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STATE OF MAINE
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COMMITTEE ON TAXATION
May 25, 2021
TO: Sen. Catherine Breen, Senate Chair

Rep. Teresa Pierce, House Chair
Members, Joint Standing Committee on Appropriations and Financial Affairs

FROM: Se. Benjamin Chipman, Senate Chair
Rep. Maureen Terry, House Chair
Members, Joint Standing Committee on Taxation

RE: Change Package Second Supplemental Budget Bill

The Joint Standing Committee on Taxation has reviewed the portions of the change package to
the second supplemental budget bill that fall under the policy jurisdiction of the Taxation
Committee. We are pleased to provide you with our report of recommendations regarding the
budget. The attached charts indicate our votes with regard to each line in Part A and each Part in
the language provisions of the bill that relates to policy issues under the jurisdiction of the
Taxation Committee..

Please let us know if there is any other information we can provide.
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Please ADD the foliowing to Part A. Section 1 of LD 221 as follows:

iministrative and Financial Services, Department of

TREE GROWTH TAX REIMBURSENIENT 0261
’ 2021-22 2022-23
\niiative: Provides the necessary funding to meet projected municipal reimbursement requirements under the Tree
Growth Tax law. ’
GENERAL FUND
Al Other 2,800,000 3,260,000
TFotal 2,900,000 3,200,000
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Please AMEND Part A, Secfion 1 of LD 221 gs foliows:

«easurer of State, Office of

, tease-amend.as follows:

CURRENT

BISPROPORTIONATE TAX BURDEN FUND 0472

2021-22 2022.23
InHiative: Adjusts funding for Municipal Reverize Sharing fo bring aliczations in ine with projected available resources for
fiscal year 2022-23.
OTHER SPECIAL REVENUE FUNDS
All Other ) 5645019 5,502,568
Jok=t 5,645,018 6,902,568
REVISER
DISPROPORTIONATE TAX BURDEN FUND 0472
2029-22 2622-23
Initiative: Adjusis funding for Municipal Revenue Sharing to bring ahocations in line with projected available resources for
fiscal year 2022-23,
OTHER SPECIAL REVENUE FUNDS
All Other 12,817,562 18,555,744
Total 42,817,582 18,555,744



Please AMEND Part A, Section 1 of LD 221 as foliows:

easurer of State, Office of

Please amend as follows:

CURRENT

STATE - MUNIGIPAL REVENUE SHARING 6029

202122 2022-23
Inttiative: Adjusts funding for Municipal Revenue Sharing io bring sllocations in line with projected available resources for
fiscal year 2022-23,
OTHER SPECIAL REVENUE FUNDS
All Other (5,452,100) (421,801)
Total {5.452,100) {421,801}
REVISED-
STATE - MUNICIFAL REVENUE SHARING 0020 J
2621-22 2022-23
initiative: Adusts funding for Municipat Revenue Sharing to bring allocations in line with projected available resources for
Tiscal year 2022-23. )
OTHER SPECIAL REVENUE FUNDS
All Other 23,238,070 45,190,803
Toftal 23,238,070

182

46,190,803
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Amend LD 221 Part F by deleting the current Part and replacing with the following:
PARTF

Sec. F-1. Transfer to the Highway Fund. Notwithstanding any other provision of law to
the contrary, on or before June 30, 2022, the State Controlier shall transfer $18,000,000 from the
unappropriated surplus of the General Fund to unallocated fund balance of the Highway Fund.

PARTF
SUMMARY

This Part transfers $18,000,000 unallocated fund balance of the Highway Pund.



Amend LD 221 Part G by deleting the current Part and replacing with the following:
PART G

Sec. G-1. 30-A MRSA §5681, sub-§5, as amended by PL 2021, c. 29, Part F §1 1s further
ammended to read:

5. Fransfers to funds. No later than the 10th day of each month, the State Controller shall
transfer to the Local Government Fund 5% of the receipts during the previous month from the
taxes imposed under Title 36, Parts 3 and 8, and Title 36, section 2552, subsection 1, paragraphs
A to Fand L, and credited to the General Fund without any reduction, except that for fiscal years
2015-16, 2016-17, 2017-18 and 2018-19 the amount transferred is 2%, except that for fiscal year
2019-20, the amount transferred is 3%, and except that for fiscal years 2020-21, 202}-22;-and
262233 the amount transferred is 3.75%. and except that for fiscal year 2021-22 the amount
transferred is 4.5% of the receipts during the previous month from the taxes imposed under Title
36, Parts 3 and 8, and Title 36, section 2552, subsection 1, paragraphs A to F and L., and credited
to the General Fund without any reduction, and except that the postage, state cost allocation
program and programming costs of administering state-municipal revenue sharing may be paid by
the Local Government Fund. A percentage share of the amounts fransferred to- the Local
Government Fund each month must be transferred to the Disproportionate Tax Burden Fund and
distributed pursuant to subsection 4-B as follows:

C. For months beginning on or after July 1, 2009 but before fuly 1, 2010, 15%;
D. For months beginning on or after July 1, 2010 but before fuly 1, 2011, 16%;
E. For months beginning on or after July 1, 2011 but before July 1, 2012, 17%;
F. For months beginning on or after July 1, 2012 but before fuly 1, 2013, 18%;
G. For months beginning on or after July 1, 2013 but before July 1, 2014, 19%; and

H._For months beginning on or after Juty 1, 2014, 20%.

