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Legislature Scheduled to Recess

State Budget, Tax Reform, Bond
Proposals Wait for Resolution

Asthisedition of the Bulletin goes
to press, it appearsthat the Legislature
is scheduled to work through Friday
thisweek, recess over school vacation
week, and then reconvene on Wednes-
day, April 28" for atwo-day session to
wrap up its business for 2004.

Unlessremarkableprogresscanbe
made within the next legislative day,
somevery weighty issuesremain unre-
solved for the wrap-up session of the
Legislature on April 28-29.

» The supplemental state budget
for FY 05

» The Legislature’ s tax reform or
tax relief package

» Bonds or bondlessness

» Scheduling the Palesky initia-
tive

» Vetoed bills, billsonthe Appro-
priations table, and assorted legisla-
tive loose ends, such as the school
regionalization bill (LD 1921).

Horsebeforethecart. ThelLegis-
laturewasworking through all thebills
before this week with the understand-
ing that it would wrap-up all its busi-
ness this weekend. Governor Baldacci
madeit clear that he wanted the L egis-
lature to first adopt the supplemental
state budget, which finally made its
way out the Appropriations Commit-
tee on Tuesday thisweek with a party-
line vote of support from the Demo-
crats. After the Budget was adopted,
presumably, the “tax reform” or tax
relief packagewould be devel oped and
enacted.

Around mid-week, however, some
caucuses in the State House began to

express an interest in reversing the or-
der of events, and putting the tax relief
package as the first order of business
and adopting the budget only after that
task had been accomplished.

That development served to inten-
sify the development of the tax relief
package. Asof thiswriting, theagreed-
upon tax plan has not been entirely
developed, at least to the extent it is
publicly described. The generally rec-
ognized moving parts of the tax relief
package include:

* The education funding ramp
captured by LD 1924 (see related ar-
ticle)

* A ramp-consistent increase in
state support for school funding next
year (FY 05) of $40 million more than
current year state support, which was
$729.6 million.

* An increase in the “Circuit

Breaker” property tax and rent rebate
program

< Anincreaseor potential conver-
sion of the Homestead property tax
exemption.

« Possible spending cap systems
on county and local government that
roughly parallel the so-called “spend-
ing disciplineg” system that was en-
acted in 2003 by the Legislature with
respect to the state budget.

Supplemental Budget. The state
supplemental budget (LD 1919) that is
now beforethe Legislatureisdesigned
tofill a$160 million holeinthe FY 05
budget, created largely by reduced fed-
eral support and increased utilization
of thestate’ sMedicaid program. There
isavery long list of componentsto the
supplemental budget that include re-
strictions on Medicaid services, yet-
another sweeping of all state accounts
for dribs-and-drabs of available rev-
enue, many fee increases, interstate
sales of buildings and bridges that es-
sentially move money into the state’s
General Fund from some other
account...the list goes on.

(continued on page 2)

Please Stay Tuned for Action Alerts

The Legislature is going to try to finish almost all its business today,
going into the weekend. It is then scheduled to recess for school vacation
week and come back on April 28-29 to tie up the loose ends.

The next edition of the Legislative Bulletin will not be published until
the L egislaturefinally adjournsfor good, presumably around the 29" of April.

Between now and then, we will attempt to keep municipal officials
informed of the proposal sand counter proposal son tax reform, updateson the
scheduling of the Palesky tax cap vote, the bond negotiations, and other
matters of particular municipal interest through updates and action alerts
relayed to municipalities by mail, FAX and e-mail.

If you are not receiving our e-mail communications currently and would

like to make sure you will receive this updating correspondence, please
contact MMA'’sLauraVeilleux at 1-800-452-8786 or lveilleux@memun.org.




RECESS (cont'd)

There are two direct municipal
impacts of significance:

GPA appropriation. The supple-
mental budget would increasethe GPA
appropriationfor FY 05 by $10million
over the FY 04 appropriation, bringing
GPA to $740 million. For context pur-
poses, aconservative 3.5% increasein
total educational spending between FY
04 and FY 05 will yield a $60 million
increaseintotal K-12 costs. If the state
kicks-in an additional $10 million, the
property tax increase will be approxi-
mately $50 million.

