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STATE OF MAINE 

OFFICE OF LEGISLATIVE ASSISTANTS 
STATE HOUSE 

AUGUSTA. MAINE 04333 

November 7, 1977 

THE UNIFORM PROPERTY TAX: 
REPEAL OR CONTINUANCE? 

Central issues raised in this December's vote on the repeal 
of the Uniform Property Tax (UPT) are: 

A. Should the Uniform Property Tax (UPT) be repealed? 

B. If the UPT is repealed, how will the School Finance Act 
be amended? 

C. If the UPT is repealed, how will the state fund the 
$6-7 million that will no longer be collected from 
"pay-in" communities and the unorganized territory. 

This packet discusses each of these issues. It was assembled 
in response to repeated requests for background materials on the 
Uniform Property Tax. It is hoped that the different sides of 
the UPT issue and the possible ramifications of its repeal are 
adequately expressed. If errors are noted, please contact this 
office. 

The Legislative Council has requested that these materials 
be distributed to Legislators and to the public. 
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A. SHOULD THE UNIFORM PROPERTY TAX (UPT) BE REPEALED? 

The background materials on the issue of whether or not the 
UPT should be repealed are: 

1. The 1976 Report of the Joint Select Com­
mi ttee on State Tax Policy" pages 2-1 to 
2-1'S~--wfirch de-scrlbe the UPT and rec­
ommend that it not be repealed. 

2. Two minority reports from the 1976 Report 
of the Joint Select Committee on State 
Tax Policy, by: 

3. 

4. 

5. 

6. 

7. 

A. Rep. Bonnie Post and Philip Hussey, 
Jr.; and 

B. Senator Philip L. Merrill. 

A comparison of property values in Maine 
towns and the percentage of all Maine 
students in those towns. 

The g~neral effect on property taxes since 
passage of UPT. 

Which school units did not need to raise 
local property taxes (non-UPT) to fund 
schools2 All other units decided the 
School Finance Act subsidy did not pro­
vide sufficient funds and voted extra, 
local, dollars for education. 

Who pays the Uniform Property Tax: a 
a rough estimate as to the kinds of 
property that make up our property 
tax base. 

A short summary of the findings of the 
1977 Select Committee on State Property 
Tax valuation. The State Valuation, 
among other things, is the base against 
which the UPT is levied. This is taken 
from the Statement of Fact of LD 1608, 
which embodied the committee's recommenda­
tions. LD 1608 ~as defeated. 
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A-16 to A-18 

A-19 
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8. Arguments for and against the UPT: a 
"debate" on the UPT prepared by Com­
mittee on Taxation staff. Arguments 
for the UPT are given the stronger 
"rebuttal" position in the debate. 

9. A short summary of the 1976 School Finance 
Act 

A-27 to A-32. 

A-33 

10. All Uniform property Tax Revenues Are GeneralA-34 
Fund Revenues 



STATU: 01" MAINII 

JOINT SELECT COMMITTEE ON STATE TAX POLICY 

1. introduction 

Of all the tools of government, taxes can be the bluntest, 
the most unwieldly. Often their burdens fall unfairly, 
withollt recognition of our differing situations. The sales tax 
cannot· distinguish between the person who lives frugally and 
the person simply too poor to buy many goods. The 
property tax cannot distinguish between the family house 
that hlUl been held for gener.ationg end the lot purchased for 
quick development. The personal income tax reflects cash 
flow and family size but can tell little of a person's wealth 
in stocks or bonds. Alone, the income, sales or property tax 
can be an unfair levy; but taken together in a balanced tax 
structure they can greatly improve the chances that el\ch of 
us win be taxed according to our "ability to pay. II 

The recommendations of this report ... 

continued, page 1·1 
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2. A PROGRESS REPORT 
ON THE CURHENT STATE TAX STRUCTURE 

§l. Introduction 

DECAUSE When judged agRinst the standards articulated 
'~i\INE IS A LP.ND RICH, 
INCOME POOH STATE, 
TIT CURHf.NT ~nx OF 
DROAD BASED STATE 
TAXES - SALeS, INCOME, 
PROPERTY - IS ACCEPT­
I\DLF AT TillS TIMF.. 

by the 1975 Report of the Governor's Tax Policv 
1/ 

Committee - - taxation hLl~>cc1 on each person's 

ability to pay, efficiency of ad m.ini strati on, 

and maintenance of a competitive business climate -

Maine has made considerable progress in recent 

years. vIe have a proqref~sive personal income 

tax, a broad-based sales tax that, because it 
2/ 

exempts food, does not seem too regressive, 

and a broad-based state property tax (The Uniform 

Property Tax). Our current state - local tax 

structure (]975-76) is: 

1/ 1'~~'-I<~}~ort o~.J:11e_ Co_'-:.e rno~~s_rJ.'~}~y_?lj._c;i_(~o~~1!H __ i_t te!:: 5 -19 (1975) [he re i 0-

~Lter referred to as Tax Policy]. 

T,lX Poli~ at 18. 
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1975-76 STATE - LOCAL TAX STRUCTURE "" 
Approximate 

Percentage of 
Tax Revenue Total ':'<1 X ~evenuc 

Property: 
State Property 
(includes Uniform Property 
Tax - ~120 million) 

Municipal Property 
Municipal Auto Excise Tax 
Municipal Inventory and 
Livestock 

Spruce Budworm Tax 
Total Property Taxes 
State Sales 
Personal Income 
Unem~loyment Compensation Tax 

Corporate Income 
Highway Fund 
Alcoholic Beverage Operations 
Motor Vehicle Lie. & Reg. 
Cigarette 
Others *""* 

Total 

$ 132,139,539.15 

100,935,944.00 
22,507,798.00 

12,595,344.00 
2,837,259.00 

$ 271,015,8t!4.1~ 
151,335,808.52 

52,266,430.03 
35,537,656.00 

32,642,106.92 
52,283,138.51 
22,933,750.01 
22(128,483.95 
23,935,432.43 
37,369,389.26 

$ 701,448,07J.7J 

19 Jl 

** 14 \, 

** 3 'i, 

** 2 ~ 

.2ti 

3~ 
22 
7.3{' 
5 'f 
5 
7. 3~ 
3 
3 
3.4::' 
5 

100 '~ 

* All figures from State Bureau of Taxation - Property Tax Division 
and State Controller's Fiscal 1975-76 computer data. 

** 

"It""'" 

1975 figures used as 1976 data un<1vailable. 

Other taxes include: 

Inheritance 
Milk Taxes 
Corporation Regulatory Taxes 
Public Utility Taxes 
Insurance Co. Taxes 
Bank Taxes 
Game License Taxes 
Harness Racing Pari-Mutuel 
Service Oriented Licenses 
Fishing & Game Licenses 
Misc. License Fees 

TO'T'AL 
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$ 7,361,635.75 
509,528.98 
516,532.19 

10,282,860.86 
8,369,557.92 

211,470.16 
91,893.01 

1,300,890.114 
2,053,91( .. 07 
4,649,401.7 r

) 

2,021,701.73 
--~ --------

$ 37,369,389.2G 
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When you consider that by 1977 we will be 

raising about $18 million more than in 1975 from 
3/ 

the personal income tax- the general mix of Maine 

taxes seems somewhat balanced. We are a state tax 

i/ 
rich in land yet currently too poor in income to 

relax our general reliance on the property tax. As 

our economy expands and personal incomes signifi-

cantly increase, then the state tax mix would pro-

vide a greater role to the personal income tax. 

/11-) See Chapter 661, Public Laws of 1975. If this estimated increase in 
the personal income t.ax is added to the tax mix, then the relationship 
of our three .broad-based taxes is changed accordingly: 

Total property taxes 
Personal income tax 
Sales tax 

38% 
) (10%) '\' 

21% 

, ~ h' , f' t' 1 t d' J h R b' I d J h 0' S II' I / ~ IS pOInt 0 VIew was arlcu a e In 0 n 0 Inson· s an 0 n U Ivan s 
minority report to the Governor's Tax Policy Report: 

Maine currently stands 45th of all the states in 
per capita income. In addition to a lower wage 
level Maine has a larger proportion of citizens 
over age 65 than most other states. At the same 
time we live in a "property intensive" state. 
We do not agree, therefore, that the "fundamental 
reform plan" shall be lithe shift from property 
taxes to income taxes," or that the property tax 
is regressive. It is our opinion that the intro­
duction of a "circuit breaker" with a family in­
come limit, a home valuation limit and an overall 
State expenditure limit can provide relief for 
hOITI0owners not Cible to pay their real estate taxes 
and at the same t.ime make sure that the property 
tax is based on liability to pay" as measured by 
the value O£lreal property owned. 

2-3 
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HO\'lEVER, BECAUSE THE 
GENERAL TAX STRUCTURE 
IS STILL REGRESSIVE, 
CHANGE IS NEEDED. 

MAINE 

A-4 

§2. Improvements 

Still, there is much improvement needed. 
y 

The Lile study makes this.clear: 

BY TYPE OF.TAX FAMILY TAX BURDENS, 
6/ Percentage 

Family of four Individual General Residential- Hotor Cigar- Total 
(Adjusted Income Sales Property Vehicles ette Tax 
gross income) State State Tax Burden 

A. $ 5,000 $ 0 $ 89 $ 392 $ 133 $ 60 1 .3 • c:; ~ 
B. 7,500 14 118 525 133 60 11.3% 
C. 10,000 39 144 574 133 60 9.5% 
D. 17,500 228 211 980 199 60 9.5% 
Fo. 25,000 674 250 1225 199 60 9.6% 
F. 50,000 2788 363 2100 199 60 11.0% 7./ 

Our recommendations will help spread the burden 

of Maine taxes more fairly. Some of our suggestions 

will call for tax increases but these monies will 

not be spent on increased government expenditures 

but rather will be used to lower other taxes or 

soften their burden on those least able to pay. 

5/ Stephen E. Lile, Famil Burdens Com ared Amon States and Amon Cities 
. Located Within Kentuck an Nel borln States, Kentucky Department of 

Revenue 1975. The chart presente ln thlS report was updated by the 
committee staff in an attempt to reflect the increase in personal income 
tax rates established by Chapter 661, Public Laws of 1975. 

~/ Property tax estimates are based on these income/house value parings: 
$5,000/14,000; $7,500/$18,750; $10,000/$20,500; $17,500/$35.000; $25,000/ 
$43,750; $50,000/$75,000. 

7/ This fipding, that the poorest people in Maine pay the highest percentage 
of their income in taxes, is enforced by the State Planning Office's 
conclusion that over the years 1967-197J the Maine household in th~ top 
quarter income brackets gained $600 more in constant purchasing power 
than did the bottom 25%. Sec State Planning Office, Profile _o(.l'_~'y...<:_rt~ 
t-Iaine: A Data Source 5 (1975-). 
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THE UNIFORM PROPERTY 
TAX IS A STATE, BROAD­
BASED TAX THAT, WHEN 
CO~BINEn WITH THE IN­
COME AND SALES TAXES, 
HORE ACCURATELY REFLECTS 
EACH PERSON'S "ABILITY 
TO PAY". 

'.;'I1C UPT RAISES 
FUNDS FOR EDUCATION, 
IT DOES NOT DETERHINE 
1l0\'J fmCH MONEY EACH 
'l'O\\Tl'l RECEIVES FROM 
TIlL: STATE. 

A-5 

This means that Maine's total tax burden will 

not be increased but rather that burdens will 

be shifted. This does not mean, hm.'ever, that 

burdens will shift only from the less fortunate 

to those more able to pay. We will be looking 

again in Chapter 3, Section 1 at last session's 

personal income tax increase in order to make 

sure that its rates were not unfairly burdensome 

on certain middle income brackets. But, before 

we describe what ought to be done, it is very 

important to tell what we feel ought not to 

be done. And that is: The Uniform Property 

Tax (UPT) should not be repealed. 

§3. is the role of the Uniform 
Tax lnanclng e ucatlon? 

In 1973, in L.D. 1994, the state dramatically 

changed the education finance laws. It created 

a new system to distribute to each locality 

100% of their basic education needs, and a new 

system to raise from a state property tax ap-

proximately 50% of the money they would be 

distributing. Today, the system of distribution 

is called the School Finance Act of 1976; anrl 

the Uniform Property Tax (UP'l') is the method 

?-s 
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the Act uses to raise no more than half of 

its costs. 

This is an important distinction: one part 

of the School Finance Act distributes the 

money, one part of it, the UPT, raises it. 

In no way does the UPT influence how much each 

locality receives. But before examining how the 

UPT mill rate is set, we should understand the 

significance of the School Finance Actl~ distri-

bution system. 

.§./ 
The School Finance Act provides from the 

state the basic minimum expenditure for education 

that each locality must make. This lev~l is set by 

the Legislature and the Governor after they receive 

information from the localities as to the amount 

actually spent in the previous year. This, not the 

UPT, is the most profound change brought about by 

the School Finance Act. Why? Because before 1973, 

when the state was providing only approx-

imately one-third of the basic cost of education, then 

many property poor towns had to struggle to raise tho 

other two-thirds from the local property tax. And 

some could not. 

JV For a more detailed explanation of the school funding process, see 
Appendix A. "Capsule Description of the 'School Finance Act of--
1976 111

• 
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The result was that the education resources 

a child could expect depended a great deal on 

where he or she lived. A wealthy town could 

have a generous school budget, a poor town 

could not. In many other states, courts had 

demanded that similar conditions be ceased: 

"the quality of a child's education [should 

not be] a function bf the wealth of his 
,,9 / ,,-

parents or neighbors. 

The role the UPT has played in this distri-

bution system is to raise no more than 50% of the 

School Finance Act's basic education allowance. 

The UPT is a broad-based state tax. This year, 

at 13 mills, it raised 45.4% of the state's 

basic education grant. Even though the UPT's 

mill rate is set according to what the state 

calculates will be approximately one half of the 

cost of education, the UPT's revenues are not 

dedicated. They are general fund dollars and 

Serrano v. Priest 4B7 P. 2d 1241 (1971). This California decision was 
based on the finding that such unequal conditions violated the 14th 
Amendment's equal protection clause. Subsequently, the U.S. Supreme 
Court said education was not a federally protected fundamental right. 
However, the court did say that some state's school finance laws were 
inequitable and should be addressed by each state legislature. Since 
then many states have been challenged in court under the theory that 

V 
\ 

the state's constitution specifically raised education to a fundamental 
right. Maine's cons.ti tutional ~anguage - "A general diffusion of the \\, 
~dvantages of education being essential to the preservation of the rights\ 
~lOd liberties of t_he pe0E-Ie ... II - certainly seems to encourage such an ' 
~interpreta tion. 
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are mixed with our other broad-based taxes -

the sales and income taxes - and used to pay 

to each town 100% of their basic education 

cost. From a tax policy point of view this is 

very important; because it means basic 

education in Maine is being paid by a combina-

tion of broad-based taxes. Thus, each person's 

contribution to education is determined in part 

by his income, by how much he consumes~ and how 

much property he possesses. This is a much 

better indication of "ability to pay" than in 

the days before the first school finance act 

in 1973, when approximately two-thirds of each 

town's education costs were raised by the local 

property tax. 

