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Revenue Cap Benefits

 Forces the discussion and definition of
ENOUGH

* Prioritizes and economizes spending

* Provides a predictable revenue stream



+ Is this enough? /) Or is this enough? A



Growth from Fiscal Year 2004 to Fiscal Year 2010

Education Entity Budget Inflation m

Wico. Public

(o) (o) (o)
School System 60% 17% 2%
\é\(’:l’l:;’\’e'c Comm. 49% 17% 31%

Wicomico County Real Property Revenue Growth
from Fiscal Year 2004 to Fiscal Year 2010

- 2004-2005 | 2005-2006 | 2006-2007 | 2007-2008 | 2008-2009 | 2009-2010

Growth 5.70% 6.23% 7.12% 2.86% 3.46% 1.14%
Inflation 2.68% 3.39% 3.24% 2.85% 3.85% -0.34%



Our Neighboring Counties and Us
Fiscal Year 2011

Population 98,733 51,454 26,470
Prop. Tax Rate 0.759 0.700 0.884
Income Tax Rate  3.10% 1.25% 3.15%
Property Tax Rev. $61,100,000 $120,600,000 $16,500,000
Income Tax Rev.  $34,500,000 $10,800,000 $6,100,000
Room Tax $750,000 $11,200,000 $50,000
Total $96,350,000 $142,600,000 $22,650,000

Per Capita S976 S2,771 S856



Combined Tax Capacity Index

Fiscal 2007
Per Capita Tax
Combimed Combined Hypothetical Hypothetical Capacity

County Population Wealth Base Tax Revenues Yield Yield Index Ramk
Allagany 72415 3,805 488 355 365,650,873 550,764,114 Fre4 43 23
Anne Arunde 508,037 74 241,335 707 BE5, 503,024 1.108,548,116 2,174 121 g
Baltimors City 540,861 33.003,141,1286 B38,263,488 401,202,487 TET 43 24
Baltimors 785,200 82,300 6842 158 1,278,052 682 1,226,857 800 1,662 ar 14
Calvert 87.528 11,768,346 785 157,177,410 176,403,881 2,004 111 7
Caroline 32,208 2.525.455,808 34054402 ar7.841,354 1,188 i) 20
Canroll 168,120 19,148,855, 238 285,747,583 286,423 188 1,687 24 12
Cadil ga.520 8,820,745 4588 137,180,276 143,304 491 1,455 a1 18
Charles 130,164 15,878,533, 646 228,288,583 238,178,203 1,711 25 11
Daorchester 31,358 2.857,201,087 28,782,413 42 587 265 1,358 7a 7
Fraderick 221,482 27.808,806,021 423 843,177 411,471,838 1,858 103 id
Garrett 28 603 3.770,835,334 48,708,714 58,200,253 1,885 105 £
Harford 238,193 25,073,682 318 403,745,579 373,780,818 1,583 &y 13
Howard 268,831 45 144 523,711 877,201,818 672,860,301 2,455 138 d
Kent 18,728 2.521,851,804 24 855426 28,830,820 1,881 108 2
Montgomery 936,070 181,333,387 .25 2,538,582,184 2. 702,722,884 2,887 1680 3
Prince George's 531,802 750,257 ,585,652 1,267,5058,001 1.121,883,072 1,348 ¥h 18
Clueen Anneg's 45,820 7.318,257 6508 £3,757,195 108,046,742 2,380 132 5
St Many's 58,510 10,144 842 560 128,234,300 151,203,118 1,535 a5 18
Somerset 25778 1,408 580,035 21,415,383 20,8064 827 213 45 22
Talbot 36,035 B.012082,318 085,951,432 118,417 878 2,314 124 2
Washimgton 142 a4 2400 787 282 182,120,652 186,171,807 1,202 72 18
Wicomico g2,028 7067, 740,483 124 865,328 106,342,873 1,144 g3 21
Worcester L0 08 15,400 407 052 180,165,802 231,014,250 4,708 281 1
Total 5,602,258 $677,976,253,011 S10,10%,044,249 £10,105,044,34% $1,804 100



