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SUMMARY 
SUBCOMMITTEE MEETING  -- September 26, 2011 

Room 127 - State House, Augusta 

Background and Overview  

The Joint Standing Committee on Taxation formed a 3-member subcommittee to hold discussions with certified 
public accountants, economists, tax attorneys, leaders in business and higher education, members of the 
economic development community and others in the private, public and non-profit sectors in order to gain 
additional insight into problems that may exist in Maine’s current tax laws and to identify possible areas of 
reform on which the Taxation Committee should focus. The Subcommittee organized a series of 5 small group 
discussion and the first 3 discussions were held on September 26, 2011.  

Each discussion opened with a brief history of recent tax reform efforts (provided by Senator Woodbury) and the 
group member introduced themselves. (Biographical information about the participants is available at: 
http://www.maine.gov/legis/ofpr/taxation_committee/interim_schedule/bios_2011_09_26.pdf). 

Each small group discussion included a time for opening thoughts, discussion and a wrap-up.  Also, Senator 
Woodbury provided draft handouts for discussion purposes on selected categories of Maine tax revenues and tax 
expenditures to each group of participants.  (See attachment A.)  

The summary below provides highlights of the discussions and synthesizes the general themes that emerged.  
This summary is not intended as meeting minutes.  

Subcommittee Members  

 Senator Richard G. Woodbury, Subcommittee Chair  
 Representative L. Gary Knight  
 Representative Donald E. Pilon  

   

8:30 a.m. – 10:30 a.m. 

Small Group Session #1  

 Alan Caron, Caron Strategies Group/Envision Maine  
 Professor Orlando E. Delogu, Maine School of Law  
 Amanda Rector, State Economist  

Opening Thoughts  

Amanda Rector – suggested that the principles (see Committee meeting summary 9/7/11) provided by 
the Taxation Committee are sound; a tax code that is simple, equitable, adequate, and balanced is a 
good goal.  However, it is not a goal that is necessarily easy to achieve.  There are often trade-offs. Is 
stability most important? Simplicity?  Suggested that the Committee may need to think about which 
principles are most important. Maine is heavily reliant on property taxes and this may be an area that 
may be most fruitful in tax reform. There may be opportunities for reform in the areas of municipal 
revenue sharing, education funding, exemptions, and circuitbreaker that may achieve multiple goals 
such equity and stability.  Ms. Rector also told the subcommittee to keep changing demographics in 
mind.  How this will influence tax revenues? In terms of income taxes, people are living on fixed and 
lower incomes; they may be buying less or an aging population may shift purchasing patterns such as 
not buy new cars or purchasing more recreation and services. The Committee may need to think about 
how tax exemptions factor into this. Also, the Committee should consider if they want tax policy to 
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influence demographics such as attracting more young people.  The greatest way to increase tax 
revenue is by increasing jobs, improving profitability of companies and making the State economy 
more vibrant, which goes beyond tax policy.  

Professor Delogu – provided some written remarks and suggested that a major theme is “do no further 
harm.” Professor Delogu’s remarks covered six areas:  sales tax, taxation of internet sales, income 
taxation, tax expenditures, increased pressure on property taxation, and local option tax.  Maine’s sales 
tax is lower than many states and made suggestions in this area that include: stop granting exemptions, 
reduce existing exemptions, broaden the base to reach discretionary services and increase meal and 
accommodation taxes. Related to internet sales tax, he recommends that Maine join the majority of 
sales-taxing states by formally adopting the Streamlined Sales and Use Tax Agreement. Related to 
income taxation, he noted the decline of corporate sales tax and suggested it would be unwise to 
exempt pensions from state income taxes.  Professor Delogu recommended increasing the reduction to 
BETR reimbursement, expanding the circuitbreaker and advocated the local option sales tax.  (See 
attached paper for additional information – Attachment B.)  

Alan Caron – suggested that tax reform may mean different things to different people and it’s 
important to clearly define the goals of reform.  Is it to lower taxes?  Lower cost of government?  
Reduce volatility in tax revenue?  Off-setting one type of tax with another? Grow the economy?  It is 
important to make sure there is consensus on what the goal is before moving forward with plan. 
Beyond agreeing on goal, the use of facts and data to replace slogans and ideas may be the process 
needed to get tax reform accomplished.  He suggested that developing data and measures will help do 
this. The single most important thing that could be done is to apply same rigor to evaluation of tax 
exemptions/expenditures as budget writers do in evaluating the spending side.  He suggested 
developing measures for tax expenditures that are designed for job creation, create sunsets for tax 
expenditures, and review tax exemptions regularly, perhaps every five years.   