§4. How is the Uniform Property Tax (UPT) 
administered? 

In 1976 the UPT raised approximately 

~120 million. 

2-8 



:rHE i I":'T IS A STATE TAX 
I3lJI' CNE THAT IS COLLECTED 
BY EACH Ta\'N, WITH THE 
REVENUES l3E.LCNGING TO 
'TIJE STATE I S GENERAL 
FUND. ITS MILL RATE 
IS DETERMINED BY THE 
STATE'S VAIlJATICN OF A.I.J.., 
PROPERI'Y IN THE STATE. 
'TIlE YF.ARLY STATE VAUJATICN 
pRlXESS ENCOURAGES 
ACClJRA'l'E L()2AL ASSESSING 
PRACI'I CES . 

A-9 

This is how, generally speaking, the state 

determines how much lt will be: 

A. First, state assessors compute the 

total market value (just value) of 

the property in each Maine community. 

They cannot just take the local 

assessor's figures because few Maine 

towns maintain their assessments at 
lQ./ 

fair market value. Thus, the state 

assessors must raise each town's total 

property value to approximate what it 

would be if it were sold on the open 

market. In doing so they try to adjust 

for any possible errors the local 
11/ 

assessors might have made.--

~~--- .. ----~.------------------------

LQ/ 

11/ 

If one local assessor values his town's property at 40% of its market 
value and the other town assessor uses a 80% ratio, then the former 
town's mill rate will be double the latter town's rate. 

When a local assessor values property at only a small percentage of its 
true ma~ket value, it is much easier to milke a mistake. 

2-9 
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The state then adds together the full 

market values of all the properties in 

all the towns, and arrives at a yearly 

state valuation. A very important benefit 

of this state valuation process is that 

it_enco~E~es localities to keep their 
~e'_~"~ 

l2~oJ2~~E~¥~valuations as accurate as 

possible. Without accurate assessing at 

both the local and state level, true 

property tax equity is inpossihle (see chapter 3, 53) 

B. Then the state computes the total cost 

of a basic education for each of the 

different types of students in Maine 

(e.g. grade school students, special educa-

tion students, etcJ. This figure is set 

by the Governor and the Legislature after 

they receive information on the amounts 

actually spent the previous year. The 

state then calculates what Uniform Property 

Tax (UPT) mill rate, when multiplied by 

the state valuation, would raise approxi-

mately 50% of the revenues needed. Last 

year the UPT raised 45.4% of the basic 

education allocation. 

C. If the UPT were strictly a state 

tax, the UPT mill rate (last' year it was 

13 mills) would be levied directly on each 

property owner in the state. But because ~ Icc 

2-10 
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assessors collect our property taxes, 

the state simply tells each town how much 

its residents owe the general fund. (Last 

year it would have been 13 mills x the 

town's state valuation). Then each town, 

using its own values and its locally voted 
" 

mill rate assesses the tax. Thus, the UPT, 

is collected along with town's local property 

tax. Some locali~ies, relatively rich in 

real estate value, collect more than is 

needed for their own schools and they have 

been called "pay-in" towns. But this is 

a misleading term because the UPT really 

is paid by individual property owners 

through the municipal collection process. 

Each town pays at the same rate. Indeed, 

under the UPT, all property holders are 

like those of us who pay an income tax or 

sales tax. Each tax is a state tax. 

D. Finally, if a town feels its basic edu-

cation grant from the state is not sufficient 

it may tax itself an additional amount 

through the loc~ property tax. Probubly 

the reason some people continue to think 

of the UPT as a local tax is that almost all 

of the revenues raised by it are never 

2-11 



THE UPT CNLY RAISES 
EDUCATIGJ FUNDS. OIHER 
PARTS OF THE SCHOOL 
FINANCE ACr DISTRIBUTE 
'!HE FUNDS AND RmUIRE 
'!HE MINIMAL EXPENDI'IURES. 

A-12 

actually sent into the state's general fund 

but rather kept at the local level as part 

of the locality's basic education grant 

from the state. The reason for this is 

simply administrative c6nvenience. Why 

actually forward the dollars to the state's 

general fund when they would just be sent back 

again? 

SS. The UPT - a summary of its effects. 

We can now see the profound change 'the UPT 

has made possible in education funding: 

A. Each locality's basic cost of education 

is now coming from the state's general fund. 

B. Because practically all education is now 

being funded by general fund m6nies -

a mixture primarily of income taxes, 

sales taxes, and Uniform Property Taxes -

the cost of education now better reflects 

each citizen's income, consumption and 

property holdings. And that is a greatly 

improved indication of liability to pay". 

Thus, the UPT's role is only the first of 

two steps in financing education in Maine: the 

UPT only raises money; it does not in any way 

affect how the education dollars are allocated 
12/ 

to the loca.lities.-

12/ The reoort of the 1976 Governor's Task Force on Tax Policy seems to be 
unClear as to the nature and role of the UPT. If the UPT were 
repealed, yet the School Finance Act left otherwise unchanged, each 
communit.y would still receive the same basic education grant from the 
state. The money would simply have to be raised elsewhere. 

2-12 



THE UPT IS A MJRE 
EQUITABLE WAY OF TAXING. 
IT IS Nor AN EDUCATICN 
TOJL AND HAS LITTLE 
RELATI~ TO II u:x:AL 
CCNI'ROL". 

A-13 

Now, this does not mean the UPT i~ a 

flawless system for raising education funds. 

The state valuation, upon which the UPT mill 

rate is based, must be accurate and in Chap-

ter 3, section 3 we make a strong recommendation 

in that area. Further, the Uniform Property Tax, 

which makes up about 19% of the general fund, 

often causes an unduly heavy burden on low 

income homeowners and renters, and in Chapter 3, 

section 2, we also address that problem. But 

before dealing with those problems, ~e must 

confront clearly a charge that threatens the 

equity achieved by the UPT even more than the 

above problems. That charge is: the UPT 

lessens local control of education and fiscal 

responsibility. 

§6. The Uniform Property Tax does not lessen 
local control of education. 

It can be seen clearly now that the 

UPT alone has no real effect on local control 

of education. The UPT is only a funGina 

mechanism. It does not distribute education 

dollars. It does not set the spenclins level 

Dclow which no locality can drop its education 

efforts. These latter functions are other 

aspects of the School Finance Act. 

2-13 
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So, as to whether most towns could now lower 

their taxes by voting to spend less on education, 

the repeal of the UPT alone would not accomplish 
13/ 

this.-- The UPT is separate from the School 

Finance Act's minimum education expenditure 

requirement and is not involved in issues of local 
14/ 

control.-

13/ If the UPT alone were repealed, yet the rest of the School Finance Act 
kept in place, what would be the result? This would mean the property 
tax was no longer a state levy, and that each property holder in the 
state would no longer be paying at genera~ly the same rate. Persons 
living in property rich towns would have a lighter property tax 
burden; persons in poorer towns might be more sorely taxed. The fair--

14/ 

ness of the Maine tax structure might be lessened. This would depend on how 
the Legislature decided to replace the lost UPT revenues. If it 
returned entirely to the local prpperty tax for approximately 50% of 
the costs of basic education, the tax structure would become more in­
equitable. If it made up the UPT revenues with a combination of local 
property taxes and, for example, personal income taxes, the equity of 
the Maine tax structure might even be improved. The personal income 
tax is our most accurate broad-based tax. But this assumes that the 
local property tax is accurately assessed and we have already em-
phasized the important role the state valuation process and the 
levying of the UPT play in improving local assessment practices 
(~ Chapter 2, section 4, 1rM. 

The organization Save Our State is currently seeking signatures for 
an initiated bill that would only repeal the UPT but leave the rest 
of the School Finance Act functioning. 

2-14 
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§7~~onc~usi~n: do not repeal the Uniform Property 

Tax 

Thus, in recommending that the UPT not be re-

pealed, the committee is not arguing for any parti-

cular theory of how the state should distribute 

education dollars. Our concern is tax equity not 

education equity. The UPT helps assure that each 

of us is taxed more equally for the costs of educa-

tion and that our total state tax bill is more re-

flective of our "ability to pay". This the conunittee 

endorses and hopes will continue. 

Finally, even if the state increased its non-

UPT share of education funding from 54.6% to a per-

centage that would mean there would no longer be 

any localities that raised from the UPT more than 

its own school needs (no more "pay-in towns"), still the 

UPT should not be repealed. Not only is it an 

equitable way to raise state revenues but its 

administration - the yearly state valuation process 

and levying of the tax - offers great encouragement 

to localities to keep their local assessments 

accurate. And without accurate assessments, there 

can be little property tax equity, either at the 
1 

state level or'the local level (see chapter 3, §3). 

2-15 



MINORITY REPORT FROM REPRESENTATIVE BONNIE POST AND PHILIP 
HUSSEY, JR. 

A-16 

The purpose of this report is to set forth the reasons why 
the minority of the committee favors the abolition of the Uniform 
Property Tax. 

The School Finance Act (L.D. 1994) made fundamental policy 
decisions in two major subjects of Legislative concern. They 
are educational policy and tax policy. We recognize that the 
State has a constitutional obligation to see that each of its 
subdivisions in fact provides an adequate basic elementary and 
secondary school program. Furthermore, when communities are 
financially unable to do so, it is the obligation of the State 
to raise and appropriate sufficient money to give the necessary 
assistance. We support these provisions in the present law and 
feel that such provisions should be retained and be adequately 
funded from the State I s regular .general fund resources. 

Our primary disagreement with the present law is with the 
tax policy features, specifically the State Uniform Property 
Tax. It should be noted that L.D. 1~94 and its successors all 
have been the product of the Joint Standing Committee on Educa­
tion. In our opinion the Legislature has made a fundamental 
and grievous error in tying these two major policy areas together 
in one law. It should separate the two and deal with each on 
its own merits. 

When the Legislature passed the Sales Tax in 1951 it made 
\ the commitment to no longer collect a property tax from its muni­

cipalities and left to them the resource of real estate property 
tax revenues in the organized territories. The School Finance 
Act was the first step in backing down on that commitment and 
the recommendations of the majority of this committee would a­
bandon it totally. 

The School Finance Act provides for a State decision on 
a per student basic educational allowance and a State decision 
on what percenta~e of that allowance and other State educational 
subsidy should be raised by the Uniform Property Tax. When the 
State sets its mill rate, it is assessed against the municipality 
based on .J'usr: value or 'what the State feels the property in that 
municipality would be worth if it were sold. The municipality 
then raises enough money from its valuation to pay the bill. 
Thus, the Uniform Property Tax is a tax on municipalities not 
on individuals. 

Using the basic education allowance, other costs and some 
estimates, as approved by the Legislature, th~ Department of Edu­
cation computes how much each school unit is to receive. The 
first money a unit "receives" is the money raised by the State 
Uniform Property Tax on its own property. If that doesn't meet 
the State computed figure, the unit receives a subsidy from the 
State. If a unit raises more money from the Uniform Property Tax 
than the State figure, it pays in the excess to the State. 

A-lS 
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. It I s' important to note that this State computation is not 
the amount the school unit itseLf needs/to provide a basiL: c<iu­
cation for its own students, but rather is a com~utation in­
cluding state-wide averages, ~stimates and ~ast expenditures. 
Many times a communi ty has to tax i tsel f to moet the UPT, p~1rt 
of which it keeps and part of which it sends in to the State, 
and thun tax itself to meet its own students' needs. 

In fiscal year 1976-77 approximately 112 million of the 
State imposed Uniform Property Tax remained in the units where 
ie was raised and the state actually distributed approximately 
150 million additional in subsidy. Of this 150 million, 145.5 
came from the general fund revcnU(~s and 4.5 million came from 
school units/which raised more from the State Uniform Property 
Tax than the state computed they should be receiving. 

All of the money raised under the UPT is a true State tax 
in that municipalities have no control over the levy. However, 
it is only the 4.5 million which would have to be replaced if 
the UPT is repealed and the level of state wide subsidy to schools 
is to remain at the same figure as last year. 

We feel. that this repeal should take place for the following 
reasons: 

1. The Uniform Property Tax removes local control of taxa­
tion. 

The majority report contends that the UPT does not lessen 
local control of education while ignoring the question of local 
control of property taxation. Clearly, locul communities no 
longer have any power over the largest percentage of their 
property taxes. In some communities,as much as 90% of a property 
ta.x levy isdictated

i

\ by the State. 

2. The UPT encourages fiscal non-responsibility. 

It's poor prac'tice for several levels of government to use l. 
the same tax since each can then point to "the other guy" as 
being responsible for the high level of taxation. In this case, 
cit{zens are frustrated as thoy go from place to place trying to 
control the t,lxes on their homes. 

Fiscal non-responslbi~ity is further encouraged in this 
particular situation by the fact that the complexities of the law 
cloud the relationship between state action and the ultimate 
level of an individual's property tax bill. 

J. The (;omplexi ti es of the law discourag(~ fi scal respons i­
bility. 

The examples could be many. For instance, citizens are told 
that 90% of regional vocational education is funded by the State. 
In fact up to 50% of the 90% which is the "State's" share comes 
from the UPT in the first place. Additionally, basing Stat8 ob­
ligLltions on prior years State costs plus local expenditures pro­
vide a built in escalation of State expenditures. 
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4. Moving the decision on the level and method of taxation 
from the local to the state level increases the possi­
bility that extraneous factors will become involved in 
what is a political decision. 

5. The fundamental politLcal decision on the amount of 
money to be raised for ('c1ucation through property t.axc~; 
should be made on the local level, since the governing 
bodies are more representative of the people who actuully 
receive and pay for the service. 

6. The State Valuations of the municipdllties are at best 
the "expert opinion" of d very few civil servants em­
ployed by the Bureau of Property Taxation. The only 
way the State can insure the "uniformity" it seems to 
desire is to assume the valuation of all property in the 
Sta te. Not on ly would S ta te val uation of all- real pro­
perty represent the ultimate loss of local control of 
taxation, it would be immensely expensive. 

7. The State Valuation identifies certain coastal, lakeside 
and other areas wealthy in land value. WheQ taxes are 
collected and disbursed within a community this causes 
some problems but the UPT by taxing "wealthy" Matinicus 
to subsidize "poor" Cape Elizabeth lS setting a social 
policy with which we do not agree. 

When the State insists a community be taxed on just villue 
or what its land would be worth if sold, it forces that communit.y 
to increase its taxes accordingly. Property is a measure of 
ability to pay only when the propert.y is ~old and in many cases, 
that is what the UPT is fotcinq people to do. 

. . I 

8. The Uniform Property Tax is shrinking the tax base of 
some communities. 

Individuals are taking advantage of such programs as conser­
vation easements to escape .the effects of the UPT. These types 
of programs have the added effect of shrinking the tax base of 
the municipalities. It should be noted those individuals who 
are most likely to place their property in these types of pro­
grams are wealthy with large land holdings. 

