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FISCAL CAPACITY and  1 
CAPITAL INVESTMENT PLAN 2 

 3 
KEY FINDINGS 4 
 5 
•The town maintains a 99%+ tax collection rate and an AA1 bond rating. 6 
•Almost 3/4 of revenue is generated from property and other taxes. 7 
•Education accounts of over 1/2 of town expenses. 8 
•Most capital improvements (65%) are funded from the general fund, followed 9 
by funding (20%) from new debt issuance. 10 
•From 2007-2016, overall debt has declined over 25% from $26 million to $15.5 11 
million. 12 
•The town should plan for a property reevaluation in the next 2-3 years. 13 

 14 
 15 
Cape Elizabeth prides itself as a community with sound financial practices. The 16 
annual tax collection rate exceeds 99%. The Town conducts an annual audit and 17 
maintains an AA1 bond rating, which has made it possible to save interest costs 18 
on municipal bonds.   19 
 20 
Revenue 21 
 22 
The FY 2016 Budget for the Town of Cape Elizabeth was $ 38,667,662. Seventy-23 
one percent of that budget amount was raised from property and other taxes. 24 
Fifteen percent was provided by intergovernmental transfers, followed by 13% 25 
for charges for services. Small portions of revenue (less than 1% each) are 26 
derived from licenses and permits, rental and fees income, grants and 27 
contributions and investment income/interest. Below is a summary of revenue 28 
sources.  29 
 30 
 31 
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Source: Town of Cape Elizabeth, Maine Annual Report, 2016 4 
 5 
The chart below provides 6 years of revenue history. Like this year, the bulk of 6 
town revenue is raised from taxes and this trend is expected to continue. 7 
Intergovernmental transfers, primary state aid to education, is the second largest 8 
source of revenue and fluctuations have an immediate impact on the budget and 9 
tax rate. Income from Charges for services has little actual impact on the budget 10 
as most of this revenue is then passed on to the Portland Water District as an 11 
assessment. License and permit income varies dependent on growth or 12 
contraction in the national economy. Investment income represents less than 1% 13 
of the budget and is trending toward a smaller revenue source. 14 
 15 

16 
 17 
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Source: Town of Cape Elizabeth, Maine Annual Report, 2016 1 
 2 

 3 
 4 
The State of Maine annually provides funding to municipalities to subsidize 5 
education costs. A state funding formula is used to calculate the subsidy 6 
provided and the amount of funding fluctuates based on student population, 7 
municipal property valuation, and other factors. State aid to Cape Elizabeth, in 8 
the last 10 years, has ranged from a high of $3.4 million (2015) to a low of $1.8 9 
million (2012). This has represented between 15.5% to 8.4% of the annual school 10 
budget. Based on past fluctuations, this revenue source may increase or decrease 11 
in the future, but is more likely to decrease when the trend of a shrinking student 12 
population is factored in. 13 
 14 
 15 
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 2 
Source: Town of Cape Elizabeth School Department 3 
 4 

 5 
 6 
Expenses 7 
 8 
Like most suburban communities, the largest municipal expense is public 9 
education. In FY 2016, 58.4% of municipal revenues was spent on education, 10 
followed by almost 13% on capital improvements. The police department is 11 

 -

 5,000,000

 10,000,000

 15,000,000

 20,000,000

 25,000,000

 30,000,000

03-04 04-05 05-06 06-07 07-08 08-09  09-
10

 10-
11

 11-
12

 12-
13

13-14 14-15 15-16 16-17 17-18

Ax
is

 T
itl

e 

Axis Title 

SCHOOL FUNDING 2003-2017 

 BUDGET  STATE SUBSIDY  LOCAL SHARE



Draft 2-7-2018 

 5 

largest funded town department (4.8%), followed by the public works 1 
department (3.4%). 2 
 3 

 4 
 5 
Source: Town of Cape Elizabeth, Maine Annual Report, 2016 6 
 7 
The chart below provides 6 years of expenditure history. Education consistently 8 
is the largest expense for the town and this trend is expected to continue. Capital 9 
improvements remain the second largest expense and varies depending on 10 
scheduling, grant opportunities and approval of large capital projects, such as 11 
the reconstruction of Hill Way. Cape Elizabeth is a mature suburb and much of 12 
its infrastructure is coming due for replacement, so continuing investment in 13 
capital improvements is expected.  Intergovernmental assessments appear to 14 
have doubled over the last 6 years. Most of this expense, however, is the 15 
collection of sewer fees by the town, which are then transferred to the Portland 16 
Water District. Some expenses, such as cultural and parks, have increased as the 17 
town has developed new revenue sources. One example of this are the bus fees 18 
and rental leases in Fort Williams Park, the income from which has been invested 19 
in park capital improvements. 20 
 21 
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 1 
Source: Town of Cape Elizabeth, Maine Annual Report, 2016 2 
 3 
 4 

 5 
 6 
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 1 
 2 
Capital Investment Program (CIP) 3 
 4 
In contrast to annual expenses, capital improvements are large item expenditures 5 
such as library expansion, school roofs or a fire truck or durable equipment. If 6 
capital improvement items are clustered into a single year, they create spikes in 7 
spending and tax increases to the detriment of the town budget. For this reason, 8 
capital investment planning strives to not schedule many large projects in a 9 
single year. 10 
 11 
In FY 2018, the Town Council funded $1,773,500 in capital improvements, which 12 
represents 4.6% percent of the total FY 2017 budget. The town and the school 13 
department each conduct capital investment planning. Below is a summary of 14 
projected capital investment expenditures for the next 10 years. Actual capital 15 
investment funds are annually approved as part of the budget process. 16 
 17 

