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L.D. 1467
DATE: 6/21/95 (Filing No. H-562 )

MAJORITY
TAXATION

Reproduced and distributed under the direction of the Clerk of
the House.

STATE OF MAINE
HOUSE OF REPRESENTATIVES
117TH LEGISLATURE
FIRST REGULAR SESSION

COMMITTEE AMENDMENT "/?" to H.P. 1048, L.D. 1467, Bill, "An
Act to Encourage Capital Investment in Maine"

Amend the bill by inserting after the title and before the
enacting clause the following:

'Mandate preamble. This measure requires one or more local
units of government to expand or modify activities so as to
necessitate additional expenditures from local revenues but does
not provide funding for at 1least 90% of those expenditures.
Pursuant to the Constitution of Maine, Article IX, Section 21,
two thirds of all of the members elected to each House have
determined it necessary to enact this measure.'

Further amend the bill by striking out everything after the
enacting clause and before the statement of fact and inserting in
its place the following: '

'‘Sec. 1. 36 MRSA §5219-E, B, as amended by PL 1991, c. 591,
Pt. BBB, §1, is further amended to read:

B. "Investment credit base" means the total original basis,
without adjustment, for federal income tax purposes, of the
taxpayer of all machinery and equipment placed in service
for the first time in this State by the taxpayer or other
person during any of the prior 5 taxable years, except in
taxable years ending in 1995, the prior 6 taxable years,
excluding the basis of machinery and equipment placed in
service in this State prior to January 1, 1989. In the case
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COMMITTEE AMENDMENT "f?i to H.P. 1048, L.D. 1467

of a combined report, the term investment credit base means
the sum of the investment credit bases for all corporations
included in the report.

If the taxpayer is reimbursed pursuant to chapter 915 for
100% of th roper taxes assesse urin h xabl ear

all of the machinery and equipment that constitutes
eligible proper as defin in section 51, subs ion 1

hat machiner nd equipment may not be included in the
investment credit base for that taxable year, The term
"taxabl year'" mean he xable r for incom ax

purposes of the taxpayer.
Sec. 2. 36 MRSA ¢. 915 is enacted to read:

CHAPTER 915
REIMBURSEMENT FOR TAXES PAID ON CERTAIN BUSINESS PROPERTY
6651 finition

As__used in this chapter, unless the context otherwise
indicat he followin rms _have the following meanings.

1. _Eligible property. "Eligible property" means gqualified
business roper fir 1 in rvice in the ate or
nstitutin nstruction in progr in th fter April
1 1 "Eligible roperty" include without limitation
r ir r repl ment ar ditions ion nd
accessories to other gualified business property placed in
servi n r before April 1 1 if h rt ddition
accession or accessory is first placed in service, or constitutes
constr ion in rogress in h S e fter April 1 1
"Eligible roperty" 1 include inventor ar After
reimbursement h en m f r "eligibl r rty" for 12 years

that property is no_ longer "eligible property" under this chapter.

2 Inventory parts. "Inventory parts" includes repair
art replacemen r replacement uipmen dition
ession n ssorie n_hand but not in service an tocks
or inventories of repair parts, replacement parts, replacement
equipmen addition accession n cessories on han ut not
in rvi if uired after April 1, 1 r rdless of when
1 in rvi
3. Qualified business pggpg ty. Qggllflgd business
roper mean angible personal ert ha
A, Is s r held for use exclusivel for a business

purpose by the person in possession of it or, in the case of
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COMMITTEE AMENDMENT '} | " to H.P. 1048, L.D. 1467

construction in progress or inventor arts, is intended to
e use xclusively for a siness purpose b he person who
will ssess_th roperty;: an

B. That either:

(1) Was subject to an allowance for depreciation under
h d n April 1st of the propert ax_year which
h laim for reimbursement relate r would have n
u n allowance for reciation under the Code
f th te but for the £ h h r rty has

n full recia : or
2 In he f nstruction in rogr r

inventory parts, would be subject under the Code to an
allowance for depreciation when placed_ in service or

would have been subject to an allowance for

depreciation gnde; the Code as of that date but for the
fac h he property has been fully depreciated.