Group Discussion  

Ideas discussed in more detail included further lowing the income tax rate, simplification of filing 
taxes, sales tax reform including local option sales tax, the need for property tax relief,  balance of 
taxes, tax expenditures, and revenue sharing.  

Income tax – There was discussion of simplification of the income tax laws such as taking a percentage 
of federal adjusted income tax and federal conformity.  The seemed to be consensus on the need for 
more simplified tax forms and the subcommittee requested information on other states that have more 
simple forms. There was discussion of reviewing tax expenditures including income tax deductions and 
whether there are some to eliminate in exchange for a lower income tax rate.  

Sales tax – It was noted that Maine’s sales tax is low compared to many states. One suggestion 
discussed was a local option sales tax that would piggy back on the state sales tax and include an 
administrative fee for the State. It could be implemented regionally or with a portion going to counties.   

Property taxes - Much of the focus seemed to be on the property tax with statements that property taxes 
are high and lower income people pay a higher portion of income. Some suggested that this may in part 
be a function of State revenue shortfalls and shifting burdens to municipalities. It was noted that the 
one tax reform initiative that passed in last ten years was the school funding referendum requiring the 
State to pay 55% of education funding.  

Balance – The discussion on balance include comments about high property taxes and high income 
taxes.  Should the balance be 1/3 property, 1/3 income, and 1/3 consumption?  
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Tax expenditures – discussion focused on which ones should be reviewed.  Comments were made on 
measuring, means testing, collection of data and analysis to support the expenditures.  Also, there was 
discussions of evaluations have been conducted by the Taxation Committee in the past noting the 
political will is needed to actually take away expenditures.  

Revenue Sharing – may be opportunities for reform in this area to provide some property tax relief 
such as changing the formula. May consider service centers and rural towns and consider that high mill 
rate may not tell whole story and look ability to pay versus desire for services. Could increase revenue 
sharing to lower property tax burden, but should be specifically tied to property tax reductions.  

Other ideas – One model suggested was the European value added tax (VAT). The last reform package 
was complicated. Need to keep this reform package simple – easy for people to understand (example 
provided/not a proposal– estate tax tied to federal tax by checking a box, lower income tax by 1%, find 
a greater balance between taxes by raising sales tax from 5% to 6% and more revenue sharing.) Look at 
other taxes as well impact of implementation future changes such as estate tax changes and the changes 
to fuel taxes.  

Small Group #1 Wrap–up  - emerging themes during this discussion: 

 Need to ensure that Committee has consensus on tax reform goals;  

 Property taxes continue to be an area of concern; 

 Simplicity is desirable in both the tax code and packaging tax reform; and  

 Tax expenditures need more scrutiny. 

11:00 a.m. – 12:45 p.m. 

Small Group Session #2  

 Conrad Ayotte, JS McCarthy Printers  
 Jim Clair, Goold Health Systems  
 Dr. Theodora J. Kalikow, President, University of Maine at Farmington  
 Harvey Rosenfeld, Scarborough Economic Development  
 Thomas Sturtevant, ALCOM, Inc.  

Opening Thoughts  

Harvey Rosenfeld – Remarks noted that when recruiting companies taxes not mentioned, but skill 
levels of workforce.  Need to make sure that tax reform is looked at comprehensively so that resources 
are available for Community Colleges, University System and workforce training.  

Theodora J. Kalikow – Tax reform involves large social issues; not interested in reducing taxes just for 
the sake of cutting taxes.  Need to look at ways of better coordination with business community and the 
jobs that are being created.  Need to look at tax issues in the larger context.   

Jim Clair – Need a strategic approach to tax reform.  Agreed in looking at larger context, but to avoid 
some of the obstacles of past reform, may need to focus on the revenue side before getting to the 
spending side.  He suggested principles including:  simplicity, fairness, progressively, consistency, and 
competitiveness with other states.  But most important principle should be to be strategic or targeted, 
such as using a target of revenue such as a percentage of gross state product.  Also, it is important to 
coordinate with the appropriators/budget writers.  
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Conrad Ayotte - Maine’s tax structure creates volatility in revenue; in trying to address this the 
Committee needs to keep in mind that Maine doesn’t operate in a vacuum and it is important for Maine 
businesses to be able to compete with out-of-state companies.  Also, keep in mind that a large portion 
of “corporate” tax revenue comes into the state in the form of individual returns because of the large 
number of subchapter S corporation and LLC’s in Maine, so changes to individual income taxes impact 
business, too.  Maine’s capital investment tax credit created this last session (10% of federal bonus 
depreciation) is important for investment in equipment. A lower tax bill means more investment in the 
business. Constant changes in the tax code are the biggest problem; anything the Legislature can do to 
take some of the uncertainty out of the business decisions related to taxes will help. (Gave example of 
multiple changes to the BETR program.)  