Revenue Sharing change. The
supplemental budget would also rede-
sign the $24 million “ Circuit Breaker”
property tax and rent rebate program so
that it would now be treated, at least
technically, as an income tax credit.
This change would have the effect of
changing the source of state revenue
from which the Circuit Breaker ben-
efits are paid from a $24 million state
appropriation to the unappropriated
incometax withhol ding revenue stream.
The Circuit Breaker benefits would be
rebated from a state revenue source
before it gets recognized in the state
treasury. Because of the change, there
would be $24 million less in state in-
come tax revenue, and therefore $1.26
million less in state revenue sharing.
That reductionin Revenue Sharing will
havethe effect of cutting by two-thirds
the amount of Revenue Sharing that
was otherwise projected to be distrib-
uted under the “Revenue Sharing II”
formula

Palesky Timing. It is still not
known if the Legislature will schedule
the Palesky initiative for the June 8
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primary election or the November 2
general election. The decisionisup to
theL egislature. If amajority of legisla-
torsin Houseand Senatewant to sched-
ule the Palesky initiative in June, the
June election date will prevail. Other-
wise, the November 2 election is the
fixed date of election.

For weeks, legislators in leader-
ship have been insisting that the
Pal esky tax cap should be scheduledin
June, for reasonsthat made no senseto
municipal officials. From the munici-
pal perspective, the electorate needs
more time than afforded by a rushed
election in June to be provided the
information about the deep and disrup-
tive impacts of the Palesky proposal.
Even now, the Legislature is waiting
for an advisory opinion from the jus-
tices of the state’s Supreme Court re-
garding which elementsand how much
of the initiative is unconstitutional.

The indications in recent days is
that the Legislature is shifting away
fromaJune8™ scheduling of the Palesky
vote. Inorder toaccommodatethe print-
ing of ballot deadlinefor absentee bal -
lot availability, time is running very
short. Although some legislators are
still urging a June vote, a November
scheduling is beginning to prevail.

Bondsor bondlessness. Thereare
four major bond proposals that make
up the total proposed borrowing pack-
age. A $65 million bond for the Land
for Maine's Future program; a $18.25
million transportation borrowing pro-
posal; a$16.6 million bond for waste-
water treatment and other environ-
mental purposes; and a $20 million
economic development bond.

The bond negotiations are largely
worked out between the two parties
and the Governor’s Office, and it is
unclear wherethose negotiations stand
at the moment. Bond proposals don’t
get out of the Legislature and onto the
statewide ballot unless they garner at
least a two-thirds support of both the
House and the Senate. Itisunclear how
much borrowing (and for what pur-
poses) will obtain that level of support
in the current legislative environment,
which is characterized by sharp divi-
sions between the two parties. Munici-
pal officials with a strong interest in
the capital projects supported by these
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bonds are urged to contact their legis-
|atorsas soon aspossi bleto get the best
information about the status of these
several bond proposals.

SCHOOL (cont'd)

the bill shared with any of the stake-
holders before it was written into the
draft legislation, and without more
analysis, it isdifficult to judge itsim-
pacts in the real world. As Senator
Brennan pointed out, the benchmark
levelsmay bevery difficult to meet for
some if not most school systemswhen
other educational policy decisions
currently being made by the Legisla-
ture are taken into account. For ex-
ample, the Baldacci Administration is
pushing the multi-million dollar local
purchase of laptop computers for the
high-school grades, which will be an
entirely separate education funding
obligation on municipalities. There is
also legislation (LD 1921) that would
set-aside normal GPA distributions to
fund “regionalization incentives”,
which could havethe effect of limiting
GPA distribution to many schools.

Infact, if the“benchmarking” sys-
tem is fully complied with, according
the Department of Education data that
the two committees reviewed prior to
endorsing the “ramp down” system,
the total state and local cost for K-12
education six years from now, in the
year 2010, will be essentially the same
asthe current state and local cost of K-
12 education, in real dollars.

In actual dollars, total conformity
with the EPS model will allow average
annual increases to K-12 education of
just 1.26%, whichisaremarkablereduc-
tion from the current annual growth of
approximately 5%. After adjusting for
inflation, total conformity with EPSwill
allow average annual increases (in rea
dollars) of just .57%. (seechart on pg. 3)

The public policy isthat spending
for public education should stay essen-
tially flat over the next six years, after
adjusting for inflation.

In any event, the two committees
unanimously endorsed the amended
version of LD 1924, which indicatesit
will likely become law with little leg-
islative debate.