9. By extending State control over a large percentage of the 
property tax revenue available to a community, the UPT 
has decreased the amount of revenues in many towns a­
vailable for needed services. 

In summary, we agree t.hat our citizens should be able to con­
trol property taxation at t.he level of qov(~rnment closcsL 
to them. We bclil've that the U.P.T. has seriously erod(~ct this pre­
perogative and the amount collected through j t should not be ex­
panded to fund additional programs, as recommended elsewhere in 
this report. Such expan sion would p lace the Sta te in the pas.i t ion 
of utilizing fhe property tax as a major source of revenue and 
makes a bad situation even worse. Rather thq tax should be repedled. 

( I'· 
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CONCURRING REPORT FROM SENATOH PHILIP L. MERlULL 

The majority report has my support as a short range program 
of tax reform. It recognizes the realities of the present politi­
C(ll climate and, within thos(' Illnits, makes great strides towClrd 
more equitable taxation. 

The long range goal should be to provide a greater shift 
from property tax to the more progressive income taxes. This 
should be done in a way that will not diminish non-resident tax 
revenues - the circuit breaker once in place might provide the 
vehicle for further reductions in net property tax paid by Maine 
people. There is a great temptation to call fOT a greater shift 
this year; there are several reasons why this is not practical. 
First, we need more hard information about who pays the property 
tax, where they live, and what they earn. The facts gathered 
through administration of the circuit breaker and more co~plete 
income tax forms will provide some of that information. Beyond 
that, the State Planning Office should explore \vays to gather 
that data, and -supply it to State policy makers. Further, there 
was an increase in the income tax last year; without support from 
the Governor it would be near impossible to effect another ill­
crease this year. 

Finally, taxes are the way we finance our state. A certain 
caution about rapid chdnges, even when we are sure of the direc~ 
tion we arc going, is as appropriate to gQvernment as it is in 
the private sector. 

As to the Uni form Property Tax, I do not share the mil)orJ ty 
commitment to this tax. I am entirely committed to the Statl' 
guaranteeing a minimum expenditure for each child's educ,lt ion. 
I favor over 50% of those monies coming from non-property tax 
sources, and I favor a system that approximates tax power cqual­
iZdtion. 

The Uniform Property Tax is one way to guarantee the latter. 
It is not fhe-only way and, considering the upheaval it has 
caused, it may not be the bes t. As we lessen our re 1 i ance on th(· 
property tax to fund education, we can abandon lhe Uniform Property 
Tax at a loss of less than the six million dollars we now rcceiv~ 
in" pay- in" paymen ts . I think we could take that step wi thou t 
any loss of tax equity (lnd, possibly, with a great gain of support 
for our broader educational goals. 
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A COMPARISON OF PROPERTY VALUES IN MAINE TOWNS AND THE PERCENTAGE OF 
ALL MAINE STUDENTS IN THOSE TOWNS 

Prepared by Asa Gordon, for testimony before the Committee on Taxation 

NUMBER OF PERCENTAGE OF THE PERCENTAGE 
TOWNS PROPERTY WEALTH OF STUDENTS 

108 24.4% 10% 

35 13.7% 10% 

26 12.2% 10% 

23 9.8% 10% 

27 9.1% 10% 

49 7.9% 10% 

41 7.2% 10% 

50 6.7% 10% 

65 5.5% 10% 

92 3.5% 10% 
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THE CHANGING PROPERTY TAX BURDEN 
SINCE THE 1973 SCHOOL FINANCE ACT AND 

THE UNIFORM PROPERTY TAX 

TABLE 75 - PROPERTY TAX AS A PERCENTAGE OF TOTAL STATE·LOCAL TAXES, 
BY STATE, AND REGION, SELECTED YEARS, 1942·1975 

*1976 
Statu and Region 1975 1971 1967 1962 1957 

United Slates 36.4 39.9 42.7 45.9 44.6 1 

New England \ 

) (48.11 (47.3) (50.2) (53.9) (52.7) 
Maine 36.5 ( 40.4 (~5.2 J 48.5 52.8 50.0 
Naw Hampshire ''50:0 59'T 63.4 63.6 62.8 
Vermont 42.S 37.3 40.1 45.2 45.0 
M .... achusetts 52.9 52.2 51.8 60.6 58.0 
Rhode Island 41.9 38.7 45.6 47.8 50.4 
Connecticut 50.5 51.2 52.0 53.6 50.0 

------
1942 

5J 2' 

(60.2) 
62 7 
60.'1 
50<1 
67 2 
626 
575 

* Updated by this office, using data supplied by U.S. Bureau of Census 

TABLE 71 - AVERAGE EFFECTIVE PROPERTY TAX RATES, EXISTING SINGLE·FAMIL Y HOMES WITH 
FHA INSURED MORTGAGES, BY STATE AND REGION, SELECTED YEARS, 1958.1975 1 

~tII. end R ",;0" 197!1 1971 11168 1M2 1958 il 

Jnlted SI.IH 1.89 1.98 1.70 1.5:1 1 . .34 

'jfw E~I.nd 

Me,"" 1.88 2.4:1 2.17 I.S1 1.58 , 
N .... H.mpsllln III.A. 3.14 2.:m 2.03 181 I 
...... monl III.A. 2.S3 2.27 2.10 1.63 

.\ItISa cnuSltll 3.26 3.13 2.78 2.47 2.21 

'Ihod. 1 sland III.A. 2.21 1.98 1.9:1 1.67 

Co nnectlC:ul 1.94 2.38 2.01 1.78 1.44 

'rABLE 76 - STATE· LOCAL PROPERTY TAXESPEH $l,OCO ("F ST.;Ti. PUISONAL INCOME, 
[lY ST;\TE, SELECTED Y[ARS, 19-·t2·1975 

-._-----------_.--------_._---------_ .. __ ._------ -.. --. --.----_.----_._----_. 
"175 1961 I'.1/;;:;' 1 ~57 1 ~J .. ;:2 

-,.------- ------ ~---.-.. ---- ----- .-.- --.~~-- .. __ ._-----. 
As % cI 1\, .,& .)1 As (() ~)I As '" 0/ J\!. (,h vi 

::;IJlt .1,'eI Rcq,on U.S. U. S U. S U 
.. u.s. .' 

Amount Aver d<1'I Amounl Aver a9" Amount ,:J.\,\;.( )',0 /,(Jl()'..J Ii , .... " . Jt,}l~ t,n/nIH" .lw~'~.1" 

--------- . ----------~ ~--~-.---. -.-•... --. __ ._---- .. -.-~- -.-~- . ~'-- -... -- -.. ----.~.- .~-.-. 

'.1IIN Sl~\<~ $46 lCO S·\5 100 S4J 10{) ~J7' 11,) S:OI 10:) 

New Enqlmd (60) ( 1331 (S" ( 1161 ,52) (1'21) (4:). 11"21 !.UI n 'fd 
M.,n. 51 1'13 ( 51) 113 54 I:CG H 119 I ~ Ii" 

~'v-Hlmp6hlf' fJS 14,4 -(53 131 bl 143 G 1 IJ8 sa u!) 
'Iermont 66 147 50 111 SJ 123 0.\0 '<'4 '\;J 116 

',1.!\4IChUUlfU 75 1137 59 131 60 : 40 ,,2 141 51 1~ 

Rhode I slJnd !jQ III 45 100 44 102 "",8 105 :>5 95 

wnnect,cul 55 122 48 107 46 ,0" 36 87 32 86 



State of Maine A-22 
DEPARTMENT OF EDUCATIONAL AND CULTURAL SERVICES 

Augusta 04333 
August 10, 1977 

UNITS WHICH DID NOT RAISE OPTIONAL LOCAL APPROPRIATION WITH STATE PARTICIPATION 

1976-77 

(35 of 279 Units I 38 of 497 Municipalities) 

MAXIMUM ALL 0 W A B L E 
Av.Res.Puplls Local Share State Share Total 

Bowerbank 1.5 $ 135.00 $ -0- $ 135.00 
Bremen 72.5 6,525.00 -0- 6,525.00 
Crawford 16.0 1,160.00 280.00 1,440.00 
Dallas P1't. 29.5 2,655.00 -0- 2,655.00 
Deblois 3.0 270.00 -0- 270.00 
Drew PIt. 12.5 1,100.00 25.00 1,125.00 
E11iottsvi11e PIt. 4.0 360.00 -0- 360.00 
Ellsworth 1,159.5 104,355.00 -0- 104,355.00 
Grand Lake Stream PIt. 31.0 2,790.00 -0- 2,790.00 
Hancock 330.5 29,600.00 145.00 29,745.00 
Highland PIt. 12.0 1,080.00 -0- 1,080.00 
Isle au Haut 6.5 585.00 -0- 5A5.00 
Islesboro 90.5 8,145.00 -0- 8,145.00 
Lakeville PIt. 0.5 45.00 -0- 45.00 
Limestone 1,947.0 24,400.00 150,830.00 175,230.00 
Lincoln PIt. 8.0 720.00 -0- 720.00 
Long Island PIt. 8.5 765.00 -0- 765.00 
Magalloway PIt. 18.5 1,665.00 -0- 1,665.00 
Meddybemps 14.0 1,260.00 -0- 1,260.00 
Nashville PIt. 14.0 1,260.00 -0- 1,260.00 
Number 14 PIt. 3.5 315.00 -0- 315.00 
Number 21 PIt. 37.5 1,680.00 1,695.00 3,375.00 
Pembroke 184.0 10,200.00 6,360.00 16,560.00 
Perry 158.5 9,000.00 5,265.00 14,265.00 
Rangeley 208.5 18,765.00 -0- 18,765.00 
Rangeley PIt. 7.0 630.00 -0- 630.00 
Sandy River PIt. 15.0 1,350.00 -0- 1,350.00 
Somerville 74.0 3,200.00 3,460.00 6,660.00 
Surry 174.5 15,705.00 -0- 15,705.00 
Trenton 126.5 11 ,385 .00 -0- 11,385.00 
Waterville 3,568.0 272,800.00 48,320.00 321,120.00 
Westman1AJld 6.0 540.00 -0- 540.00 
S.A.D. 117 

North Haven 88.0 7,920.00 -0- 7,920.00 
S.A.D. #28 

Camden 882.0 79,380.00 -0- 79,380.00 
Rockport 565.5 50,895.00 -0- 50,895.00 

S.A.D. #45 
Perham 120.5 4,000.00 6,845.00 10,845.00 
Wade 114.5 2,400.00 7,905.00 10,305.00 
Washburn 565.0 23,600.00 27,250.00 50,850.00 



State of Maine . 
DEPARTMENT OF EDUCATIONAL AND CULTURAL SERVICES A-23 

. Augu~l'ta 04333 
August 10, 1977 

UNITS WHICH DID NOT RAISE OPTIONAL LOCAL APPROPRIATION WITH STATE PARTICIPATION 

1977-78 

(37 of 281 Units I 39 of 497 Municipalities) 

MAXIMUM ALL 0 W A B L E 
Av. Res. Pupils Local Share State Share Total 

Bowerba.nk 3.5 $ 402.50 $ -0- $ 402.50 
Coplin PU. 25.0 2,875.00 -0- 2,875.00 
Cranberry Isles 29.5 3,392.50 -0- 3,392.50 
Crawford 15.0 1,600.00 125.00 1,725.00 

8Da11a:::; PIt. 28.0 3.220.00 -0- 3,220.00 
Edgecomb 149.0 11,135.00 -0- 17,135.00 
Elliottsvil1e Plt. 3.5 402.50 -0- 402.50 
Grand Lake Stream PIt. 22.5 2,587.50 -0- 2,587.50 
Harmony 188.5 6,300.00 15,377.50 21,677.50 
Highland Plt. 10.0 1,150.00 -0- 1,150.00 
Islesboro 93.5 10,152.50 -0- 10,752.50 
Je-f:l'erson 355.5 37,500.00 3,382.50 40,882.50 
La.ll.eville Plt. LO 115.00 -0- 115.00 
Limestone 1,918.0 29,400.00 198,070. 00 227,470.00 

8Lincoln Plt. 7.0 805.00 -0- 805.00 
Macvahoc Plt. 51.0 2.500.00 3,365.00 5,865.00 

uMagalloway Plt. 18.5 2,127.50 -0- 2,12'/'.50 
Meddybemps 12.5 1,437.50 -0- 1,437.50 
Medford 32.5 2,200.00 1,537.50 3,737.50 
Monhegan PIt. 15.0 1,725.00 -0- 1,725.00 
Nashville Plt. 15.0 1,725.00 -0- 1,725.00 
Humber 14 Plt. 4.0 460.00 -0- 460.00 
Palermo 207.0 15,400.00 8,405. 00 23,805.00 
Penobscot 228.5 19,900.00 6,377.50 26,277.50 

"Rangeley 218.0 25,070.00 -0- 25,070.00 
lIIRangeley PIt. 6.0 690.00 -0- 690.00 
Roque Bluffs 56.5 6,497.50 -0- 6,497.50 

'Sandy River Plt. 13.5 1,552.50 -0- 1,552.50 
Somerville 76.0 4,300. 00 4,440.00 8,740.00 
Talmadge 4.5 517.50 -0- 517.50 

"Waterville 3,400.0 350,500. 00 40,500.00 391,000.00 
Westmanland Plt. 6.5 747.50 -0- 747.50 
Whi tneyville 54.0 1,900.00 4,310.00 6,210.00 
Windsor 462.0 23,700. 00 29,430.00 53,130.00 
S.A.D. #7 

North Haven 84.0 9,660.00 -0- 9,660.00 
S.A.D. 1119 

Lubec 414.5 26,200.00 21,467.50 47.667.50 
Apl-Hp-Lnl C.S.D. 