18 
 19 
 20 
Source: Town Capital Stewardship Plan FY2018-2027, Fiscal Year 2018 Capital 21 
Improvement Planning Summary 12-20-2016. 22 
 23 
 24 
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 3 
The majority of capital investments are funded through annual appropriations. 4 
Major projects, such as the Thomas Memorial Library renovation, Recycling 5 
Center upgrades and school renovations are typically funded through borrowing 6 
by issuing municipal bonds. The town also manages several special purpose 7 
funds established to pay for construction and/or maintenance of facilities such as 8 
Portland Head Light and the Hannaford athletic field.  9 
 10 
 11 
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 1 
Source: Capital Stewardship Plan FY 2018-2027 2 
 3 
Town Center Tax Increment Financing District 4 
 5 
See Economy Chapter 6 
 7 
Debt 8 
 9 
Under state statute (MRS 30-A, Sec. 5701), municipal debt is limited to 15% of 10 
estimated actual valuation. The town has a current capacity of over $260 million 11 
in borrowing before this statutory limit is reached. 12 
 13 
 14 
 15 
 16 
 17 
 18 
 19 
 20 

2016 Computation of Legal Debt Margin 21 
 22 
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 1 
 Source: Annual Report for 2016, Town of Cape Elizabeth 2 
 3 
Municipal bonded indebtedness accounted for 5.59% of municipal expenditures 4 
in 2016. Debt payments fluctuate yearly as old bonds are paid, retired and new 5 
debt is incurred. For example, as shown on the table below, debt increased in 6 
2015 when the town renovated and expanded the Thomas Memorial Library. 7 
From 2007 to 2016, overall debt has declined over a quarter from a high of almost 8 
$26 million in 2007 to $15.5 million in 2016. In order to minimize spikes in tax 9 
rates due to bonding, the town has timed funding new capital investments to 10 
coincide with retirement of old debt. When possible, the town should take 11 
advantage of low interest rates to make capital improvements both to minimize 12 
debt and maximize the amount of capital investments to be made.  13 
 14 

Summary of Bonded Indebtedness 2007-2016 15 
 16 

17 
 18 
Source:  Annual Report for 2016, Town of Cape Elizabeth 19 
 20 
 21 
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 1 
 2 
Tax Rate 3 
 4 
Historic Tax Rates 5 
 6 
The tax rate in FY 2017 was $18.00 per thousand dollars of property value. Below 7 
is a summary of tax rates from FY 2007 - FY2017. Note that a reevaluation was 8 
conducted in 2011. 9 
 10 
 11 

 12 
Source: Town of Cape Elizabeth records 13 

 14 
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The amount of revenue generated by the property tax is influenced by the value 1 
of property as well as by the tax rate. The community property value in Cape 2 
Elizabeth has increased from 2007 to 2017. Some of this increase is due to the 3 
modest amount of additional development. Community property value has also 4 
increased as a function of the increased values in the real estate market. In order 5 
to capture this market value increase, the town will need to conduct a 6 
reevaluation of property values within the next 2-3 years. The reevaluation is 7 
conducted for the purpose of equalizing values of property in comparison to 8 
each other. The chart below depicts changes in community property value due to 9 
growth and, during the 2011 reevaluation, real estate market increases. 10 
 11 

 12 
 13 
Source: Town of Cape Elizabeth Assessing Office 14 
 15 
 16 
Tax Rates in Comparable Communities 17 
 18 
Like most communities, Cape Elizabeth endeavors to balance minimal tax 19 
increases with municipal services. Residents often reference other communities 20 
when they request desired services or lower taxes. When attempting to balance 21 
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needs and costs, it may be useful to look at the services provided in 1 
municipalities with similar full valuations. To make an equivalent comparison, 2 
the full value of the tax base in the community if all properties were valued at 3 
100% of their value is presented below. If a community is assessing taxes when it 4 
is known that the assessed values are less than 100%, then the tax rate must be 5 
adjusted to 100% to make an accurate comparison. A full value tax rate is the tax 6 
rate if all properties are assessed at 100% of value.  7 
 8 
Below is a table comparing the tax rates and total town valuation for comparison 9 
communities.  10 
 11 
Calendar Year 2015 Full value Comparison Communities 
   
Municipality Full Valuation Full Value Tax Rate 
   
South Portland 3,580,100,000 16.70 
Scarborough 3,667,300,000 14.82 
Falmouth 2,141,950,000 14.00 
Yarmouth 1,438,950,000 17.32 
Cape Elizabeth 1,723,250,000 14.93 
Cumberland 1,099,350,000 18.63 
   
Source: State of Maine, Maine Revenue Services 

 12 
It should also be noted that the comparison communities have a larger non-13 
residential tax base contributing to the overall municipal budget than Cape 14 
Elizabeth. In Cape Elizabeth, 2% of the tax base is commercial, much less than in 15 
the comparison communities. In the 2017 comprehensive plan public opinion 16 
survey, residents support additional commercial development in commercial 17 
zones, and do not support expanding or adding commercial zones. 18 
 19 

Goals 20 
 21 

Goal 1:  The Town shall continue to fund the Capital Improvement Plan in a 22 
manner to efficiently and cost effectively provide public infrastructure, 23 
buildings and equipment. 24 
 25 
Recommendations 26 
 27 
1. Improve coordination to adopt a unified town/school capital investment 28 

plan. 29 
 30 
2. Periodically review bonded debt to balance appropriate indebtedness and 31 

funding for public capital investments. 32 
 33 
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Goal 2:  The Town shall continue to balance residents’ request for services 1 
with residents’ request to minimize property taxes. 2 

 3 
Recommendations 4 
 5 
3. Fund and execute a reevaluation of all property within the next 2-3 years. 6 
 7 
4. Continue to evaluate opportunities to generate new revenue streams to 8 

fund capital investments. 9 
 10 

11 
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