'‘Ramp Down' language inserted in 11" hour

Committees Give Unanimous Support
To Responsible School Funding Plan

LD 1924 isthe“Essential Programs
and Services” education funding bill
that would implement the new school
funding allocation and distribution
formula, beginning in FY 06.

As proposed by Governor
Baldacci, the bill would revive an old
promise of the state to pay 55% of the
cost of K-12 education, but not until
theyear 2010. From now until then, the
bill would make no particular commit-
ment to school funding.

Therehasbeen agreat deal of focus
since the “1A/1B” debate last fall on
constructing a coherent year-by-year
school funding ramp to achieve that
55% goal. Several weeks ago, a spe-
cially-appointed “Tax Working
Group” made up of 10 legislatorsfrom
all political partiesand both the Senate
and the House unanimously endorsed
a “straight line” school funding ramp
that would get the stateto the 55% goal
by the year 2010 with steady, signifi-
cant and enforceable school funding
commitments every year along the
way.
The Taxation and Education Com-
mitteeshavejoint jurisdiction over LD
1924, and by the end of last week it
looked as though the two committees
weregoingtogivetheir approval tothe
bill even though it was “rampless’.

The two committees turned that
situation around this week by giving
unanimous support for LD 1924 with
theWorking Group compromiseschool
funding ramp fully installed.

As soon as it appeared the Com-
mittees were headed in that direction,
the lobbyists for the Baldacci Admin-
istration asked the committees to in-
sert “ramp down” language into the
bill along with the new ramped up state
funding “targets”.

The Governor was requesting lan-
guage in the bill that would not only
establish what minimum level of state
support for K-12 education would be
provided, but also would dictate — ei-
ther immediately or sometime in the

distant future — what the maximum
level of local financial support for the
schools would be allowed.

Beyond the “ramp down” sound-
bite, the specifics of the Governor’'s
proposal were not initially available
for review. At the motion of Senator
MikeBrennan (Portland), thetwo com-
mittees responded to the Governor’'s
“ramp down” request by authorizing
the formation of a working group of
finance experts to prepare annual re-
portsto the Education Committee and
the Taxation Committee that would
track both state and local financial
contributions to K-12 education in an
effort to document the state and local
school cost sharing dynamics and, at
least from the municipal and school
perspective, the integrity of the EPS
school funding model over time.

On Thursday this week, the Tax
and Education committees were pro-
vided the language as drafted by the
Baldacci Administration and backed
by the chairs of the Taxation and Edu-
cation Committees. The language
drifted away from the earlier motion
of Senator Brennan and went back
toward the specific “ramp down” lan-
guage. This language reviewed and
ultimately approved by both commit-
tees would do the following:

A 6-member “Municipal Budget
Analysis” Committeewould be estab-
lished, with representatives from the
State Planning Office, Department of
Education, Bureau of the Budget,

Maine Revenue Services, Maine Mu-
nicipal Association and Maine Educa-
tion Association.

Beginning in FY 07, the Commit-
tee would be charged with evaluating
the state and local financial commit-
ments and the property tax commit-
ments for K-12 education. The state’s
financial commitmentswould beevalu-
ated to seeif the statewasfulfilling its
ramped-up statutory “targets” to fund
public schools. The local property tax
commitments to education would be
evaluated to see how they conformed
to the following “benchmarks”.

The FY 07 property tax commit-
ments for education should be 3.5%
less than the FY 06 property tax com-
mitment for education.

The FY 08 property tax commit-
ments for education should be 3.5%
less than the FY 07 property tax com-
mitment for education.

The FY 09 property tax commit-
ments for education should be 4.0%
less than the FY 08 property tax com-
mitment for education.

TheFY 2010 property tax commit-
ments for education should be 4.5%
less than the FY 09 property tax com-
mitment for education.

The “Municipal Budget Analysis
Committee” would be charged with
preparing an annual report containing
this information, along with an evalu-
ation of the progress of state and local
officials in meeting these benchmarks
and an analysis of the relevant factors
contributing to the complianceor non-
compliance with those benchmarks.