14,300.00 5,767.50 20,067.50 Appleton 174.5 
Hope 145.0 12,100.00 4,575. 00 16,675.00 
Lincolnville 258.5 29,727.50 -0- 29.727.50 

• Possibility of revision of budget and funds to be raised under this provision. 
•• Budget not adopted as of this date. 
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Alabama 
Alas.~a 

Arizona 
Arkansas 

California 

Colorado 
Connt!i:ticut 
Delaware 
Dist. of Coi1J, lIbl~ 
Flcrida 

Georgia 
H3waii 
Idaho 

Illinoil 
Indiana 

Iowa 
Kansas 

.Kentuckv 
lculiiana 
.\lall1e 

Maryland 

Mas!.lChus.>\ " 
Michigan 
~ .. ~inne1ota 

Mi'iSi'''PPI 

Missouri 
\,1ontana 
Neoraska 
."j(>V ada 

:~ew Hamt:;shlrc 

''1.w Je~v 
NIIW Mexico 
~Iew York 

North urcliro 

Norr.'l Dakota 

Ohio 

Okla.I"oma 

O~n 
Pennsylvania 
A hode I siJlnd 

s.:-uth Carolm8 
5<:luth Dukots 
T!!11~ 

~OX81 

U'3h 

Vcr!11<Jnt 
Ylrr;mia 

~1aV1'ng1on 

' ..... 'p-"t Vir'Jlr ~ d 

'~I'\A:OnSIlI 

Wyomlnil 
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TABLE 86 - SUMMARV PROPERTY "fAX O/lTA. BY ~~TATE (Co,lt'd) 

--_._------------_._-------

Numbcrr 
1000) 

74,1).12 

1,199 
77 

1':43 
1.~1 

5, L'l65 

779 
a18 
175 
145 

2,913 

1,318 
218 
295 

3,800 
2,287 

1.727 
1,389 
1,030 
1,073 

453 

1.006 
1.9('...0 
3.386 
1,354 

812 

1.826 
351 
107 
180 
432 

1.999 
376 

4.076 
1.:199 

<\59 

3.940 
1.565 

035 
3.822 

307 

774 
525 

1,313 
5.S87 

364 

188 
1.682 
1.760 

902 
2,146 

108 

Locally assil$$.tld taxable real properties. 1 At6 ------- --------_._---_ .. _-.-----
Percent distribution of number 01 propertlcs and of gross a=$wd value, bV wpe of property 

Residontial (nonfarm) 

Numbltf Value 

57 

54 
42 
53 
23 
69 

60 
77 
68 
82 
52 

62 
47 
45 
57 
53 

37 
43 
65 
63 
61 

72 
70 
62 
52 
43 

54 
41 

46 
50 
60 

72 
54 
70 
58 
21 

GO 
45 
58 
73 
65 

62 
27 
57 
42 
58 

f..6 
51 
50 
46 
43 
71 

60 

'!J7 
59 
68 
43 
61 

59 
73 
66 
60 
62 

61 
60 
29 
58 
57 

39 
41 
55 
64 
64 

71 
70 
61 
44 
46 

S8 
42 
38 
55 
70 

71 
61 
53 
52 
25 

66 
58 
53 
66 
70 

43 
27 
60 
39 
63 

~.3 

65 
57 
57 
61 
55 

ACI"1!8Q11 .;"d farms 

Number Vallie 

19 

30 
II 
10 
40 

8 

13 
4 

10 

10 

20 
3 

37 
19 

21 

49 
37 
21 
14 
1, 

7 
4 

16 
31 

40 

:~8 

43 
38 
17 
19 

J 
12 
8 

19 

68 

12 
22 
22 

7 
3 

18 
59 
:.:e 
21 
21 

16 
20 
21 
2"6 
J8 
17 

-- ;-1\-

11 

17 
6 
7 

35 
10 

13 
3 
8 

13 

16 
4 

:::5 
1<J 
20 

47 
45 
27 

9 
:2 

7 
1 
7 

27 
36 

17 
24 
60 

9 
3 

J 
17 
2 

19 
63 

10 

26 
22 

4 

1 

16 
6\ 
12 
13 
10 

9 
9 

17 
15 
II 

:<5 

Va.;ant lot~ 

!\IU[11Q[)f V Jluo 

Cmnmercial and 
industrial 

Nurnbar Value 
._--_._---------

11 
44 
36 
30 
1"1 

18 
15 
17 
14 

35 

14 
47 
13 
19 
24 

1\ 
17 
10 
19 
Ii 

15 
11 
13 

~B 

16 

20 
31 
15 
19 
18 

25 
32 
17 
1 'I 
2'6 

18 
11 
15 
17 
17 

22 
~6 

28 
1:3 
15 

9 

;:.6 

U 
fl.') 
3.6 
:l2 
'j,7 

I,G 
1.8 
2.0 
5.3 
6.3 

2.2 
9.5 
1.4 
2.1 
2,1 

0.8 
1.0 
1.2 
2,8 
1.6 

'i.6 
2.3 
3.3 
1 '. 
:l.3 

16 
1.2 
1.0 
4.9 
1.6 

2.5 
6.1 
1.) 
2,'1 

1.2 

2.5 
1.7 

1.7 
1.3 
2,6 

1.1 
1.1 
2.3 
1.9 
1.3 

3.0 
2.0 
3.5 
2.0 
, " 1.1 

3.3 

3.8 
:l.7 
1.1 
2.1 
4.2 

JA 
4.1 
3.7 
3.8 
2.6 

4.0 
J.6 
4 ., 

2.9 
2.4 

3.0 
i9 
3.6 
3,3 
4.3 

4.1 

·~.9 

3.0 
4.8 
2. : 

4.0 
2 .. 1 
3.7 
3.3 

e.o 
1,.1. 
5.0 
3.:1 
2,7 

;1.4 
1.2 
3.1 
4.4 

4.6 

:',0 
'0 
2.1 
1.9 
2.8 

0.0 
2.2 
1.7 
:.2 
4.1 

3.2 

25 

2" 
29 
21 
)7 

23 

25 
2:/ 
24 
31 
18 

21 
27 
:n 
24 
20 

14 

12 
17 
2S 
31 

20 
27 
n 
2B 
'It, 

C" 
23 
11 
')1 

2~i 

24 
1~ 

33 

11 

39 
10 
25 
21 
19 

::~ 

n 
22 
24 
::ti 
18 



WHO PAYS THE UNIFORM PROPERTY TAX 
1/ 

A-25 

The data on page A-24 gives a very rough- picture of who 
pays the Uniform Property Tax. If these 1966 figures approxi­
mate the distribution of property values reflected in the current 
state valuation, then this years UPT (11.5 mills state valuation) 
would come from the following sources: 

1. Residential (non-farm) : App. 64% 

2. Acreage and farms: App. 2% 

3. Vacant lots: App. 1. 6% 

4. Commercial and industrial: App. 31% 

!I This data is quite old; it is based on a 1966 U.S. Bureau of 
Census study and is not due to be updated until 1978. Further, 

even if this is an accurate picture of the State Valuation (see 
A-27 of this booklet) it does not mean that the valuations o~he 
local assessors are in line with the State Valuation and the UPT 
is actually collected on the basis of the local valuations. 
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STATE1tENT OF rACT 

I. Introduction, 

This hill is an omnibus reform bill, embodying the recommendatiolls (Ii III!' 

1()77 Select Committee 011 State Property Tax V<lluatiolJ. Copies of 1 iJI' 
committee's report, "Is the State Valuatioll Accurate?" ran he obt;1illl'd irllll! 
the Office (If Legi~lalive As~istal\ts, J~U()tI1 .P7, Slale I Toust', Augusta, ~rail}(' 

2, Specific recommendations, 

The recommendations upon which this bill is basrd arc as follows: 

r. An improved citizen appeals process should he instituted whl'TeIJ", II 

(he aSsessor rcfilses -fo make the abatement (adjustment in a citizcn':-; la', 
hill) asked for, the citizen may appeal directly to the State Board of :\s:;es~· 
Illcnt Review and, if still not satisfied, to the Superior Court. No appropria· 
t ion is needed, See bill sec.tions r, 2, 10, I I and 12. 

2, Statutory requirement should be estahlished for the Propertv Tax 
Division to conduct al!nual assessment-sales ratio studies applicable to ('acll 
municipality or assessing jurisdicti(Jn, ano-to rnhli~h the r('snlts of snch 
';Indies, No appropriation is needed. See bill sectiol\ ,). 

J, Legislation should bl' adllpt('d to assig-n rcspIJllsilJility to the Propl'rt \. 
Tax Division to appraise at full v.alue all industrial property in the State witiJ 
a value over $1,000,000 and all operating' Iltility property suhject to taxati'Hl, 
\() require the Property Tax nivision to certify sitch individual full \'alll\' 

appraisals to the municipalities to use these appraisals as the basis for their 
assessed value of the indiviclllal properties, aud to provide for the financing 
!If this appraisal service from state funds, This recommendation requires an 
appropriation of $300,000, Sec bill sec-tions 4, 6 antIS. 

~, The statutory assessment staltdards for rating of assessments should be 
adjusled to pmvide for a maximulll quality rating of 18 by H)79 and th('reaf(('r, 
IIl!';1Stlrcc! hy the coeffidCJIt of di~persion, No a.ppropriation is 1Ieeded, See 
hill sectioll 5, --

5, Legislatioll should be adopted to require that all Illunicipalities classify 
all parcels of property 011 their assessment roll according to the standard 
Jlf(lp('rI~' cbssificatioll systelll alld any additional special categories that are 
significallt ill their lIlunicipality. alld that the Itllluicipalities repurt to the State 
Bureau oi Taxation the totals of assessed values for such classes on their 
Itlllllicipal \'aillatioll rl'lurtlS, )\0 apprnpriatiolt is nceded, See hill section 7, 

o. To further increase taxpayer awareness, each locality's tax bill should 
inclllde the assessed valuation of the taxpayer's property, the tax rate, the 
amount ()f tax due and a statement indicating the ratio or percentage of full 
100% \'alue certified to the Bureau of Taxation and used in determining- the 
asses,;ed Yalllf'. :\" appropriatioll is needed, See hill section lJ. 



3· General summary of the report . 

. In general, the rep?rt uf the Select Committee un State Property Tax Valu-
ation can be summarized as follows. 

A. What is the state valuation? 

The !'tate valuatiun is the yearly estimate by the Bureau of Taxation of the 
market value of all property in the State. 

B. How is the state valuation used? 

(I) It is the valuation against which the uniform properly tax is It'vied. 

(2) It is a factor ill state-local revenue sharing formulas. 

(3) Tt is a !'tanoard against which to judg<, the accuracy of the local 
assessor. 

C. Why can't the State simply add up each municipality's valuations? 

(J) J\lany towns do not frqeuently update their valuations. 

(2) l\Iany towns have low assessment ratios (a percentage of full value) 
and the lower the ratio, the less likely it is to be correct. 

~3) ThllS, it is necessary for personnel of the Bureau of Taxation to go 
1I1to the field and analyze recent real estate !'ales and meet with the local 
tax assessors. 

D. Is the state valuation accurate? 

The ('(J11l1l1ittee flllels the stat(' \'aluation is: 

( I) Conserva tive ; 

(2) Reasonably accurate; and 

(3) Will improve with each year: 

(a) Sales data will improve; and 

(b) Statutory local assessing standards will become stiffer each year. 

E. Do errors in the state valuation discriminate againlit certain types of 
localities? 

Apparently not. No pattern was discovered for the types of towns in which 
the state valuation was inconsistent. Two trends did emerge however: 

(1) Towns in which there was inconsistency, the state valuation erred 
by being too conservative; and 

(2) These towns had low local assessment ratios and lack of valuation 
documentation. 

F. How many new personnel will be needed? 

111 addition to adjustments in their statistical methods, the Property Tax 
Division will also need additional field personnel. These persons will assist 
the local property tax is accurately assessed, and further, it provides a basis 
ments where local sales are scanty. 

G. Why is field assistance to the local assessor necessary? 

No matter how accurate the sales information used by the State is, if the 
local assessor's valuations arc inaccurate, the state valuation will be directly 
iuflui.·l1ced. The committee emphasized that its experience revealed that 
the local assessor desires such assistance. 

H. Does the value of the IlItate valuation go beyond insuring an accurate 
state property tax? 

Most (kflllitcly. The state valuation provides essential help ill making sure 
the local praperty tax is accurately assessed, and further, it provides a basis 
for distribution of different kinds of state aid. 
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Prepared by James A. McKenna for the Committee on Taxation 

ARGUMENTS FOR AND AGAINST 
THE UNIFORM PROPERTY TAX 

Presented are the most commonly voiced arguments both against 
the UPT and for it. The format is that of a debate; there seems to 
be no clear winner: 

Arguments against 
the UPT 

1. The UPT removes local 
control of taxation and 
thereby promotes less fiscal 
responsibility. There are 
three main reasons for this: 

A. The closer citizens 

/

!are to the public purse­
strings, the tighter they 
are pulled. A good example 
of this is the heavy re-
liance on local property 
taxes in New Hampshire; 

B. Moving the decisions 
or the level and method of 
taxation from the local to 
the state level increases 

. the possibility that ex­
traneous factors will be­
come involved in what 
are political decisions; 

C. When several levels of 
;government use the same tax, 
each can point to the other 
as being responsible for 
the heavy burden. 

Arguments for the UPT 

1. It cannot be doubted that if 
property taxes were set only at 
the local level and state continued 
to fund more than 50% of the total 
cost of education, then the property 
tax burden of the state would be 
lowered. However, there are four 
main responses to this fact: 

A. One of the purposes of the 
School Finance Act (and the UPT) 
was to lower property taxes. One 
estimate is that it has succeeded 
to this extent: per capita 
property taxes have been reduped 
frcfIu-$2Hlto $231. This is--be­
cause before the School Finance 
Act (and 50% State funding of 
the cost of education), approxi­
mately 2/3 of the total cost of 
education came from the local 
property tax; 

B. If the equal funding philoso­
phy'of the School Finance Act 
is not to be abandoned, then 
other broad based taxes (income, 
sales, etc.) would have to be 
increased. And this we cannot 
afford to do. Maine is a property 
rich-income poor state and must 
continue to rely on property taxes; 

C. The UPT, because it is a state, 
broad based tax and seeks to levy 
(not completely successfully) the 
same mill rate on each property 
tax payer, is more equitable than 
the strictly local property tax. 
With the UPT,persons living in 
towns with valuable property do 
not have lighter property tax 
burdens. 

if) 





, Argdments against 
the UPT 

2.Very well. Even accept-
ing these arguments, the UPT 
can still be a very unfair 
tax. In many towns in Maine 
property identified by the 
State Valuation as "high 
value" property is inhabited 
by low income persons who have 
owned the land for generations. 
If the UPT were repealed then 
that town's taxes could fall. 
Property holdings can indicate 
"ability to pay" only if it is 
sold and being forced to sell 
your house is too severe a re­
sult for any tax. Why should 
we tax II \Nealthy" Georgetown with 
19.2% of its inhabitants below 
the poverty line to subsidize 
"poor" Cape Elizabeth. 

3. The UPT burden of each town 
is determined by the State's 
valuation of its property and 
the State Valuation is inaccur­
ate. This is especially true 
of our coastal and lakeside 
areas. 
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Arguments for the UPT 

D.Finally, "local control" has lit­
tle meaning if a town is too poor 
to do anything but scrape by. 

2.This is a valuable point and, as­
suming we keep the equal funding 
goals of the School Finance Act there 
seems 3 possible ways to deal with it: 

A.Lower further the UPT's share of 
the cost of education (currently 
45.4%) and increase other broad 
based taxes. 

B. Institute some form of "homestead" 
property tax relief (e.g., a property 
tax relief circuit breaker). 

C. Institute a system of deferring 
taxes. 

But, if we simply repealed the UPT 
and scuttled the idea of equal educa­
tion funding, then the only low-in­
c~~e people probably helped would be 
only those fortunate to live in the 
relatively few "pay-in" towns. 

