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SUMMARY 
SUBCOMMITTEE MEETING -- November 9, 2011 

Room 127 - State House, Augusta 

Background and Overview  

The Joint Standing Committee on Taxation’s 3-member subcommittee held its last meeting on November 
9, 2011 at 9:00 a.m. This was part of a series of 5 small group discussions including participants such as 
certified public accountants, economists, tax attorneys, leaders in business and higher education, 
representatives of chambers of commerce and members of the economic development community.  The 
first 4 discussions were held on September 26 and October 12, 2011. Each discussion opened with 
introductions and a brief history of recent tax reform efforts (provided by Senator Woodbury) and 
included time for opening thoughts, discussion and a wrap-up.  

This summary provides highlights of the November 9th discussion and is not intended to be meeting 
minutes.  

Subcommittee Members  

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

8:30 a.m.  

Small Group Session #1†  

 Christopher J.  Hall, Portland Regional Chamber of Commerce 
 Garrett Martin, Maine Center for Economic Policy  
 J. Scott Moody, Maine Heritage Foundation  
 John Porter, Bangor Chamber of Commerce 

 
Opening Thoughts  

Christopher J.  Hall – Mr. Hall suggested that 3 parts of the bigger issue must be addressed 
simultaneously: 1) the structure of revenues, 2) spending (noting tax limitations) and 3) the 
structure of government.  He referred to the comments/study by Alan Caron‡ and suggested the 
way to create meaningful change is through comprehensive reform. In addition, he emphasized 
that rebuilding public trust is key to any reform effort. There is no silver bullet and that includes 
reforming taxation of pensions.  

John Porter – Mr. Porter noted the long-term issues of high income taxes, a volatile revenue 
stream and a narrow tax base. He cautioned against changes that hinder business growth and 
offered a reminder that big policy changes in the State take time.  He suggested that while there 
may be a grand bargain the political parties could strike, the greater political climate may not be 
ripe for change. The recent attempt at tax reform was particularly difficult for chamber members 

                                                 
* absent meeting of Nov 9th 
† Participants’ biographical information is available at: www.maine.gov/legis/ofpr/taxation_committee/interim_schedule/2011_11_09_bios.pdf.  
‡ Study referenced is:   Reinventing Maine Government: How Mainers Can Shape a Sustainable Government and a New Prosperity  by Alan 
Caron and David Osborne.  (September 22, 2010)   



as some supported lower income taxes and others opposed the changes to the sales tax that were 
included in the package.   

Scott Moody – provided prepared remarks (Attachment A) and suggested “pruning the tax tree” 
starting with the sales tax.  He provided a brief history of taxation noting that as tax systems 
evolved Europe went to a value added tax and the United States imposed a retail sales tax. He 
emphasized that the effects of taxation need to be analyzed over decades and indicated that he 
recently completed a study of estimates of sales lost to New Hampshire.  He suggested that 
legislators consider consolidating business taxes into a business enterprise tax (BET) and 
eliminate the other state business taxes including corporate income taxes, Schedules C, D, E and 
F and the estate tax. He added that the BET also can be filed on a short form and provided a copy 
of the New Hampshire form attached to his remarks.   

Garrett Martin – provided prepared remarks (Attachment B). He suggested maintaining a 
progressive tax structure and noted revenue stability is needed for adequate revenue during 
economic downturns recognizing that government provides essential services during these times. 
He contended that the biennial budget included “tax reform” with significant implications for 
revenue adequacy and the progressivity of the tax system. He supports adjusting the income 
brackets thresholds and making the earned income tax credit (ETIC) refundable. He suggested 
that the Circuitbreaker can be simplified and noted that it addresses progressivity by helping 
those with high property tax and lower incomes. Other recommendations included expanding the 
sales tax base and adjusting the rate, raising the tax on lodging and short term auto rental and 
increasing transparency and accountability for tax expenditures. 

Group Discussion  

The group had significant discussion of process, the relation between government spending and 
taxation, the role of taxation in the economy and the challenges inherent in tax reform.     

Process – Group members talked about engaging the public, including a broader spectrum 
residents than just the business community and advocates for certain groups. There was mention 
of using a ratification process and a great deal of discussion about the need to have conversations 
about fundamental role of government that includes spending side as well as revenue side. There 
was discussion of the “tax reform” that was in budget and it was suggested that every budget 
includes opportunities for tax reform. Some group members stressed the importance of having 
buy-in from leadership on any proposal including support from the executive branch. Dynamic 
scoring was suggested as part of information needed to better understand tax issues. 

Sales tax – Group members had limited discussion of sales tax. However, one member advocated 
the elimination of retail sales tax in favor of business enterprise tax. The impact that sales tax and 
property tax have on people who live on a fixed income was mentioned.  

Income tax – There was limited discussion of specifics related to income taxes. There was some 
discussion of simplification including conformity with the federal code, however one member 
suggest there may be areas when nonconforming results in lower taxes and in those cases 
nonconformity may be a good trade off. Pension taxation was briefly discussion in anticipation 
of the Governor’s proposal in the supplemental budget. 
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Property tax – During the discussion of property taxes it was noted that property taxes vary 
greatly geographically and this impacts public support for reform in this area.  The school 
funding formula and the role of municipal spending related to property taxes was discussed. 
There was a suggestion that there may be opportunities in municipal revenue sharing to further 
address property tax.  Circuitbreaker was also mentioned as an area that could be restored and 
better promoted to provide property tax relief. 

Business Enterprise Tax – There was a suggestion for a business enterprise tax and some 
members expressed interested in exploring this idea further. 

Wrap–up – this high-level discussion concluded with encouragement to keep the dialogue open, 
recognize the political realities and keep in mind that tax reform is happening through the budget 
process.  

 
 

 10:30 a.m.   Adjourn 

This subcommittee was followed by a meeting of the Joint Standing Committee on Taxation. 
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