
10. Local Government Finance

The City ofMontpelier operates on an annual budget of approximately $16 million. The public schools
budget comprises approximately 63% of the total budget, while the City's municipal services constitute
approximately 32%. The remaining 5% is comprised of the Recreation Department {3%), Green Mount
Cemetery {.07%), Senior Center {.03%), and contributions to the outside agencies {1%) {Figure 12).
For fiscal year 2000 the City , s primary source of revenue is the property tax which accounts for 76.1 % of

the city's budget. The remaining 24% is comprised
of Intergovernmental {8%), fees {10.5%), and fund
transfers {5.8%) {Figure 13). The heavy dependence
on the property tax as the primary revenue source for
Montpelier is a trend that is increasing as state and
federal revenue assistance decreases. The percent-
age of state and federal assistance, particularly to the
public school system has declined dramatically from
31.2% in 1984 to 20.6% in 1995. Paradoxically, as
aid has diminished mandated programs have grown.
While the demand for revenues has grown the city's
Grand List of property is declining {Table 10-1 and Figure 12. Montpelier City Budget
10-2.)
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Table 10-1 does not include tax
exempt properties. Table 10-2 reflects the
equalized value which is the assessed value
multiplied by the common level of appraisal.
The equalized value allows a comparison over
time taking inflation into accoUnt.
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Tax Exempt Property
Declining Grand List values and increasing tax
burdens on residential and non-residential prop-
erties is a problem exacerbated by the presence
of the state government and other tax exempt
entities in Montpelier. State law provides prop-
erty tax exemption for churches, schools. In
addition, the City may exempt non-profit

.owned property. There are currently 120 taxFIgure 13. FYOO Revenues exempt properties in Montpelier, with

$101,236,093 in exempt value based on their
insured value not necessarily the current market value. The State of Vermont is the single largest
property holder with 42 properties valued at approximately $64 million and constituting 63% of the
value of all tax exempt property in the City of Montpelier (Montpelier Annual Report, 1999). Almost all
of the tax exempt properties are statutory exempt properties.
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State Government Contribution
To compensate the city for services rendered to state properties and employees, in fiscal year 1998 the
State of Vermont made a Payment in Lieu of Taxes (PILOT) amounting to $184,000--0.2% of the
assessed value of the property or roughly 8% of what their actual tax bill would have been. The disparity
between the demand for services created by State offices and employees, and the amount of their PILOT
payments has long been a point of conflict between the State and the City , which must be resolved in the
future.
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Local Tax Funding
Diminished outside funding and increased need for ser-
vices and capital maintenance have driven the City and
School budgets to higher levels. Because of this growth,
in 1999 the City of Montpelier has the highest effective
tax rate in the State of Vermont.

IWhile the tax rate has increased in the past ten years, the
City has had a difficult time keeping up with the demand
for capital maintenance. Thus the city is currently faced
with three bridges that need substantial renovation or
complete reconstruction, as well as a variety of other
street and facility maintenance projects. The
consequence of deferred capital maintenance is increased
costs for capital investment in the future.
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