3.The Select Committee on State Prop­
erty Tax Valuation found the State 
Valuation to be fairly accurate.6/ 
Further, it comrnunities where the com­
mittee found the UPT to be inconsis­
tent, the error were usually on the 
conservative side. See Appendix B 
for a sumrnary of this-report. But 
this brings us back again to the low­
income person on valuable land. Why 

can't homesteads be treated as other belong­
inqs. This miqht seem a too heart-
less response but here it is: sell 
your land, or enough of it to use 
the interest profits to pay your 
taxes.7/ Finally, if the State 
ValuatIon (and local assessing) are 
not as accurate as they could he, 
we should improve thorn. 'rl\c' c~x i stc~nc(~ 
of the UPT is a powerful and needed 
inducement to more accurate property 
taxes. 



Arguments against the UPT 

4.While it is true that the 
UPT only raises funds but 
does not distribute them, 
the School Finance Act,of 

which the UPT is a part, by its 
setting of an "expendi­
ture" floor, discourages 
local initiative it cutting 
back unnecessary school 
costs. 

S.The complexities of the 
School Finance Act, of which 
the UPT is a part,discour­
ages fiscal responsibility. 
For exampe, citizens are 
told that 90% of regional 
vocational education is funded 
by the State. In fact up to 
50% of the 90% which is the 
"State's" share comes from 
the UPT. Additionally, bas­
ing State obligations on 
prior year's State costs 
plus local expenditures pro­
vide a built in escalation 
of State expenditures. 

,.Finally, people when ar­
guing in favor of the UPT 
say "look at the relative­
ly low mill rate of the 
towns that want to repeal 
it". But they don't un­
derstand that such town's 
mill rates are low in part 
because they choose to do 
without many of the ser­
vices larger towns voted 
for. 
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Arguments for the UPT 

4.This is a valuable point but it ,does 
not realy pertain to whether or not a 
state property tax is a good idea. Nor 
is the discouragement of local initia­
tive that great. Localities are free 
to cut their school budgets and the 
result would be a generally lower UPT 
mill rate. 

S.These are good points. However, we 
must remember that the School Finance 
Act has been refined to the point 
where it is no longer deficiet ridden. 
Nor can expenditures for education in 
Maine be considered exorbidant. In­
deed, Maine's 1976 cost per pupil was 
the lowest in New Enqland and the 36th 
]nwest in the countrv.Sl 

7.This is a valuable reminder. But 
there is one additional point: the 
UPT is a state broad tax. Assuming 
an accurately administered property 
tax (both state and local) it is 
the same as the income tax or sales 
tax. And in combination, they can 
produce a state tax mix th~l more 
accurately taxes according to each 
person's ability Lo pay. Ideally 
speaking, there should be no "pay­
in towns" only "pay-in fJcr~,ons". 
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4. STAFF SUMMARY 

There seems no clear winner in this debate on the UPT. This 
1S probably due to four factors: 

A. Each side makes valuable points. 

B. There are satisfactory answers to two of the central ob­
jections to the UPT (unfair taxation and reckless spending): 

(1) If we can assume the State Valuation is or will be 
accurate, then persons living in "pay-in" towns pay at the 
same mill rate as everyone else (see above Argument 3). 

(2) The School Finance Act, at least compared to the 
other states, seems a rather frugal method of arrivinq 
at school expenditures (see above Argument 5 and F60t­
note No.8). 

C. Neither the repeal nor the retention of the UPT will 
solve the problem of too heavy property taxes on low and medium 
income persons (see above Argument 2). 

D. Finally, and perhaps most importuntly, the choice between 
the repeal and retention of the UPT seems a choice between two 
conflicting values: 

I Slowly, with each year, the 
control of our lives is being 
taken away by an increasing 
centralized government. Even 
if in the future the UPT can 
be made a more accurate tax, 
we will not give up this fun­
damental aspect of self-de­
terminancy: the right to 
raise taxes locally. 

For the UPT 

We will risk this limiting of our 
powers in the name of equity. Maine 
will always need to rely heavily on 
property taxes. The UPT, in seeking 
to levy the same mill rate on each 
property owner, regardless of where 
he lives, is the most equitable way 
to levy this tax. 

:- L t'! j c· t ( 

If this final factor - a conflict in values - is an accurate assess­
ment, then it would seem that to choose to retain the UPT also 
creates a responaibility to create l1ewmechanisms or institutions 
for meaningful participation In lQcalissues. One example of this 
woudl be the recently passed opportunity for citizens to vntc on 
specific items of the local school budget. 
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FOOTNOTES 

1/ The Legislature must each year set the exact amount to be 
distributed. The factors they must consider are cont~ined 
In 20 MRSA § 3747 (see Appendix :-) 

~-

2/ 20 MRSA § 3747, sub-§ 6. 

3/ 'fhe Maine Supreme Court in Town of Action v. McGary 356 A 
2d 700 (1976) made it quite clClr thut the UP'l' is levied on 
individuals not towns: ~Thus, the State property tax, as a 
tax on property, is a tax Inid upon t.he estates of persons 
loca ted-WTII1Ti1the boundarie E", of sever .::llJim11i (~I"p,,1 it j l'S ( ,llld 

it is the persons who own the estau:.s v\,i thin the ... muni­
cipalities'who are the taxpayers '" not the ... municipali­
ties." at 706. 

4/ 20 MRSl\ § 3747, sub·-§ 8 (sec above). 

~/ (vi118ms, "Property 'raxe~3: Who Heally Pay:,;" 
l\iJril, 1977). 

Maine 26 (March-· 

6/ Tlw Hcport of the> Select COlllln.LttC(; on Stale 'rax Valuation, 
l~; I-he Stil.l:l' V,:1luation l\("cur;-Ite'? (F'(~L)J:llary, 1977) . 

7/ ;viJlo111s (se(c~ above footnote number 5) stat.es: "But what about 
the poor far:rrlei:/fisherman who IS 51 ttin<j on several hundred 
,:lcres that have skyrockel~C'd i.n value and who lloesn I t have 
0nough cash income to cover his properly L~x bill? 

Tough. The whims of the marketplace-have turned him into 
d w(~al thy ITIClI1, and there I s no reason to bel ic;ve that. he de~3per­

utely needs tax relief. But, he argued, he is being driven off 
the land, forced to sell his property lo pay the tax. 

Well, okay, he would be forced to sell part of it if he 
\V('[,l) deriving IlO income at all from the propL~rt.y. EVen then, 
with the current ratio of interest rates to tax rates (5 per­
cent interest, 2-2 1/2 perccmt tax) a landowner would have to 
sell only a third of his land and put the pr()cc~eds into Eiav­
ings~o have interest income pay Ilis taxes on the other two­
thirds every year." 

8/ The following is reprinted from tlw Marcil 20, Portland Sunday 
Telegram (p. 16-A): 
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CAPSULE DESCRIPTION OF THE "SCHOOL FINANr.E ACT OF 1976" 

Each year, the Legislature determines a "basic education 
allocation" which serves as the basis for subsidy reimbursement 
to each administrative unit. The costs which make up the basic 
education allocation are: 

-- In the year immediately prior to distribution of funds: 
Elementary operating costs. 
Secondary operating costs 
90% of the costs of special education programs' 

operated by the unit. 
90% of the costs of vocational education. 
90% of the costs of operating school buses. 
The costs of school bus purchases. 

-- In the year of distribution of funds: 
90% of the costs of special education tuition. 
100'70 of the"costs of capital outlay projects 

approved by the State Board of Education. 
Al'l debt service on approved school construction. 

Each year the Legislature sets a uniform property tax that 
will produce no more than half of the total basic education costs, 
the other portion to be financed from state sales and income taxes. 
(In 1976-77 the uniform tax was set at 13 mills or 45.4% of the 
basic education allocation.) 

Additionally. the Legislature appropriates funds for subsidy 
adjustments (1) for unusual enrollment increases within units and 
(2) to compensate for high costs associated with geographic isolation. 

The Legislature also appropriates funds to guarantee each 
school unit a maximum retu~n of $90 per pupil when an optional 
2 mills are voted by local school units. 

If the uniform property tax raised by a unit on its state 
assessed valuation of property is less than the unit's basic educa­
tion allocation, the State pays the unit the difference. 

If the uniform tax is greater than the unit's allocation, the 
u n 1 t sen d s t h I) e x c e 8 Fl tot It {} S t.n t e . 

The uniform tax Is made available by municipalities to school 
officials on a monthly basis. and state aid is paid monthly. except 
for debt service which is paid the month prior to its due date. 

State aid to each unit will range from zero dollars to 
approximately 90% of the basic operating costs, depending upon the 
state valuation of the unit. 
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ALL UNIFORM PROPERTY TAX REVENUES 
ARE GENERAL FUND REVENUES 

It is important to realize that under the School Finance 
Act all UPT revenues ($138 million this year) are General Fund 
revenues. Thus, the School Finance Act means the state, out of 
its General Fund (UPT plus other broad based taxes), is funding 
nearly 100% of the cost of education in Maine. The following 
analysis is based on the 1977 School Finance Act. 

1. Organized territory 

A. 11.5 mills (UPT rate) X state valuation of = $134.4 million 
the organized 

(1 ) 

territory 

Of this $134.4 million, 5.2 million are "pay­
in" dollars* and this money actually is sent 
into the General Fund. The other $129.6 stays 
in the local communities under a voucher system; 
but it is just as though the state sent it out 
from the General Fund. 

* A simple definition of "pay-in" dollars: the amount, if any, 
the UPT (11.5 mills) raises that is above a town's education 
allocation under the School Finance Act. 

2. Unorganized territory 

A. 11.5 mills (UPT rate) X state valuation of = $3.6 million 
unorganized territory 

3. T<Dtal "pay-in" 

How much money, in total, is raised by UPT over the amount 
allocated a town or area by the Legislature: 

Organized territory 
"pay-in" 

Unorganized territory 
"pay-in" 

$5.2 million 

$1.5 million 

6.7 

.!/ Of this $3.6 million, 1.5 are "pay-in" dollars. However, unlike 
the UPT revenues raised in the organized territory, all $3.6 
million is sent into the General Fund. Then, in an appropria-
tion seperate from the School Finance Act: (a) $2.1 million is 
appropriated from the General Fund for education in the unorganized 
territory; and (b) $.7 million is appropriated from the General 
Fund for education of Indians. 



B. IF THE UNIFORM PROPERTY TAX IS REPEALED, HOW WILL THE SCHOOL 
FINANCE ACT BE AMENDED? 

Last session at least three major efforts to repeal the UPT 
(and countless amended versions) were voted on by the Legislature 
and defeated. Each tried to resolve these main problems: 

1. If the UPT is going to be repealed, how do 
we absorb the $6-7 million loss in "pay-in" 
revenues from the UPT? 

2. If the UPT is going to be repealed, how 
does the state insure that the basic, 
minimal amount necessary for education 
will be spent by each town? (The UPT, 
when levied, makes it impracticable for any 
town to spend less than thR~ amount on local 
education. ThUS;-it insures that in each 
town a basic, minimal amount would always be 
spent on education.) 

Included in the background materials of this section are: 

1. A summary prepared by the staff for the 
Committee on Taxation comparing the three 
major UPT repeal bills. (Of course, many 
of the features of these bills changed 
during the course of debate.) Also in­
cluded is a description of the terms used 
in the comparison. 

2. Rep. Palmer's description and argument for 
one of these 3 repeal bills, L.D. 1024. 
How did L.D. 1024, as amended, confront 
the two issues described above? 

a. Loss of $6-7 million pay-in. LoD. 
1024, as amended by the Committee on 
Taxation, would have mainly re~~£ed 
the state educ<;l.tion sllbsidy to-towns, 
thereby putting heavy pressure on 
them to raise the local property tax 
or; to cut education expenditures. 
'Further~ it saved $1-2 million by 
keeping the inhabitants of the un­
organized territory as "pay-ins". 

b. Towns refusing to raise sufficient 
education funds. Parents were given 
an appeals procedure if they thought 
too little was being spent on educa­
tion and the new distribution system 
of state education funds had a penalty 
(less state money) for not raising 
a sufficient amount. 

B-1 to B-4 
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LLOCU r.I"!!I\l'TROT U Expenditure Expendi Local Pellalty for not CONSTITUTIONAL VIOLATIONS ; Pow- Power to P floor ture Leeway raising basic 
er spend T ceiling !!!llocat:ion FED- l:T4.TE VIOLATI0~ __ 

ito less ERAL Equal Equal SSSE!6sment tax , Protection "of property taxes ! 

--. 
1976 Yes, if a Yes, every No, re- Yes NOT APPUCABIE No Perhaps No 

SCHOOL No town needs IYes town receives ~ealed .. 

FINANCE to use "10- I app. 1001. of y 107t1-
ACf cal leeway" 

I basic cost of for one 
dollan. I education. year. 
Only 17 townt 
did no~Lut 
vear i .. 

L.D. 
IYes \NO 

No (but a Assume designated 
1023 Yes penalty and No Yes mill rate of No Perhaps Probably I I citizens can (same 10($500,000) if 

I appeal) as town X raises only 
cur- 9 mills, it gets 

I rent only 9JlP of its 
I law) 9 tate'''share: 

\ 

$450,000 , 

I --_. 

iYes 
!NO (but a L.D. Assume a designated 

1024 Yes No jpenalty and No Yes mill rate of No Perhaps Probably 
, ,citizens can (same 10($500,000) if 
i lappeal) as town X raises anI) 
1 cur- 9 mills ($400,000 , 
I I 

rent its state aid is 
! law) reduced dollar for 

dollar to $4i)O·,OOO • 

I 
.. ' 

I Yes :ft: III municiisUty 
Perhap~ LD Yes, while Ires (but in- Yes (bui (but' does not ra se No Probably 

175' Yes there is an r .re"" Com- je.. in- .1<her 12 mdll. or 
expenditure inissioner's apply t< creasel /lin l!IIII()unt.e ual to 
floor, only ost of educa State state its basic e~ucation 
17 tClVliUl ion by for hare - partil allocation, it 

I 
didn't use $3 million) ship, cipa- receives!!!? state 
"local lee- IWaiver) tion; aid. 

rVay" last 
I 

. cost of I 

year ... $2 M) 

~ This year 38 out of 497 municipalities decided to live within' 
,education subsidy provided by the state and to not vote extra 
local property taxes for education; see pages A-22 to A-23 of 
the packet for a listing of these towns. 
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1. Comparative terms 

A. Local control 
Because the three school funding bills keep entact 

the current law's method of arriving at school costs, the 
state valuation procedures, and the setting -- but not 
levying -- of a Uniform Property Tax mill rate, there are 
only two "local control" goals in question: 

1. 

2 . 

The tower to tax: a municipality should be free 
rom interference in the amount of money it 

raises from its local property tax base. 

The power to spend less: the state should not 
restrict a locality's initiative to achieve 
increased efficiency in school administration. 
This is more a theoretical problem than a 
practical one. Because the state does not 
actually fund 100% of the basic cost of educa­
tion, most towns, even "pay-ins" must use 
either "local leeway" dollars or local pro­
perty tax dollars and those towns already 
have an opportunity "to spend less." Last 
year only 17 out of the 497 localities did 
not need more than the state's basic alloca­
ti:on. 