PART G
SUMMARY

This Part sets the transfer to the Local Government Fund at 4.5% in fiscal year 2022 and 5%
in fiscal year 2023.



Amend LD 221 Part H by deleting the current Part and replacing with the following:
PARTH

Sec. H-1. 36 MRSA §111, sub-§1-4, as amended by PL 2021, ¢. 1, §B-1, is further
amended to read:

1-A. Code. "Code" means the United States Internal Reverme Code of 1986 and
amendments to that Code as of Deeeraber 31 April 30, 2026 2021.

Sec. H-2. 36 MRSA §1752, sub-§6-J is enacted to read:

6-J. Menstroal product.  "Menstrual product” means tampons, panty liners. menstrusl
cups, sanitary napkins and other similar tangible personal property desiened for feminine hvgiene
in connection with the human menstrual cycle.

Sec. H-3. 36 MRSA §1760, sub-§107 is enacted to read:

107. Menstrnal products.  Sales occurming on or after October 1. 2021 of menstrual
products.

Sec. H-4. 36 MRSA §5219-S, sub-§1 as amended by PL 2015, c. 328, §8, are further
amended to read:

‘ Wq“\{)- &W 1. Resident taxpayer. A resident individual who is an eligible individual is allowed a
A credit against the tax otherwise due under this Part in the amount of 25% of the federal earned
27 A income credit for the same taxable year for a resident eligible indtvidual who does not have a

" ' ‘S_& qualifying child and 12% of the federal earned income credit for the same taxable year for all other
\Fte o resident eligible individuals. However. for taxable years beginning afier December 31, 2020, and

before January 1. 2022, a resident individual who is an eligible individual is nstead allowed a
credit acainst the tax otherwise due under this Part in the amount of 20% of the federal earned
income credit for the same taxable vear,

Sec. H-5. 36 MRSA §5219<S, sub-§2 as amended by PL 2015, c. 328, §8, are further
amended to read: \

2. Nonresident taxpayer. A ponresident individual who is an eligible individual is
allowed a credit against the tax otherwise due under this Part 1 the amount of 25% of the federal
earned income credit for the same taxable year for a nonresident eligible individual who does not
have a qualifying child and 12% of the federal earned income credit for the same taxable year for
all other nonresident eligible individuals, except that for taxable years beginning after December
31. 2020, and before January 1, 2022, 20% of the federal earned income credit for the same taxable
vear for all nonresident eligible individuals, muitiplied by the ratio of the individnal's Maine
adjusted gross income, as defined in section 5102, subsection 1-C, paragraph B, to the individual's
entire federal adjusted gross income, as modified by section 5122.

Sec. Ti-6. 36 MRSA §5219-S, sub-§3 as amended by PL 2015, c. 328, §8, arc further

D
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amended to read:

3. Part-year resident taxpayer. An eligible individual who files a return as a parl-year
resident in accordance with section 5224-A is allowed a credit against the tax otherwise due under
this Part in the amount of 25% of the federal earned income credit for the same taxable year for an
eligible part-year individual who does not have a qualifying child and 12% of the federal eamed
income credit Tor the same taxable year for all other eligible part-year individuals, except that for
taxable vears beginming after December 31, 2620, and before Jarmary §. 2022, 20% of the federal
earned income credit for the same taxable vear for all eligible part-year individuals, multiplied by
a ratio, the numerator of which is the individual's Maine adjusted gross income as defined
section 5102, subsection 1-C, paragraph A for that portion of the taxable year during which the
individual was a resident plus the individual's Maine adjusted gross income as defined in section
5102, subsection 1-C, paragraph B for that portion of the taxable year during which the individual
was a nonresident and the denominator of which ig the imdividual's enfire federal adjusted gross
income, as modified by section 5122,

Sec. H-7. 36 MRSA §521%-KK, sub-§2-B, as amended by PL 2019, c. 343, Pt. I, §6, is
further amended to read:

2-B. Credit in 2020 apd-after. For tax years beginning on or after January 1, 2020 and
before January 1. 2021, a resident individual is allowed a credit against the taxes imposed under
this Part equal to the amount by which the benefit base for the resident individual exceeds 5% of
the resident individual's income. The credit may not exceed $750 for resident individuals under 65
vyears of age as of the last day of the taxable year or $1,200 for resident individuals 65 years of age
and older as of the last day of the taxable year. In the case of married individuals filing a joint
return, only one spouse is required to be 65 years of age or older to qualify for the $1,200 credit
limitation, Married taxpayers filing separate returns do not qualify for the credit under this section.