This “ramp down” benchmarking
system was never discussed or evalu-
ated in any of the many worksessions
on LD 1924, nor was the language of

(continued on page 2)

Bureau of Economic Analysis

Spending for Education Average Annual
FY 04 FY10 FY10 Growth (FY 0-10)
Actual § Actual § Real $§ Actual Real
Local 998,332,431 836,274,909 804,132,368 (2.71)  (3.24)
State 729,574,321 1,022,113,778 982,828,451 6.68 5.79
Total 1,727,906,752 1,858,388,687 1,786,960,819 1.26 0.57
Note:  "Real" spending values estimated using the average rate of inflation in

2000, based on FY 2000 actual dollars.
Sources: Maine Department of Education
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Season Finale for CRTSs?

This is hopefully the final install-
ment of the long-running Legislative
drama known as LD 1892, An Act to
Protect Public Health and the Environ-
ment by Providingfor a Systemof Shared
Responsibility for the Safe Collection
and Recycling of Electronic Waste
(“ AAPPHEPSSRSCREW.” ). TheHouse
and Senate have passed the Natural Re-
sources Committee’s Majority Report,
whichisamanufacturer “takeback” pro-
gram. Whilethetakeback program hasto
befurther refined, it should providesome
needed assistance to municipalities.

L ast session, theL egislatureenacted
a prohibition on either landfilling or
disposa or incineration of household
products(computersand TV s) whichcon-
tain cathode ray tubes (“CRTS"). The
disposal ban will become effective on
January 1, 2006. CRTSs that are gener-
ated by business have already been des-
ignated “universal waste” and must be
recycled.

Many communitiescurrently have
their own ban on disposal of CRTs.
These communities handle recycling
primarily by one of twoways. Oneway
isto simply require residents to pay a
drop-off or end of life (EOL) fee at the
point of disposal. Thesefeesare often
targeted to size and weight of the prod-
uct. Thus, small computer monitors
may cost $5 while large TVs can be
over $20 to dispose. The other way
communities manage recycling is to
have one-day events where they col-

lect CRTsand other household hazard-
ouswastes. End of lifefeesmay or may
not be charged at these events.

The state disposal ban obligated the
Department of Environmental Protection
(“DEP") to recommend to the Legisla-
tureaplanfor recycling CRTs. Thiswas
very important. Since the state was en-
croaching on area of traditional munici-
pal responsibility —household waste—it
recognized its obligation to help craft a
state solution.

After several meetings of the DEP,
MMA, environmental interests, manu-
facturers, retailers and the waste/recy-
cling community, it appeared that there
were three options available: (1) fund a
recycling program by charging an up-
front fee on salesof computersand TV's,
(2) require the manufacturers to take-
back their products and those products
of now defunct manufacturers, or (3) some
combination of the two. Each of these
programs hasitsflaws, but arecommen-
dation had to be made.

DEP' srecommendation was essen-
tially amanufacturer take-back program.
Analternativewasproposedinthe Natu-
ral Resources Committee. The alterna-
tive provided for a take-back program
that was voluntary for manufacturers;
however, there would be an up-front fee
imposed on manufacturers that had no
take-back program.

Therewasno strong municipal pref-
erence between these two approaches.
Although, there was municipal skepti-

cism about the ability of an up-front fee
to be turned into aviable recycling pro-
gram given past attempts of thistypein
Maine. Thetwo primary municipal ob-
jectivesin the legislation were to allow
municipal flexibility and to pass some-
thing that could aid municipalities.

The municipal view on flexibility
wasvery strong. Since so many commu-
nitieshadrecycling programs, or alterna-
tive disposal options, they wanted to
make sure the state did not interfere and
disrupt successful programs. Intheend,
committee members decided to allow
municipalities to choose whether or not
to participatein the state program, what-
ever it might be.

The Senate passed the bill, whichis
adlightly modified version of the origi-
nal, ona35-0vote; whiletheHousevote
to approve was much closer.

The motivations for votes against
the bill varied. Some felt that the dis-
posal ban was unjustified and they ac-
cordingly did not want to support any-
thing associated with the ban; some felt
wary of having Maine be the incubator
for an untested recycling program and
wantedtowait awhile; othersjust felt the
take-back program was either totally
unworkableor simply flawed aspresented
by the hill.

A defeat of the bill would have had
a negative impact on municipalities be-
causethemunicipalitieswould havebeen
left alone to craft a solution to the prob-
lemthat thestatecreatedwithitsdisposal
ban. Fortunately, thebill has passed and
there is an opportunity for the state to
provide somerelief for those towns.