* This year the number has increased to 38 out of 497 communities. 

B. Uniform Property Tax 
The use of a Uniform Property Tax in an attempt, per­

haps not always successful, to have the property tax be­
come a broad based state tax that levies the same mill rate 
on all propertx owners no matter where they live. This 
increases the 'ability to pay" accuracy of our tax 
structure. 

C. Expenditure floor 
An education spending level below which a locality. 

cannot go. It insures that all towns will make a minimum 
education effort. For towns that need no more than their 
"basic education allocation" a floor is a bar to frugality. 
(17 towns last year). 

D. Expenditure ceilin~ 
An education spen ing level above which a locality 

cannot go. Prevents eventual spending disparities be­
tween wealthy communities and poor communities. On the 
other side: might discourage superior education efforts. 

E. Penalty for not raising '~basic education allocation" 
If there is no expenditure floor than how does the 
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state insure a sufficient funding effort for education? 
L.D. 1023 and L.D. 1024 have no floors and each provides: 

1. An appeals process whereby 10% of the locality's 
voters must petition the State Board of 
Education within 45 days; and 

2. A reduction in the state's share of school costs. 
The penalty of L.D. 1024 is slightly stiffer 
than the one for L.D. 1023. 

F. Local leeway 
The State's matching funds to any town that feels it 

needs more school funds than its "basic education alloca­
tion." Under current law a town can raise up to two 
mills locally and the state must kick in enough money to 
assure that each mill raises an amount e9ual to $45 per 
student in the locality. With this year s new and higher 
valuations the amount the state will contribute has 
decreased. 

G. Constitutional violations 
There seems three main areas in which these bills 

might violate either the federal or the state constitu­
tion. 

1. Federal constitution: the Rodriguez case (U.S. 
Supreme Court, 1973) established that even 
though the Texas school funding system 
relied heavily on local property taxes 
and that wealthy areas had better schools 
than voor areas, the importance of the 
state s concern for local control was suf­
ficient to bar the court from deciding 
whether the federal "equal protection" 
clause was violated. The court said educa­
tion was not, under the U.S. Constitution, 
a "fundamental right" and therefore they 
would bow to the state's right to set its 
own priorities (i.e., local control). The 
door, however, was left open for individual 
state courts to decide whether such a funding 
system violated any equal protection clause 
in the state's constitution. 

2. State constitution: In Maine, there are two 
possible violations of the state's con­
stitution: its "equal protection" clause 
and its requirement that all state property 
taxes be assessed and apportioned equally. 
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(a) Equal trotection. Maine's constitution' 
has bot an "equal protection" clause 
(Article 1, § 6-A) and a section which 
might be construed as defining education 
as a fundamental right (Article VIII, § 1). 
Thus, a state court might find that the 
state's interest in "local control" does 
not outweigh the disparities in school 
spending caused by relying on local pro­
perty taxes. The strongest state funding 
system would have a system to equalize the 
trolerty tax base (as all three competing 
il s do) plus an expenditure lid and an 

ex1enditure floor (as only the Greenlaw 
5i 1 does). Thus, even the current School 
Finance Act, which has no "lid," is also 
susceptible to challenge. 

taxes. 
tree 1 S seem to V10 ate testate 

constitution provision (Article 9, section 
8) that all state property taxes be appor­
tioned and assessed equally." They do 
this in their attempt to solve the problem 
of how to replace the approximately $3-4 
million dollars lost when the UPT is no 
longer applied to the unorganized territory. 
All three bills counter this loss with an 
enlarged version of our second state 
property tax -- the Local and State Govern­
ment Tax (USGT). This tax is used to 
collect revenues from the unorganized terri­
tory to pay for governmental services pro­
vided it by the state. But a state pro­
perty tax, under the constitution, must be 
levied on all property (unorganized and 
organized)@ So the LSGT is levied on all 
property in the state (last year it was 
10 3/4 mills) but towns in the organized 
territory have been allowed to keep the 
revenues for their own local needs and, 
with no interference from the state, if 
they did not need the LSGT's full yieTaL 
they did not levy it or collect it. Any 
town that did not levy the full tax would 
seem to be in clear violation of the con­
stitution. (Last year 180 did not.) Under 
all three of school funding bills, some or­
ganized towns would not raise the full LSGT 
and thus,if enacted,any bill might be suscep­
tible to constitutional challenge. 

The Committee on Taxation is studying this issue 
but any solution might necessitate an amendment 
to the constitution. 
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STATEMENT by House Minority Leader Linwood E. Palmer, Jr. 

MARCH 23, 1977 '- in testimony before the Taxation Committee 

Senator Wyman, Representative Carey, members of the Committee: 

My name is Linwood Palmer and I am here today as the sponsor 

of LD l 0 ~ 'to 

The proposal I am submitting today is called the Ratio System. 

It is a proposal which I think will correct the problems and in-

equities we find in our current law while maintaining the very 

laudable and commendable goals that the authorsof LD 1994 originally 

sought to achieve. The maintenance of sound educational opportunity, 

regardless of wealth, is a policy which is inherent to the philosophy 

of the Ratio System, just as it was to the original LD 1994 and to 

the amended versions we have developed in subsequent years. Also 

inherent to the philosophy behind the Ratio System is that the 

State must-assume at least 50% of the cost of Public Education in 

order to help communities help themselves in providing sound 

educational opportunity. 

The significant difference between this proposal and our 

current law is in regard to the method in which property tax 

revenue is raised. The Ratio System abolishes the Uniform Property 

Tax. Rather than mandate a uniform mill rate levy on all taxable 

property, the Ratio System allows communities to decide locally, 

at their town meeting or through their local municipal government, 

the property tax level they are to raise for the support of public 

education. It is a decision that is made locally rather than 

mandated from Augusta. 

Under the Ratio System, each school administrative unit has 
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a matching rati9 for eligibility for state funding which is 

determined by their ability to raise funds locally through the 

property tax. The Legislature will annually estimate a total 

school funding level and determine an average property tax mill 

rate for the purpose of establishing ratios for each school unit. 

For example, if the Legislature for next year-established a funding 

level of $290 million with an average property tax rate of ll~ mills, 

each unit would have a ratio for state funds based on their total 

school costs and their ability to raise funds at 11\ mills. 

Let r S take two hypothetical school units, School Unit A and Unit B, 

with budgets of $1 million. School Unit A at ll~ mills raises 

$500,000 of their $1 million budget. They woul~ therefore, have a 

ratio of 1 to 1, ~hich means for every dollar raised locally they 

receive $1 from the State. In School Unit B, let's assume at 11% 

mills they raise $250,000 of their $1 million budget. They would 

have a ratio of 1 to 3, which means they- would have received $3 

State dollars for every dollar raised locally. State matching, 

under the Ratio System, is, as this demonstrates, a subsidy based 

on need and is available only up to the level of estimated costs. 

Therefore, there can be no deficits at the State level. 

Many of you are probably asking why we should repeat the uniform 
\, 

property tax. The pay-in feature of our existing law is one reason, 

but certainly not the only reason. There are other reasons. I 

was a member of the Legislature in 1951 when we passed the sales 

tax and repealed the State property tax because we felt the State 

should get out of the property tax business. The property tax is 

the only source of revenue local governments possess. When the 

State taxes property, we erode the revenue base of local governments. 
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By~roding the local tax base, we gradually erode local control and 

therefore force municipalities to rely on the State for programs and 

services they once were able to fund themselves. 

Repealing the Uniform Property Tax also allows, in my opinion, 

for a more workable school funding program. The Ratio System 

provides us the opportunity and the flexibility to go to current 

year funding levels since we have an [ncen~tive~"to~save'r6"C"atty. 

U~I'-~he~'curreht school subsidy law, we have been forced to fund 

to the cost level of the year prior to allocation in order to 

control costs. This has unquestionably placed a severe burden on 

low valuation communities who are forced to pay for inflation each 
--------

year through the local property tax. 

In order to simplify the proposal I am sponsoring today, I 

would like, in conclusion, to run through 9 brief points on the 

Ratio System: 

1) The Ratio System abolishes the Uniform Property Tax. 

An average determined mill rate is used as a benchmark 

for all communities to determine their individual ratios 

for eligibility of state funding. Furthermore, all 

communities, except what are now the so-called ''pay-ins'', 

would be taxed at the same rate if every administrative 

unit matched all available state funds. 

2) All present "pay-in communities" would finance their school 

systems through the property tax solely. Obviously, the 

state would have to contribute as part of their share of 

education costs the amount of ilpay~in dollars" which would 

-------------------
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have been received if a uniform. property tax were in effect 

at the established mill rate. In fiscal year 1976-77, the 

"pay-in" was $4. 7 million, or about 1. 7% of the $265.4 

million budget. 

3) The Ratio System provides that all administrative units 

eligible for matching grants, in deciding the level at 

which to fund their systems, will possess the same financial 

resources in making that determination up to the level 

determined to be their necessary costs. The reason this is 

true is because, through the Ratio System of matching state 

funds, a mill raised locally will generate the exact same 

percentage of a unit's total cost in all units eligible for 

state aid. 

4) In an effort to keep necessary expenditures at as low a 

level as possible, a unit is not directed to spend the 

limit determined by the state to be their total costs. This 

provides some local control and responsibility. However, 

since the Ratio System equalizes financial resources, the 

local decision need not be based on the fact that a 

community does not have a sufficient tax base. If a unit 

can cut costs, it will save its own tax dollars. 

5) Since the State has an obligation to assure sound educational 

opportunities throughout Maine and since General Fund 

revenues contribute more than 50% of the total cost of 

education, a local appeals process to the State Board of 

Education would be established. An appeal to the Board 
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could be made by local residents only if their administrative 

unit did not maximize their eligiblity for matching state 

funds. The Board would have the authority to require a 

unit to raise additional money only if it found the unit's 

educational programs did not meet necessary standards. 

6) No administrative unit would receive less state aid than 

under the present law. Likewise, no unit would be required 

to rely more heavily on the property tax than under existing 

law. 

7) Local property tax dollars would help finance education 

in that same community. 

8) A total state dollar commitment to public education would 

be identified. Expenditures from the state c~uld not exceed 

that level which was established but conceivably could be 

(

less if every unit 

matching funds. 

did not take advantage of all available 

9) In general, this proposal would assure that no Maine community 

would have to tax its property owners above a set and 

reasonable level to assure a decent education for those 

students enrolled in its school syste. It can basically 

be viewed as a "circuit-breaker" approach to education 

I finance as opposed to a "redistribution-of-property-wealth" 

approach. 

In conclusion, I believe the one great advantage of this 

proposal over the existing method is that it provides local control. 
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Under the current law, there is little inducement to cut costs 

where possible since a unit will receive no tax cut as a result. 

The Ratio System provides an incentive for communities to cut costs 

where possible, because they will realize a tax reduction for their 

effort. I believe this is the only way we can control the escalating 

cost of public education. 

I, somehwat reluctantly, have finally come to the conclusion 

that there must be a better way to guarantee solid educational 

opportunities to all school children in Maine. I fear that our 

current Funding Law, with the Uniform Property Tax and near total 

State control over established annual education costs, may soon 

lead to a public backlash that will result in a lowered standard of 

educational opportunity in Maine. Unfortunately, we must accept 

the fact that it's time that the Maine Legislature proved that we 

can develop a Funding Formula that is fair and equitable to all ~~\.iL.­

people of Maine. Toward that goal, I believe it is necessary that 

the Uniform Property Tax is repealed. 

Thank you. 



CJ IF THE UNIFORM PROPERTY TAX IS REPEALED, HOW WILL THE STATE 
FUND THE $6-7 MILLION THAT WILL NO LONGER BE COLLECTED FROM 
"PAY-IN" COMMUNITIES? 

Next year the UPT will generate approximately $6-7 million 
from "pay-in" communities: 

1. Organized townships "pay-in": 

2. Unorganized territory inhabitants 

App. $5. 2 

App. $1. 5 
App. $6./7 

If the UPT is repealed and approximately 50% of school fund­
ing returned to the local property tax, how will the $6-7 million 
"pay-in" be made up? This is an important tax policy question. 
Last year repeal bills tried a number of measures. Most signifi­
cantly, they simply spread the $6-7 million around to all towns 
and let them decide whether to make up the lost funding. But 
this is not the only solution.The 1976 Select Committee on State 
Tax Policy commented on the fact that repeal of the UPT could 
result in some form of tax reform: 

" [I f the UPT is repealed this lwould mean the property tax was 
no longer a state levy, and that each property holder in the state 
would no longer be paying at generally the same rate. Persons 
living in property rich towns would have a lighter property tax 
burden; persons in poorer towns might be more sorely taxed. The 
fairness of the Maine tax structure might be lessened. This 
would depend on how the Legislature decided to replace the lost 
UPT revenues. If it returned entirely to the local property tax 
for approximately 50% of the costs of basic education, the tax 
structure would become more inequitable. If it made up the UPT 
revenues with a combination of local property taxes and, for ex­
ample, personal income taxes, the equity of the Maine tax struc­
ture might even be improved. The personal income tax is our most 
accurate broad-based tax. But this assumes that the local property 
tax is accurately assessed and we have already emphasized the im­
portant role the state valuation process and the levying of the 
UPT play in improving local assessment practices." 

The Select Committee suggested that. increasing the state IS 

share of education by increasing income tax revenues might 
actually be an improvement. -a~er possibilities might be: 

1. Institution of a local income tax (per-
centage of the state income tax) so towns can de­
cide whether to use local property taxes 
or local income taxes, or 

2. Increase the state's share of education 
by $6-7 million using other General 
Fund dollars. 

The background material for this section is a paper by John 
Joseph of the State Planning Office which emphasizes the need to 
view the UPT as only one of our broad-based General Fund taxes. 



It tries to answer the question: which towns, When you consider 
not just their UPT payments, but also their other broad based 
tax payments (e.g., sales, income), and really "pay-in" towns 
as far as education is concerned? 

This question is very important when one considers the find­
ing of Bowdoin economist Timothy Smeeding: that "property rich 
towns are often income poor and both sources of funding must be 
taken into account when determining ability to pay for schools." 
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FORH/.D.RD -

This paper is a staff report on selected tax equity 

issues and should not be construed to be the position of the 

Governor or his administration on the school finance issue or 

the uniform property tax referendum. 

The report focuses on the tax equity implications of 

School Finance in Maine. It makes a number of observations 

that are intended to help clear up ~ome of the misunderstanding 

surrounding this law. 

The paper, however, does not deal with the poli~y areas of: 

1. Proper amount of State/local funds for education 

2. Alternative funding mechanisms and their constitutionality 

3. Local-State control issues 

4. Governor's position on Referendum 

5. Quality of education 

6. Capitol expenditures for education 

7. Land use and economic development issues related to 
more Uniform Property Tax rates 

R. Th~ benefits of shdred proparty t3X~5 

the Department of Education and Cultural Services for their 

assistance in providing factual data. However, full responsi-

bilities for the results and any errors lies with the author. 
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INTRODUCTION 

Historically, local property taxes have been the backbone 

of public education finance in Maine communities, and indeed, 

throughout the United States. The result o£ this dependence upon 

local property taxes has been that communities with low property 

valuations in relation to their student populations either spent 

less on each pupil's education or subjected the property owners 

in those communities to rather severe tax burdens. Significant 

disparities in education opportunities between communities in 

Maine resulted from this situation. 