Combined Tax Effort Index

Fiscal 2007
Tax
Combined Combined Hypothetical Effort

County Fopulation Wealth Base Tax Revenues Yield Index Rank
Allegany 72415 %3.808 458,355 588,850,587 586,764,114 123 2
Anne Arunds| 509,027 74,241 336,707 85,0603 044 1,108,548,116 7a 21
Baltimore City 40,281 33,003,141, 1268 838,253,488 451,802 487 171 1
Saltimars 785,200 g2 300 842 154 1,278 052 692 1,225 867,800 104 g
Calvert 87,535 11,768.348,765 187177410 176,403,881 o 18
Carcline 32,208 2,525,455 808 34 054 408 A7.841,354 ac 15
Carroll 188,180 18,148 855 538 285 747 283 285423188 100 11
Ceil 28,520 0,520,745 408 137,180,278 143 354 481 He 13
Charles 138,184 15,978,833, 648 225,288,583 238,176,383 s 12
Darchester 31,358 2,857.301.097 39,783.412 42 587,285 g3 15
Fraderick 221,482 27 606,808,021 423 843177 411,471 838 103 ]
Sarrett 28,603 3,770,835,334 45,706,714 56,200,253 53 20
Harford 238,183 25,075,882 318 403,748 875 373,790,814 102 ]
Hionward 268,631 45,144 523,711 G77.201.818 472,866,361 101 10
Foent 19,783 2,581.851.804 34,855 428 38,620,820 o 17
Montgomery 536,070 181,333, 387,255 2,538,683,184 702,722 864 A4 14
Prince George's a431.802 75,257 588,852 1,287.528,001 1,121,883,073 113 4
Qusen Anna's 45,820 7,316,257 506 83,757,185 108,048,742 7 X2
St Marny's 58,510 10,144 848 550 128,234 300 151,203,118 BE 18
Somersst 2577 1,405,520 038 21418353 20 854 827 102 g
Talbot 38,035 8,012.082.818 85,8681 432 118,417,678 ila 24
Washington 142,284 12,480, 797 252 182,120,855 186,171,201 102 T
YWicomico H2,088 7,087, 740,483 124 585,328 106,342 873 118 3
Worcesier 45,082 15,450 407 062 180,185,802 231,014,280 als 23
Tatal 5,602 258 SETT.A7TE,253 011 $10,105,044 349 510,105,044, 349 100



* |sthis enough?/ -\ Oris this enough? [\

* The “Spending Other People’s =\ “ Syndrome




Milton Friedman on “The Four Ways to
Spend Money”

http://www.youtube.com/watch?v=5RDMdc5r5z8



http://www.youtube.com/watch?v=5RDMdc5r5z8

Milton Friedman’s Four Ways To Spend Money

On Whom Money is Spent

Yourself Someone Else
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Milton Friedman’s Four Ways To Spend Money

On Whom Money is Spent

Yourself Someone Else

Buying wedding gift for

Yours
nephew

Someone
Else's

Employee expense account

Whose Money is Spent




* |sthis enough?/ -\ Oris this enough? [\

* The “Spending Other People’s %

Syndrome”

* Reactive or Proactive Strategy



The Ratchet-Down Problem




What is a tax increase?

* Base Scenario
— Home Value = $100,000
— Tax Rate Per $100 = $0.814
— Total Tax Bill = $814.00

House Value Tax Rate Percent

Percent New House Change |New Tax Rate Change of

Change Value Tax Rates |(per $100) Total Tax Bill | Taxes Owed
Scenario 1 t 9.07% S 109,070 $(0.055)|S 0.759 |S 827.84 1.7%
Scenario 2 l -4.20% |S 95,800 S0050|S 0864|S 827.71 1.7%
Scenario 3 l -4.20% |S 95,800 S$0.010|S 0.824|S 789.39 -3.0%




Revenue Cap Benefits

 Forces the discussion and definition of
ENOUGH

* Prioritizes and economizes spending

* Provides a predictable revenue stream



Reactive or Proactive Strategy

Anyone smarter or dumber than us?



Colorado's Spending Cap
TABOR

===Spending

=—=Revenue

1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010




* Is this enough? -\ Oris this enough? 7\

£
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* The “Spending Other People’s W Syndrome”
* Reactive or Proactive Strategy

Ved
* Anyone smarter or dumber than usp<

e |sthis the “Purfekt Soulooshun”?



Cap Changes to Consider

Remove the 2% Limit Option

Include Growth

Provide an Unfunded Mandate Optional Add-On
Allow Ratcheting Up

Adjust CPI-U Index with Employer Costs