Thomas Sturtevant – For job opportunities, we may need to look at skills of existing workforce rather 
than using State resources to train people.  Would rather train own people for jobs than have training 
schools do it.  He indicated that he has federal and state “incentives” to hire more people but does not 
believe the incentives drive the hiring. He operates from a business model that is successful and allows 
for growth and hiring more people when needed.  His decisions to start businesses in Maine are related 
to family and he would be in a different state due to taxation of long-term capital gains and state 
income tax. Other states such as Tennessee are attractive due to combination of workforce and tax 
structure.  

Group Discussion  

Senator Woodbury suggested 3 items for group discussion including:  1) what are one or two aspects of 
tax code that are problematic, 2) what is the appropriate balance of revenue sources (income tax, 
property tax, sales tax)  and 3) tax expenditures.    

Income tax – It was mentioned that the top bracket starts at income that is too low and should be 
addressed as well as considering reform in area of earned income tax credits.  There was discussion 
about the departure from federal conformity as a mistake; business participants indicated that it is 
difficult for business to keep track of depreciation in different ways.  The different treatment of long-
term capital gains at the federal level versus the State was a key point for one of the business 
participants since capital gains is treated as ordinary income in Maine. There was a discussion of 
whether a lower income tax rate would address the problem, but some participants felt they needed 
more careful analysis before they could comment as there were many factors to consider.  

Property taxes – There was little discussion of property taxes, but the Circuitbreaker program was 
suggested as a continued means of property tax relief.  

Sales tax – There was discussion of the narrow sales tax base as a contributor to volatile revenue. It 
was noted that increasing the rate to 6% would still be below national average. Several participants 
suggested or supported broadening the sales tax. One suggestion was for a statewide sales tax increase 
with 1% returned locally. There was a some discussion of a local option sales tax. A participant 
suggested that businesses don’t look at sales taxes as much in location decisions.   

Tax expenditures – Tax expenditures were discussed and it was noted that without detail and data it is 
hard to determine if there are expenditures that could be eliminated. Tax expenditures should be tied to 
job creation, but it is difficult for a job created, saved or attracted to be tracked and to determine if it is 
the result of the incentive.  

Meals and lodging tax – Is there a way to separate?  Some states have hotel/motel tax and this could be 
exported to tourists and have less of impact on residents than increasing the current combined meals 
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and lodging tax, which affects Mainers who dine out. A participant stated that some states have lodging 
taxes that are 10% to 22 % when state and local taxes are combined. 

BETR* – There was strong support from participants representing the business community for this 
program. In many other states business equipment is not taxed.  

Ways and Means Committee - There was reoccurring comments and discussion over the idea of 
communication between the Appropriations and Taxation Committee.  Support was expressed for the 
idea of a Ways and Means Committee.  

Other ideas  -  There was some discussion of tax increment financing districts with some participants 
not being particularly supportive of them and other participants from the business community stating 
that they like them. Concern over the budget stabilization fund was expressed. Also, concern over 
funding of future road, highway infrastructure with the combination of fuel efficient vehicles, people 
driving less and heavy reliance on fuel tax.  Estate taxes were mentioned as factor for business 
decisions of whether to stay in Maine. There was discussion about the lack of strong county 
government and need for regionalization. There was discussion of the need to build strong coalition to 
accomplish tax reform goals and a suggestion that change may need to be incremental.  Discussion of 
Maine’s image and business climate included comments related to quality of life and role taxation plays 
in greater scheme of growing the economy.  

Small Group #2 Wrap–up - emerging themes during this discussion:  

Maine is competing against other states for business; 

Tax structure (and workforce development) should support and not hinder business recruitment; 

To accomplish goals of tax reform comprehensive reform must have strong support and a referendum is 
a good idea;  

Tax structure changes may need to be incremental;  

Sales tax may have potential for reform; 

Lodging tax may be an area to look at separately from meal tax; 

Income taxes are an area of concern, but concerns are different for different groups; and 

May need to look at other taxes such as fuel taxes. 

3:00 p.m. – 5:00 p.m. 