State education policy has evolved over the past twenty 

years in an attempt to alleviate these disparities and encourage 

equal education opportunities for all students in Maine. This 

policy has evolved because of a belief in equal education oppor-

tunity. Indeed, the Maine constitution (Article VIII, Sec. 1) 

states that: 

... the Legislature are authorized, and it shall be 
their duty to require, the several towns to make 
suitable provision, at their own expense, for the 
support and maintenance of public schools; and it 
shall further be their duty to encourage and suitqbly 
endow, from time to time, as the circumstances of the 
people may authorize, all academies, colleges and semin­
aries of learning within the State ... 

In 1973 the evolution of this policy to encourage and provide 

for public education was significantly accelerated with the 

enactment of the School Finance Law of 1973, often called L. D. 

1994. This legislation dramatically altered the mechanism for 

financing public education in Maine by instituting the Uniform 
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Property Tax and adjusting the allocation formula for State aid 

to local public schools. This resulted in shifts in tax burden 

and levels of State aid among Maine commun1ties and thus became 

the subject of considerable controversy. 

Controversy surrounding this law has been intense and 

divisive, dividing Maine residents into proponents and opponents 

depending in large part upon where they live. Communities that 

lost revenues as a result of the School Finance Law have taken 

the leadership in a campaign to repeal its tax Mechanism. 

The focal point of this campaign was a petition signed by 45,000 

people in 1976 and delivered to the State legislature to repeal 

the Uniform Property Tax. According to the State Constitution 

this petition forces the l08th Legislature to either enact the 

proposal to repeal the funding mechanism or to put the question to 

public referendum in the next general election in 1978. 

Maine people and the State Legislature are facing a very 

important decision and that decision must be based upon a clear 

understanding of the issues involved. The purpose of the State 

Planning Office in developing this report is to set forth a number 

of observations which will aid in making an informed judgment on 

this important question. The report focuses only on the tax equity 

implications of the School Finance Law. It does not propose answers 

to aiJ. the questions raised by the School Finance Law. Rather it 

presents a number of observations and conclusions on the equity 

issue that will assist each individual in making his or her own 

judgment on the tax equity of the current system of financing 

public education in Maine. 
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Before presenting the observations it is helpful to outline 

the major changes in education finance that,resulted from the 

School Finance Law of 1973 and that are still intact in the 

School Finance Law of 1976 which amended the previous legislation. 

The provisions put forth below are the essence of the current 

School Funding Law as it relates to tax equity. 

First, the 1973 law increased the level of the State General 

Fund non-property tax contribution to municipalities for public 

education, i.e., those moneys which come into the General Fund 

through the broad-based taxes such as the income, sales taxes, 

etc. The General Fund non-property tax share of education costs 

from 1956 to 1974 had been increasing, on the average, at a rate 

of 16% per year. ~n 1974 the State's share increased a full 44%; 

that is from a 38% share to 50% share of the total public educa-

tion costs in Maine. 

Second, the 1973 law eliminated the percentage minimum State 

aid to education. The level of State aid for education had for 

a number of years been based upon a,sliding scale by which the 

percentage of communities' expenses which were subsidized by the 

State was dep~ndent upon the property valuation per pupil in each 

community. However, before the enactment of the School Finance 

Ac~ communities received a minimum 18% of their education expend i-

r r 

tures in a broad range of categorical assistance programs regardless 

of their state valuations. 
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Third, the 106th legislature enacted a Uniform Property Tax 

which requires each community to generate at least 13.0 mills~ 

(presently) on their State valuatio~*for educational purposes. 

Communities are now required to raise these funds without regard 

to the level of local education needs (determined by the State 

Legislature). Any funds that they raise over and above their needs 

through the Uniform Property Tax are sent to the State to be used 

to fund education in communities that raised less than their needs 

from the 13~0 mills property tax on their State valuation. Communities, 

however, during the current year, have the opportunity to assess hiaheI 

taxes to improve their educational programs. There was a limit to local 

spending in the original law but this has been eliminated for a period 

of one year. 

What is a "Pay-in" Community? 

The generally accepted definition of a so-called pay-in community 

is any municipality which generates more than its state-designated 

school needs through the Uniform Property Tax. For example, in FY 

1977 each pay-in community sent to the State the difference between 

its minimum education needs as determined by the legislature and 

the amount of income generated by assessing the uniform Property Tax 

mill rate of 13.0 mills*on its State valuation. / 

* A tax rate of 13.0 mills means that property owners pay $13.00 in property taxes 
for each $1,000. 00 in value on their property. This 13. 0 mills is the mill rate 
which when applied to the total state valuation yielded about 46% of the total costs 
of operating public schools in Maine during fiscal year 1977. 

**State valuation is the full value of property in each canmunity as determined 
by the State Bureau of Taxation. The procedure for measuring full value essentially 
consists of adjusting local assessments to 100% value through the use of sales 
ratios based upon observed. market transactions. 
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~~t rS a "Pay-in" CamTunity? (continuation) 

According to this definition, there were 50 pay-in communities in FY 

1977 and their net payment to the General Fund was $4,464,371. Table 

la in the appendix lists these communities and their individual net 

contributions in FY 1977. 

This definition and the list of the pay-in communities resulting 

from the definition obscures the true allocation of tax burden for 

education in Maine. In FY 1977, the total State subsidy for education 

(not including federal revenue sharing but including the pay-in 

portion)is expected to be $137,640,466.* However, only $4,464,371 

or 3.2% is net pay-in from the Uniform Property Tax. Where does 

the rest of the State aid come from? It consists of some $133,176,095 

in sales, income, and other general fund revenues and comes largely 

from the higher income municipalities in the State. 

This observation indicates that there is substantially more than 

$4,464,371 being shared among communities for education purposes and 

there are certainly many more than 50 pay-in communities. Focusing 

on the 50 towns listed in Table la as the only communities that contri­

bute to education costs in other communities is a misconception. 

The Education Finance mechanism in Maine is much broader in scope 

than a view of the 50 pay-in communities would suggest. 

In the final analysis, a community is a "pay-in" community if 

the residents of that community contribute more to the costs of 

public education than they use in their own communities. An entirely 

different list emerges from this definition. A number of communities 

that ~tJere considered to be collecting communities under the currently 

accepted definition would, under this definition that accounts for 

contributions other than just property taxes, be categorized as "pay­

in" communities. 

*Source: M~ine Dept. of Education & Cultural Services 



Table l*illustrates that if the more general definition of a 

pay-in community as described above were applied, some communities 

previously categorized as receiving communities would emerge as pay-

in communities. A formula developed by the State Planning Office 

was applied to each community to estimate what it contributed to the 

50% State share of education costs from nonproperty tax sources. 

This formula is described in some detail in Table 1. The essential 

point of the formula is that each community contributes to general 

fund taxes for education in proportion to the level of income in 

that community. Although the formula cannot be expected to yield 

exact results it does give a good indication of where the non-property 

tax funds for education originate. 

Table 1 orders the sample of communities beginning with those 

that pay in the most and ending with those in the sample that receive 

the greatest net subsidy. Column 5 indicates that many of the larger 

communities in Maine such as Portland, Lewiston and Bangor are in the 

final analysis pay-in communities. Although no attempt was made to 

estimate every community's status in terms of state aid, Table 1 

does clearly indicate that sharing of broad-based tax resources is 

viidespread throughout Maine. 

* In order to facilitate clear presentation, only sanples of the various 
groups of cornnunities are analyzed in each table of this report. A nore 
detailed presentation of the information in the report can be found in the 
appendix. 

- 6 -



Table 1 
Analysis of the Flow of Tax 0011 ars for Education 1976-1977 

Non-Property** 
Community Total Uni form Subsidy by* Tax Contribution Net SubSidy Considering·' 

Allocation ProQerty Tax Current Definition To Educat.i on All Contri but; o,~~ 

Wiscasset 929,500 3.412.500 -2,483,000 273,000 -2.756.000 
Portland 12,733,500 8,320.000 4,413.500 7,075,000 -2,661,500 
Lewiston 7,347.500 3.672.500 2.675.000 4.473.000 -1.798.000 
South Portland 5,118.300 3.045.200 2.073,100 2,774.000 700.900 
Fa lmouth 1,817,700 1,118.000 699,700 1.187,000 - 487,300 
Raymond 443,900 588,900 145,000 262.000 - 407,000 
Bangor 6,170.500 2,808,000 3,362,500 3.661,000 299.000 
Millinocket 2,263.400 1,643,200 620,200 882,000 - 261.800 
Castine 132,300 199.600 67,300 96.000 163,300 
Carrabasset Valley 26.100 180.000 153,900 4,000 157,900 
Cape Elizabeth 2.537.100 1 .101 .100 1.436,000 1.357.000 79.000 
Waterville 3,947,100 1.773,200 2,173,900 1.980,000 193,900 
Auburn 5.262.700 2.158,000 3.104.700 2,908,000 196,700 
Augusta 4~790s500 1,996,800 2,793,700 2,584,000 209,700 

his measure of net State contribution is arrived at by subtracting each corrmunity's Uniform Property Tax collections fu~om 
hat community's total allocation for education. This is the current definition. i.e .• column 1 less column 2. 

This measure of Non-Property tax contribution represents each community's portion of educational financing from sources 
ther than property taxes. The following three steps summarize the estimation procedure used. 

1) Each town's personal income was estimated based upon the U.S. Office of Management and Budget's calculation of 
money income. This measure of money income was transformed to personal income for each town based upon the 
statewide ratio of money income to personal income statewide. . 

2) Next the percentage of personal income earned in Maine that goes into the ~eneral fund was multiplied by the 
percentage share of the general fund (not including uniform property taxes) that was spent on education in 1976. 
This factor was estimated to be 2.7%. 

3) The product of town personal income and factor two yields an estimate of the dollar contribution of the residents 
in each community to the general fund for education. This is estimated to be 2.7% of each community's personal 
income. 

U*Column 5 is arrived at by subtracting Corumn 4-from Column 3. 
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Did the School Finance Law of 1973 Create the Pay-in Phenomeno~? 

. 
This analysis suggests another very important point. There 

were pay-in communities long before the current system of education 

finance was implemented in 1973. The contributing or pay-in 

community originated with the concept of State Aid to education. 

The School Finance Law of 1973 did not create the pay-in phenomenon 

but simply extended it to property taxes. Portland, Lewiston, 

and Bangor have been contributing for years. 

One could say that before the School Finance Law, property 

rich communities were given special treatment as compared to the 

communities enjoying higher incomes. 

This observation questions the advisability of treating property 

taxes on a different basis~r.~other taxes in the funding of education. 

Property ownership can be viewed as income because it can be transform, 

into an annual income. One could simply sell property, put the 

receipts in an income-earning asset such as a bank account, and 

enjoy the interest as income. Therefore, property taxes for educa-

tion should not be considered differently than other taxes for 

education financing purposes. The funding mechanism in the School 

Finance Law assured that property taxes would not be treated 

differently in education finance. 

What Does it Mean to be a Pay-in Community? 

This report has pointed out the fact that the current definition 

of a pay-in community obscures the issue of th.e education finance 

burden~ 
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However; since the current debate continues to revolve around the 
y 

plight of the pay-in communities as defined only in terms of 

property taxes, this section, and the next,. present a number of 

observations on the situation in those communities. 

First, one must understand why some municipalities pay-in. 

It is simple: they have few students relative to the State valuation 

in those communities. The pay-in communities (defined in terms of 

only property taxes) can be divided into two groups. One group 

consists of those communities with a relatively large'percentage of 

their valuation owned by non-resident populations and, therefore, 

valuable seasonal homes and low student populations. 

Group I in table 2 is an example of this type of pay-in community. 

The percentage of property owned by non-residents is high in this 

group ranging from 35% to 67% of total valuation. This'results in 

relatively high valuation per pupil because non-residents educate 

their sons and daughters elsewhere. The valuation per pupil in 

this group ranges from $93,886 to $532,600. 

The second group consists of those communities with very 

substantial industrial facilities and relatively low population 

densities. Table 2 gives two examples of communities in this group, 

one having two major electricity generating facilities and one having 

a large pulp and paper facility. The valuation per pupil in this 

group ranges from $90,300 to $304,900. 

The valuation per pupil in the third group, the receiving 

communities, ranges in this sample from $19,400 to $56,605. The 

break-even point in 1976 was approximately $74,800 per pupil. That 

is, communities with higher valuations than $74,800 per pupil were 

for the large part pay-in communities. Valuation per pupil is the 

deciding factor. 
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Table 2 
Anall~is of School Aid 

Valuation 75-76 Student Valuation Per Net State Aid 
Resident I Non-Resident POQulation Student State Aid Per Student 

Pay-In Communities 
Group I 

Castine 9,977,500 5,372,500 126 121,800 -67,300 -534 
Islesboro 4,896,000 9,504,000 92.5 155,700 -55.700 -602 
Carrabasset Valley 4,569.800 9,278,000 26 532,600 -153,900 -5,919 
Raymond 20,385.000 24.915,000 482.5 93,900 -145.000 - 301 

Group II* 

Wiscasset 9,450,000 253,050,000 682 384,900 -2.483.000 -3,641 
Bai 1 eyvi 11 e 54,307,500 1.392,500 617 90.300 -92,000 -149 

Receiving Communities 

Group III 

Vassalboro 11 ,900.000 5,100.000 759 22,400 455,100 600 
China 11 .564.000 8,036,000 601 32,600 315.100 524 
Hemon 11,534,000 4.266.000 815.5 19,400 640,500 785 

Waterville 109,120,000 27.280,000 3,500.5 39,000 2,173,900 621 
Lewiston 226,000.000 56,500.000 7,OOB 40,300 2.675,000 382 
Portland 399,424,000 240,576,000 11,302.5 56.600 4,413,500 390 
Mil ii nocket 122,608,000 31.920,000 2.154 58,100 620,200 303 
Augusta 127,641,600 25,958,400 4,200 36,600 2,793,700 665 
Bangor 164.160.000 51,840,000 6,147.5 35,100 3,362,500 547 
Cape Elizabeth 84~OOO?OOO 700,000 2,123.5 39,900 1,436,000 676 

*Wiscasset and Baileyville have relatively high valuations per pupil because of the industrial tax ·base. in 
those communities relative to the population. 8aileyville. however, classified the paper mill in that 
community as resident property whereas Wiscasset classified the generating facilities as non-resident property. 
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Is The Prope'rty Tax Burden Excessive In the Pay-In Communities As 
A Result of the Pay-In Provision? 

Two things happened to the fiscal structure of the pay-in 

communities with the passage of the School Finance Law of 1973. Before 

the 1973 law all communities enjoyed State aid to education because, 
(-

as was mentioned in the introduction, there was a minimUm state 

subsidy of 18% for a broad range of l()c:aleducational" expenditures. 