Sec. H-8. 36 MRSA §5219-KXK, sub-§2-C is enacted to read:

2-C. Credit in 2821, For tax vears beginning on or after Japunary 1, 2021 and before
Tanuary 1, 2022, a resident individunal is allowed a credit against the taxes irmposed under this Part
egnal to the amount by which.the benefit base for the resident individual exceeds 5% of theesident
individnal's income. The credit mav not exceed $1.000 for resident individuals under 65 vears of

age as of the last day of the taxable vear or §1,500 for resident individuals 65 years of age and '

older as of the last day of the taxable vear. In the case of married individuals ﬁling' a 1pint returmn.,
only one spouse is required to be 65 vears of age or older to qualify for the $1.500 credit limitation.
Married taxpayers filing separate returns do not gualify for the credit under this section.

Sec. H-9. 36 MRSA §5219-KK, sub-§2-D, is enacted to read:

2-D., Credit in 2022 and after. For tax years beginning on or affer January 1. 2022, a
resident individual is allowed a credit apainst the taxes imposed under this Part equal to the amount
by which the benefit base for the resident individual exceeds 4% of the resident individual's
income. The credit may not exceed $750 for resident mdividnals under 65 vears of age as of the
last dav of the taxable vear or $1.200 for resident individuals 65 vears of ace and older as of the

i ()




last day of the taxable vear. In the case of married individuals filing a joint return, only one spouse
is required to be 65 years of age or older to gualify for the $1.200 credit limitation. Marrded
taxpavers filing separate returns do not qualify for the credit under this gection.

Sec. H-10. Application. That section of this Part that amends Maine Revised Statutes, Title
36, section 111, applies to tax years beginning on or after January 1, 2021 and to any prior tax year
as specifically provided by the United States Internal Revenue Code of 1986 and amendments to
that Code as of April 30, 2021, except that amendiments to that Code made by sectlo of the
American Rescue Plan Act of 2021, Public Law No, 117-2, do not apply to any tex year beginning
after December 31, 2019, and before January 1, 2021.

yd
WE |
SUMMARY
PARTH
Part H does the following:

o It updates references to the United States Internal Revenue Code of 1986 contained in the
Maine Revised Statutes, Title 36 to refer to the United States Internal Revenue Code of
1986 as amended through April 30, 2021, for tax years beginning on or after January 1,
2021 and for any prior tax year as specifically provided by the United States Internal
Revenue Code of 1986, as amended, except that amendments to that Code made by section
9042 of the American Rescue Plan Act of 2021, Public Law No. 117-2, do not apply to any
tax year beginning after December 31, 2019, and before January 1, 2021

o It provides a sales tax exernption on the purchase of menstrual products sold on or after
October 1, 2021.

v Tt establishes the earned income tax credit rate for tax year 2021 for ali eligible individuals
as 20% of the federal eamed income credit for the same taxable year.

e It increases the maximum property tax fairness credit for tax year 2021 to $1,000 for
resident individuals under 65 years of age and $1,500 for resident individuals 65 years of
age-and older. '

o Tt increases the property tax faimess credit for tax years 2022 and later fo the amount by
which the benefit base for the resident individual exceeds 4% of the resident individual's
income with a maximum credit of $750 for resident individuals under 65 years of age and
$1,200 for resident individuals 65 years of age and older.



Amend LD 221 Part J by deleting the carrent Part and replacing with the following:
PART J

Sec. J-1 36 MRSA § 578, sub-§ 1 as amended by PL 2017, c. 288, Pt. A, §31 is
further amended to read:

§578. Assessment of tax

1. Organized areas. The municipal assessors or chief assessor of a primary assessing area shall
adjust the State Tax Assessor's 100% valuation per acre for each forest type of their county by
whatever ratio, or percentage of current just value, is applied to other property within the
municipality to obtain the assessed values. Forest land in the organized areas, subject to taxation
under this subchapter, must be taxed at the property tax rate applicable to other property m the
municipalty.