Small Group Session #3  

 Dr. Charles Colgan, University of Southern Maine  
 Chip Morrison, Androscoggin County Chamber of Commerce  
 Matt Jacobson, Resilient Tier V Corporation 
 Dr. Danielle N. Ripich, President, University of New England  
 Anne Romano, Certified Public Account  

                                                 
* Although BETE was not discussed, this may be an exemption that is also important since it provides an exemption for 
businesses equipment in lieu of the BETR reimbursement. 
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Opening Thoughts  

Matt Jacobson – Taxes need to generate enough revenue for State’s needs and should provide 
incentives for jobs creation either through incubation, recruitment or expansion. The Committee needs 
to think about how taxes impact businesses in these different groups and should keep in mind Maine is 
competing against other States.  Often Maine is eliminated due to costs; not necessarily just taxes, but 
overall cost of doing business. Tax structure plays a part.   

Chip Morrison – Keep in mind that taxes impact small business and are paid through personal income 
tax.  Property taxes continue to increase and this is a reflection of the stress on municipal government 
as federal and state revenues dry up. Municipalities will have to cut services or raise property taxes.  
The State’s estate tax still does not conform with the federal code and this an issue; changes made last 
session helped.  Mr. Morrison expressed support for a decrease in the income tax and increase and/or 
broadening of the sales tax.  

Dr. Danielle N. Ripich – Out-of-state students that come to Maine often stay if their first job is here.  
For example, 72% of the physicians that do their residency here will make Maine their home.  Need to 
keep in mind how tax structure impacts these students as well as faculty and the educational institutions 
that recruit them.  The University of New England is currently looking at new business program and 
trying to decide best course of action including whether to focus on small business or international 
business.  Tax reform should help provide incentive for higher education and business community to 
collaborate.  

Anne Romano – suggested lowering income tax; the Committee may want to quantify the bottom line 
of how low we can go and where it can be made up.  Sales tax could be increased and broadened; 
lodging tax could be increase and we should try to export taxes. To pass, the reform needs to be simple.  
The changes should make the tax structure simpler; decoupling from federal tax code makes taxes too 
complicated, filing estate taxes is complicated because of the paperwork needed even though a tax filer 
may ultimately not end up owing the estate tax.  

Charles Colgan –positive aspects of current tax system include balance among income, sales and 
property compared to other states. Maine’s tax system is moderately progressive or regressive 
depending on which statistics you use, roughly proportional. The biggest issue is stability in terms of 
predicting revenue; what ever happens in the economy is magnified at the revenue level due to the 
narrow sales tax base and income tax base. He suggested that the Committee needs to think of tax and 
expenditure sides together and noted that half of all expenditures go to municipalities. He provided a 
history of the State’s interaction with the local tax system and indicated that the state and local systems 
need to be worked on together.  He shared lessons from 1987 reform noting that it was at this time that 
the circuitbreaker was put in place. There was a suggestion then to have state collect property tax with 
the income tax that was rejected.  There is need to at least recognize the integration of the two systems. 
He suggested broadening the sales tax to include more consumer services and stated that many other 
states have local option taxes. If there is a local option sales tax in Maine it should be regional, at the 
county level, by vote referendum with major of citizens from counties and towns and formula that 
channels revenue back to all towns doesn’t favor larger towns. He discussed the comparison of New 
Hampshire and Maine and explained that the NH business franchise tax (a form of a value added tax) 
applies to goods and services. It is paid and collected by business, but ultimately paid by consumers 
and therefore, is essentially a sales tax. It is a stable revenue source and something worth looking at.  
Current income tax rate structure is outdated as it was designed for the late 1980s income brackets.  
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Income was growing at the time and is stagnant now. Income tax in Rhode Island and (Vermont?) take 
a cut off the federal income tax and don’t worry about the base.  Taxes are not driver of economic 
development.  Taxes are looked at in terms of ease of administration, adequacy, and horizontal equity 
and vertical equity (or progressivity).  They can be optimized for a few of these, but not all four.  How 
you want to balance these is a political decision.  

Group Discussion  

Income tax – In business recruitment, there are incentives like the Pine Tree Zone that forgive 
corporate income tax for a period of time. For existing business, corporate income taxes will matter and 
property taxes matter to both existing and new business. Individual income taxes are an issue for 
businesses structured as S-corps and for business in the incubation stage as well as for attracting 
investment. The Committee needs to look at how the income tax structure influences investment in and 
by business. There was discussion of an income tax rate as low as 3% or 4% and possibly exchanging 
income tax deductions and exemptions for the lower rate. Coming into Maine from another state, one 
participant said the income tax wasn’t as big of a factor as the property tax.  