After 1973, those communities now-classified as pay-in no longer 

received State" aid. In addition, those communities were required 

to share the property taxes which were generated on their full value 

tax base at the Uniform Property Tax rate but were not needed to fund 

the State-determined educational expenditures. Table 3 presents the 

history of State aid in what are now ten pay-in communities. The 

School Finance Law took effect in 1974-75 and a substantial change 

in the level of aid can be seen at that point. This phenomenon 

inevitably resulted in increased property taxes in those communities. 

But did this increase result in excessively high property taxes in 

those communities relative to other communities? 

Table 3 
State Aid to "Pay .. In" Corrmunities 

1973 - 1977* 

Community 1973-74 1974-75 1975-76 1976-77 

Ba il eyvi 11 e 76,691 - 12,583 - 126,460 - 91,987 
Boothbay-
Boothbay Hbr.CSD 72,058 - 96,577 - 324,173 1 ,587 

Bristol 50,135 28,486 74,774 - 45,475 
Brooklin 8,829 - 18,984 59,927 - 54,478 
Damariscotta 2,681 8,693 4,835 2,719 
Mt. Desert 19,542 26,881 - 247.879 -210,765 
Pleasant Ridge Plt. 5,285 - 54,400 - 111,025 -121,686 
Raymond 27,492 - 38,916 - 191,693 -145,011 
South Bristol 14,561 497 - 31,345 - 26,562 
Wiscasset 37,288 -491,447 -2.470,597 -2,483,010 

*Data Source: Maine Department of Education and Cu ltura 1 Services 
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An analysis of the data presented in Table 4 sheds some light On 

this question. The most striking observation is that, on the average, 

property owners in a sample of pay-in communities listed in Table 4 are 

assessed lower property taxes on each $1,000 valuation than are the 

average property owners in Maine. This can be seen by comparing the 

full value mill rates in column 1. In fact, the average mill rate in 

all pay-in communities in 1976 was 19.7 while the average mill rate in 

the collecting communities was 28.0. 

In dollar terms this means that if all property in each community 

is valued at 100% of State valuation, then a $20,000 property will be 

taxed $394 in an average pay-in community and $560 in a receiving communit 

a $30,000 property will be assessed $591 in an average pay-in community 

and $840 in a receiving community; and a $40,000 property will be 

assessed $788 in an average pay-in community and $1,120 in a receiving 

community. These full-value taxes include taxes for both education and 

municipal services. This analysis suggests that property taxes are not 

excessive in the pay-in communities and are, in fact, an average of 30% 

lower than they are in collecting communities. Columns 2-4 in Table 4 

illustrate that the pay-in communities, ever since the enactment of the 

Uniform Property Tax, are on the whole subject to lower property taxes 

than are the receiving communities. 

Table lb in the appendix presents the data found in Table 4 for all 

contributing communities. A review of Table lb indicates that there are 

twelve pay-in comm~nities with mill rates above the State average. 

However, a large percentage of the property in these communi-

ties is classified under the Maine Tree Growth Tax.and, therefore, have 

relatively low evaluations. Any minor local expenditures in any given 

year will have a substantial impact on the full-value tax rate. 
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TABLE 4 
---- Relative Property Tax Burdens, 1976 

EffecfiveTax Rate* 
$20,000 

Taxes Paid on Property Valued At** 
In Mills $30,000 $40,000 

Pay-in: 

Castine 21. 3 426 639 852 
Islesboro 20.1 402 603 804 
Carrabasset Valley 20.8 416 . 624 832 
Raymond 21. 0 420 630 840 
Wiscasset 17.8 356 534 712 
Sa il eyvill e 24.0 480 720 960 

Receiving: 

Falmouth 26.0 520 780 1040 
Vassalboro 24.0 480 720 960 
China 18.6 372 558 744 
Hennon 28.2 464 696 928 
Waterville 31. 8 636 954 1272 
Mi 11 inocket 26.7 534 801 1068 
Lewiston 30. 1 602 903 1204 
Portland 36.5 730 1095 1460 
~angor 42. 1 842 1263 1684 
ape Elizabeth 31.2 624 936 1248 

STATE AVERAGE 27.1 542 813 1084 

* This mill rate is arrived at by dividing the total 1976 Tax Assessment in each community 
,by the 1976 State Valuation of that community. These are full value effective tax rates. 
All basic data is from the State Bureau of Taxation. 

** It should be noted that this analysis of the burden on sample valuations is valid under 
the assumption that all property, regardless of the owner's status, is valued on the 
same grounds. If, for example. in any community industrial and commercial property are 
over-valued relative to residential property, then a $30,000 home might in fact be 
assessed property taxes that are lower than Table 4 would indicate. The same qualifi­
cation holds in the case where non-residential property is valued on a different basis 
than ;s residential property. This report assumes that all property within each commun­
ity is valued on the same basis. 
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The analysis up to this point demonstrates that pay-in 

communities do not have an excessive property tax burden when 

compared to other communities in Maine as a result of the School 

Finance Law. Their property taxes have ,however, increased because 

of the Uniform Property Tax (UPT). But by how much? 

This question can be answered by means of a comparison. Column 

1 in Table 5 presents the amount of taxes that the pay-in communities 

would have been assessed in 1976 if the pay-in (the UPT) provision 

of the School Finance law did not exist. Column 2 lists the actual 

tax commitment in those communities in 1976, and Column 3 presents 

the difference reSUlting from the Uniform Property Tax. 

A comparison of the last two columns illustrates the impact 

in terms of mill rates of the pay-in provision on this sample of net 

contributing communities. 

in the sample is 6 mills. 

The average increase for the six communities 

The average increase for all contributing 

communities in the State is 5 mills. The information found in Table 

5 is presented in Table lc in the Appendix for all contributing 

communities. 
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TABLE 5 
Tax Impact of the Pay-In Provision on Communities* 

FY 1977 
Effective 

Tax Assessment** Pa~-In Imeact Mill Rate Impact 
Municil2alit~ Without Pay-; n With Pay-in lHthout With 

Pay-In Provo Pay-In Provo 

Castine $ 260,067 $ 327,384 67,317 16.9 21. 3 

Islesboro 273,589 329,277 55,688 16.7 20.1 

Carrabasset Valley 134,185 288,128 153,943 9.7 20.8 

Raymond 804,508 949,519 145,011 17.8 21. ° 
Wiscasset 2,184,644 4,667,654 2,483,010 8.3 17.8 

Ba il eyvill e 1,246,148 ·1,338,135 91,987 22.4 24.0 
All Contributing 

Communities 12:}40Q,QOO 16,900,000 4,500,000 14.5 19.7 

* All values and rates are at 100% or full value 

** This tax assessment without the pay-in provision was calculated by subtracting the 
net contribution from the 1976 tax assessment in the pay-in communities. 

Table 6 illustrates the dollar impact of the pay-in provision on 

three properties with different assessed values. The last row of this 

table indicates that the average increase in property taxes resulting from 

the UPT was 27% in.FY 1977~** Howeve~, the table points out that there is 

a substantial difference in impact among the six communities in the sample. 

For example the taxes on a $30,000 piece of property in the average of 

these six increased $166 from $459 to $615. But in one community in the 

sample, (Wiscasset) the burden on a $30,000 piece of property increased 

$285 from $249 to $534, and in Baileyville the burden increased $48 from 

$672 to $720. 

Reference to Table 4 indicates that the State average property tax 

assessment for a $30,000 full value property is $813. 

***This increase is based upon the 1975 State valuation and does not consider the 
proposed 1977 valuation. 



TABLE 6 

1976 Tax Impact of the Uniform Property Tax on 
Typical Properties 

Municipality 

Castine 426 
Increase 88 
% Change 21% 

Islesboro I 402 
Increase 68 
% Change 17% 

Carrabasset Valley 416 
Increase 222 
% Change 53% 

Raymond 420 
Increase 64 
% Change 15% 

Wiscasset 356 
Increase 190 
% Change 53% 

Sa il eyv; 11 e 480 
Increase 32 
% Change 7% 

Average * * 417 
Increase 111 
% Change 27% 

* Property values are all at 100% or full value 

**Average is for these six pay~in communities 
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639 
132 
21% 

603 
1"02 
17% 

624 
333 
53% 

630 
96 

15% 

534 
285 
53% 

720 
48 
7% 

625 
166 
27% 

852 
176 
21% 

804 
136 
11'% 

832 
444 
53% 

840 
128 
15% 

712 
380 
53% 

960 
64 
7% 

833 
221 
27% 



A Final Note 

This report has addressed the tax equi~y implications of 

the present school funding mechanism in Maine. It has pointed 

out that the current definition of a pay-in community takes into 

consideration only the sharing between communities of property 

taxes for education and not the sharing of other state taxes. 

It further notes that the pay-in phenomenon, looked at in terms 

of all taxes, is not a new concept created by the School Finance 

Law of 1973. It then looks at the factors determining the level 

of State aid in each community. Finally, it compares the tax 

burdens in the pay-in communities to the tax burdens in other 

communities in Maine and the results suggest that the pay-in 

communities do not have an excessive burden relative "to receiving 

communities. 

An understanding of the uniform property tax aspect of the" 

School Finance and the equity considerations of this tax is an 

important element to an 'informed judgment about the law. There 

are, however, other considerations relating to the law and these 

should also be addressed in a final analysis of the School Finance 

Mechanism in Maine. These are: 

1. Proper amount of State/local funds for education 

2. Alternative funding mechanisms and their constitutionality 

3. Local-State control issues 

4. Gove~nor's position on Referendum 

5. Quality of education 

6. Capitol expenditures for education 

7. Land use and economic development issues related to more 

Uniform Property Tax rates 
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8. The benefits of shared property taxes 

Tax equity, however, is an overriding concern in the 

public financing of education and was therefore the main 

focus of this report. 
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Municipal ity ! 

Acton 
a'oi'leyvi lie 
Beaver Cove PI t. 
Beddington 
Blue Hill 
Boofhbay 
Boothbay Haroor 
Bowerbank 
Bremen 
Bristol 
Brooklin 
Brooksvi lie 
Carrab~sset Valley 
Castine 
Centervi II e 
Copl in Pit. 
Cranberry Isles 
Dallas 
Damariscotta 
Deblois 
Elliottsvilla pit. 
Georgetown 
Glenwood Pit. 
Grand Falls Pit. 
Isle au Haut 
Islesboro 
Kingsbury Pit. 
Lakevil Ie Pit. 
Lincoln pit. 
Monhegan Pit. 
Mora Pit. 
Mount Desert 
Nashville Pit. 
Newcastle 
Northfield 
NOe 14 Pit. 
Orient 
Otis 
pi eosant Ri dge Pit. 
Rangeley Pit. 
Raymond 
Rome 
Sandy Ri Ver Pit. 
So. Bristol 
Southport 
Talmadge 
Trenton 
Westmcmland Pit 0 

Westport 

Wiscasset 
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Uniform Property Tax 

$ 117,025 
91,987 
30,838 
14, 128 
2,613 

700 
887 

33,510 
70,481 
45,475 
54,478 
45,362 

153,943 
67,317 
5,444 
2,704 

29,095 
659 

28,880 
10,104 
9,509 

35,780 
10,400 
7,540 

24,434-
55,688 

7,312 
13,705 
26,155 
15,038 

66 
210,765 
18,001 
18,347 
4,943 
7,499 
5,7ff7 
3,629 

121,686 
52,908 

145,011 
10,224 
36,449 
26,562 

271,514 
737 

9,002 
1; 177 

25,863 
2,4830'010 

$4,464,371 



TABLE 10 
KF 4137 • Z99 M223 1977 

& LEGISLATIVE REFERENCE LIBRARY 
L~;!ArtM2U71971 The uniform property tax: repeaJ 

;; 1he~ \\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\\ ~~i :TIVE TAX RATES FOR PAY _ I N COMMU of continuanCB 
3 8 00001176 4 _ AND BURDENS ON SAMPLE PROPERTY 

( PaY-In {.;ommunities Effective $20,000 $30,000 
Tax Rate 

Acton 
Ba 11 eyvi 11 e 
Beddington 
Blue Hill 
Bowerbank 
Bremen 
Bristol 
Brooklin 
Brooksville 
Castine 
Centervi 11 e 
Coplin Plt. 
Cranberry Isles 
Da" as Pl t. 
Damariscotta 
Deblois 
Ell iot Plt. 
Georgetown 
Glenwood PH. 
Great Falls Plt. 
Isle au Haut 
Islesboro 
K,ingsbury Plt. 
Lakeville PH. 
Lincoln Plt. 
Monhegan 
Moro Plt. 
Mt. 'Desert 
Nashvi 11 e Plt. 
Newcastle 
Northfield 
No. 14 Plt. 
Orient 
Otis 
Pleasant River Plt; 
Rangeley Plt. 
Raymond 
Rome 
Sandy River Pl t. 
South Bristol 
Southport 
Talmadge 
Trenton 
West. Plt. 
Westport 
Wiscasset 
Carrabasset Valley 
Beaver Cove Plt. 
Boothbay 
Boothbay Harbor 

State Ave. 

. 01~3 

.024' 

.033 

.0211 

.0205 

.0172 

.0198 

.0174 

.0157 

.0213 

.0241 

.0221 

.0217 

.0197 

.0178 

.030 

.0358 

.0219 

.0296 

.0358 

.0251 

.0201 

.0294 

.0288 

.0278 
N.A. 

.0346 

.0258 

.007 

.0180 

.0287 

.0283 

.0211 

.0179 

.0246 

.0273 

.021 

.019 

.0163 

.0179 

.0159' 

.0261 

.0152 

.0175 

.0195 

.0178 

.0208 

.0236 

.0197 

.0194 

.0271 

/ 

326 
480 
660 

. 422 
" 410 
/' 344 

,I 396 
348 
314 
426 
482 
442 
434 
394 
356 
600 
716 
438 
592 
716 
502 
402 
588 
576 
556 

692 
516 
140 
360 
574 
566 
422 
358 
492 
546 
420 
380 
326 
358 
318 
522 
304 
350 
390 
356 
416 
472 
394 
388 

542 

. 
489 
720 
990 
633 
615 
516 
594 
522 
471 
639 
723 
663 
651 
591 
534 
900 

1074 
657 
888 

1074 
753 
603 
882 
864 
834 

1038 
774 
210 
540 
861 
849 
633 
537 
738 
819 
630 
570 
489 
537 
477 
783 
456 
525 
585 
534 
624 

. 708 
591 
582 

813 

$40,000 

652 
960 

1320 
844 
820 
688 
792 
696 
628 
852 
964 

, 884 
868 
788 
712 

1200 
1432 

876 
1184 
1432 
1004 
804 

1176 
1152 
1112 

1384 
1032 

280 
720 

1148 
1132 

844 
716 
984 

1092 
840 
760 
652 
716 
636 

1044 
608 
700 
780 
712 
832 
944 
788 
776 

1084 