The State Tax Assessor shall determine anmmally the amount of acreage in each municipahity that
is classified and taxed in accordance with this subchapter. Each municipality is entitled to annual
payments distributed in accordance with this section from money appropriated by the Legislature
if It sub:mts a comgleted an annual retmn in accorclance with section 383-and-#fit-achievesthe
RS & atio—e : 7, The State Tax Assessor shall pay any
municipal claim found to be in satlsfactory form by October 15th of the year following the
submission of the annual return. The total municipal reimbursement appropriation is calculated
on the basis of 90% oF the p&r—aefe tax R%ﬂ&&lost as d result of thls subchapter %pmpefty

purposes of this section, "clasmﬁcd forest IL " means forest lands Cld.SSlﬁBCl pursuant to this
subchapter as well as all areas identified as forested land within farmland parcels that are
transferred from tree growth classification pursuant to section 1112 on or after October 1, 2011,
For the purposes of this section, the “tax lost” is the tax that would have been assessed, but for this
subchapter, on the classified forest lands if they were assessed. according to the current regional
per acre undeveloped acreage land value valuations as detenmined for wsed-m-the state valuation

purposes thenin-effect, or according to the current local per acre valvatien-on undeveloped acreage
land value as determined for state valuation purpeses, whichever is less, minus the tax that was
actually assessed on the same lands in accordance with this subchapter, and adjusted for the.
aggregate municipal savings in required educational costs attributable to the reduction in redueed
state valuation as a result of this subchanw%,m‘mmmpahw that fails to achieve the mimimum

assessmient ratio established in section 32( loses 10% Af the reimbursement provided by this

section for each one percentage point t‘ae mifimum assessment ratio falls below the ratio
established in section 327.
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C. The State Tax Assessor shall distribute reimbursement under this section fo each municipality
in proportion to the product of the reduced tree grawth valuation of the municipality multipiied by
the property tax burden of the municipality. For purpeses of this paragraph, unless the context
otherwise indicates, the following terms have the following meanings.

(1) "Property tax burden” means the total real and personal property taxes assessed in the most
recently completed municipal fiscal year, except the taxes assessed on captured value within a tax
increment financing district, divided by the latest state valuation certified to the Secretary of State.

(2) "Undeveloped land" means rear acreage and unimproved nenwaterfront acreage that is not:

(a) Classified under the laws governing cuorent use valuation set forth in chapter 105, subchapter
2-A, 10 or 10-4;

(b) A base lot; or
{c) Wasteland.

(3) "Average value of undeveloped land" means the current regional per acre undeveloped acreage
land value waluations as determined for used-inthe state valuation purpeses thepin-effect or
accordine to the current local per acre vekatien-on undeveloped acreage land value as determined
for state valuation purposes, whichever-is less.

(4) "Reduced tree growth valuation" meauns the difference between the average value of
undeveloped land and the average value of classified forest lands tressroveth-tand times the total

mumber of acres of classified as forest lands underthissubehapterplus-the total pumber-of aeres

SCMMARY
PART J

The Part amends the tree growth tax law to clarify the information required to be used
by the State Tax Assessor when calculating the tree growth appropriation and municipal
reimbursemerts and to use consistent terms when referring to that information. k also removes
a limitation which only applied to tax years 2008 and 2009, and removes a paragraph that is
unnecessary because appropriate rulemaking authority already exists under 36 MRS §575.

. 0



Amend LD 221 Part P by deleting the current Part and replacing with the following:
PARTPE

Sec. P-1. Promotion Adjustments for Bureau of Revenue Services Employees. Allows
46 existing Tax Examiner positions and 33 existing Tax Examiner II positions to potentially
promote to a new Tax Examiner III classification within the Bureau of Revenue Services.
Individuals in the Tax Examiner classification will be required to demonstrate achievement of
certain competency benchmarks in order to promote to the Tax Examiner 1T classification.
Individuals in the Tax Examiner I classification will be required to demonstrate achievement of
certain competency benchmarks in order to promote to the Tax Examiner I classification. When
a Tax Bzaminer I or Tax Examiner III position is vacated, the position will revert back to the Tax
Byaminer classification. The changes will improve the ability of the Bureau of Revenue Services
to aftract and retain capable examiners in order to provide taxpayer assistance commensurate with
the increasing complexity of federal and state tax laws.

Sec. P-2. Costs to General Fund. Costs to the General Fund due to section 1 of this Part
must be provided from the Salary Plan progrem, General Fund account in the Department of
Administrative and Financial Services in an amount up to $520,000 for the fiscal year ending Fune

30, 2022 and in an amount up to $520,000 for the fiscal year ending June 30, 2023 to implement
the initiative in section 1 of this Part.

SUMMARY
PARTE

The Part allows for promotional adiustments for Tax Examiner and Tax Examiner I
positions within the Bureaa of Revenue Services. This will improve the ability of the Bureau of
Revenue Services o attract and retain capable examiners in order to provide taxpayer assistance
commensurate with the increasing complexity of federal and state tax laws.

15



