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Why was the Expenditure Limitation enacted? 

The Expenditure Limitation was enacted in 1988 with the intention of keeping tax rates low. However, 
expenditures are not directly correlated with tax rates. (Tax rate = expenditures/assessment. So, if the 
assessment has a large increase, the tax rate could go down, but if the assessment has a large decrease, 
taxes will go up.) 

In addition, a strong incentive already exists to keep tax rates as low as possible by Councilors and City 
Staff as part of their job.   

How is the Expenditure Limitation calculated each year? 

The maximum increase in appropriated expenditures for any fiscal year over those of the immediately 
preceding fiscal year shall not exceed the increase in the National Consumer Price Index (the "CPI") as 
determined by the Department of Labor for the United States government of the calendar year which 
ends within that immediately preceding fiscal year. 

Why has the City run against a problem with keeping our budget under the cap? 

The Expenditure Limitation is based on the CPI, but expenses do not increase or decrease based on CPI.  

There are also elements of the City Budget which fall under the cap that are not under the City’s control, 
like the Sagadahoc County Assessment and the rate of increase of mandatory payroll taxes, like workers’ 
compensation, unemployment, and payroll taxes. Also counted toward the cap are non-tax revenue-
supported programming, like City Bus or the Trolley.  

In FY 2023, when the BIW TIF expires, those operating expenses funded by the TIF (approx. $900,000) 
will also be counted toward the Expenditure Limitation. 

What budget items are currently exempt from the Expenditure Limitation? 

Voter-approved bonds, voter-approved debts, grants, federal and state-mandated programs, insurance 
proceeds, emergency appropriations, and Regional School Unit 1.  

How much room under the cap does the City have right now?   

In FY 2015-16, the amount of room under the cap was $223,086.70. In FY 2020-21, the room or space 
has decreased to $35,493.33 under the CAP.  

Our capital budget has gone down by $200,000 in the last 5 years to stay under the cap, yet certain 
capital projects or equipment purchases, like plow trucks and sidewalk plows must be funded, so the 
City borrows money to fit the purchases within the cap. As a result, we are paying interest on capital 
projects that we could have funded ourselves if not for the cap. This is not the preferred practice of a 
fiscally responsible government.  

 

 



How does the Charter amendment help solve the issues of the Expenditure Limitation? 

The proposed Charter amendment removes certain expenses (over which the City has no control) from 
the cap calculation. It also removes TIF district proceeds from the cap calculation, allowing the City to 
take full advance of the tax shift benefit. (Review “What Does Charter Amendment – Question 1 Mean?” 
for more detail.) 

Will exempting the Sagadahoc County Assessment from the CAP give the City $2,000,000 in extra CAP 
space? 

No, the City will be removing Sagadahoc County, Wing Farm TIF, the Downtown TIF and the special 
revenues from the Expenditure Limitation calculation giving no additional space under the CAP. 

How much fund balance (unspent revenues) is there is the Downtown and Wingfarm TIF’s?  

There is $980,903 as of June 30, 2021. 

What is Bath’s current mil rate?  

$20.30 

What is the average mil rate for all towns in the State?  

According to Maine Revenue Services, the average full value tax rate was $14.59 in 2019. The full value 
tax rate includes adjustments for Homestead and BETE Exemptions and TIFs. 

Is there anything that the City did not spend on or fund in the last budget cycle because of the 
Expenditure Limitation?  

Yes – City Council had to make a difficult decision between funding a staff position or providing-profit 
funding to a previously supported non-profit organization. Additionally, more than $1  million of capital 
requests were not funded in Fiscal Year 2022. 

What Is the Consumer Price Index (CPI)?  

The Consumer Price Index (CPI) is a measure that examines the weighted average of prices of a basket of 
consumer goods and services, such as transportation, food, and medical care. It is calculated by taking 
price changes for each item in the predetermined basket of goods and averaging them. Changes in the 
CPI are used to assess price changes associated with the cost of living. The Consumer Price Index 
measures the average change in prices over time that consumers pay for a basket of goods and services.  
It is the most widely used measure of inflation. The City’s expenses do not increase and decrease with 
CPI. 