Sales tax – There was discussion of a local option sales tax and the idea of bringing it up to the regional 
level with a referendum as proposed in Dr. Colgan’s opening thoughts.  There was discussion of using 
revenue sharing as a means of distributing the additional resources to municipalities.  Some participants 
cautioned that a local option sales tax is often perceived as just one more tax regardless of 
beneficiaries.  There was discussion of an expanded base in the area of consumer services and past 
push back in this area.  There will need to be a clear message of the net benefit (savings) if sales tax is 
expanded to certain services that are now exempt. Changes in the sales tax area may get push back and 
thoughtful development of the best areas for reform in this area of taxation is needed.  

Balance – There was discussion of the balance and whether it was right.  Most past reform focused 
trying to shift away from property tax to income and sales tax.  Property tax will be affected by a poor 
housing market for near future and is an issue to consider as a reform package is developed.  There will 
never be a true balance in one year or biennium and the Committee needs to think of the balance of 
taxation over a business cycle.  

Property taxes – there continues to be concern that property taxes are high; one participant noted that 
they were 3 times as high as former state of residence. The constitutional requirement in Maine of “just 
value” is not often required in other states and it is designed to address horizontal equity. It has 
advantages and disadvantages. There was some discussion of how to maximize the Circuitbreaker as a 
way to address property tax.  Local option sales tax can be looked at in area of property tax relief and in 
a comprehensive package.    

BETR – support was expressed for keeping this as to be competitive with states that do not tax business 
equipment to begin with.  

Revenue Sharing – May be opportunities for reform in this area to provide some property tax relief 
such as tying into a local option tax.  

Tax expenditures – The discussion of tax expenditures included income tax deductions with a 
suggestion that the Committee may be able to be able to eliminate some in exchange for a very low 
income tax rate.  In the area of sales tax expenditures, there was a bigger focus on expenditures that 
may be discretionary such as amusement and recreational services.  Also need to carefully access 
expenditures before eliminating those that may be exemptions that are rely on government funding as 
source so you are not just shuffling money around.  
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Other ideas – Need to have simple system and communicate that the net effect of the reform is lower 
than what people are paying now. Ways and Means Committee not a bad idea – need to look at 
spending and taxation together. Should look at other taxes such as cigarette taxes and the taxation of 
fossil fuels was discussed as well.  There was significant concern expressed about fuel taxes and how to 
fund future infrastructure.  The need for taxation policy that attracts investment was discussed related 
to Maine Technology Institution versus private capital investment.  

Small Group # 3 Wrap–up - emerging themes during this discussion:  

 Income tax could be lower, but need to figure out trade-offs and make more simple; 

 Property taxes continue to be an area of concern; 

 There could be opportunity for sales tax reform by broaden base, reducing exemptions or 
increasing rate as well as considering a local option sales tax that is regional and feeds back into 
revenue sharing;  

 Simplicity in packaging tax reform is needed  

 

Re-occuring themes from all discussions 

 Tax reform should simplify the tax laws.  

 The tax reform goals of the Committee should be simple and clear. There should be consensus 
for the package and a referendum is a good idea. The reform package presented to the people 
needs to be simple to explain and easy to understand.  

 A lower income tax rate is desirable, but making up the revenue loss is problematic.  The 
Committee needs to particularly keep in mind individual income taxes as they affect businesses 
structured as LLCs and S-corps as well as other flow-through income for investors. The 
Committee may want to consider closer conformity to federal law for simplified administration 
for taxpayers and government.  

 Sales tax reform should be a goal due to Maine’s relatively low rate, narrow base and large 
number of tax expenditures in this area. However, the details of accomplishing reform in this 
area need further discussion and development. There has been significant push back in the past 
and this may be a continued area of resistance for some. 

 Property taxes continue to be an area of concern; State and local taxes need to be considered as 
a whole system due to the impact state revenue changes have on local government. 

 Strong communication between those involved on spending side and taxation side is essential.  

 Tax expenditures need further scrutiny and a process for evaluation. There may be some tax 
expenditures that can be eliminated in exchange for other changes in the tax laws that would 
make Maine’s tax structure simpler. (Please note at the October 12, 2011 meeting, the Taxation 
Committee will be reviewing draft language (voted 9/7/11) for a bill to evaluate proposed new 
exemptions.)  




















