"Qualified business property'" also includes all property that is

affixed or attached to a building or other real estate if it is

used to further a particular trade or business activity taking

1 in ha 1l1din r n hat real " lified
business property" does not include components or attachments to
a building if used primarily to serve the building as a building,
r rdless of the rticular trade or activi takin lace in or
on__the building, "Qualified business property'" also does not
include land improvements if used primarily to further the use of
the land as land, regardless of the particular trade or business
activities taking place in or on the 1land. In the case of
construction in progress or inventory parts, the term "used"
means intended to be used,

§6652. Reimbursement allowed:; limitation

nerall Subijec h rovisions of subsection 2
and of sections_ 6653 and 6654, a person against whom taxes have
een assesse rsuan Par 2 with r c to ligible
property and who has paid those taxes is entitled to
reimbursement of those taxes from the State.

2, Limitation. Reimbursement may not be made by the State
Tax Assessor pursuant to this chapter with respect to the payment

f taxes ass against pr rt h is entitle o _exemption
pursuant to section 656, subsection 1 aragraph E or any other
provision of law ex hat reimbursement mu be m with
regspect to the payment of taxes assessed against property that
has n been rtified for exemption pursuan ection 656
subsection 1, paragraph E but that is entitled to exemption
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COMMITTEE AMENDMENT "#}" to H.P..1048/ L.D. 1467

pursuant to that provision if that property has been placed in
service after the December lst immediately preceding April 1st of
the tax year for which reimbursement is sought but prior to April
lst of the '‘property tax year for which reimbursement is sought.
The claimant may seek reconsideration, pursuant to section 151,
of the State Tax Assessor's denial of reimbursement under this
subsection. If the State Tax Assessor denies a reimbursement
claim on the ground that the property in guestion is entitled to
exemption under section 656, subsection 1, paragraph E and_the
claimant seeks reconsideration of the denial, the State Tax
Assessor shall, at the claimant's request, allow the claimant up
to one year to obtain a statement from_ the Commissioner of
Environmental Protection that the property at issue is not
exempt. If the claimant timely produces such a statement or
otherwise demonstrates that the property is not exempt, the State
Tax Assessor shall allow the reimbursement.

§6653. Taxpayer to obtain information

Before filing a request for reimbursement with the State Tax
Assessor pursuant to section 6654, a taxpayer must notify the
assessor _or ssessors for an taxin jurisdiction in which
eligible property is subject to tax and for which the taxpayer
intends to claim reimbursement that the taxpayer intends to file
a_reimbursement request. The notification must also include: a
list of the property that the taxpayer believes constitutes
eligible property, the original cost of that property, the date

hat property was uired and whether the property was ired

new or used. The tazxpayer must submit to the assessor or
assessors of each taxing jurisdiction at the same time a request
hat the assessor or assessors of the taxing jurisdiction provide

to _the taxpayer a statement identifying the assessed just value
of eligible property for which reimbursement will be requested
and the associated tax attributed to that property. If the
taxpayer submits the request to the assessor or assessors 60 days
or more before the commitment date for the property tax year at
issue, the assessor or assessors of the taxing jurisdiction shall
make the statement available to the taxpayer at the time the
taxing jurisdiction first bills the taxpayer for property taxes
for the property tax year at issue. If the taxpayer submits the
request to the assessor or assessors less than 60 days fore the
commitment date or after the commitment date, the assessor or
sessors shall make the statement available ¢t he xpayer

within 60 days after the request is made.

6654. laim for reimbursement
A_person entitled to reimbursement pursuant section 6652
m file a claim for reimbursement with the State Tax Assessor.

The reimbursemen laim must be filed with the State Tax Assessor
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COMMITTEE AMENDMENT ";}f/;o H.p. 1048, L.D. 1467

on or before 60 days after the tax is paid, The State Tax
Asse r m xtend the date on which the claim for reimbursement
is due for good cause. Except as otherwise provided, the claim
m e compani h tatemen btained b he claimant
rsuant ction 6653. If the claimant regquests reimbursement

f an amount of x _tha iffers from the unt of tax specified
for h ligible r r in he emen rovided b the
e r or assessors of the taxin jurisdiction he claimant

m h laim form an explanation of the reasons for
hat differen nd the St Tax As r shall determine the
rr un f reimbursemen which he claimant is
entitl aking into consideration th th atement from the
assessor or assessors and the taxpayer's explanation. If, for
any reason, the claimant 3is wunable to obtain the statement
specified in section 6653 from the assessor or assessors within
the time specified in section 6653, the claimant must attach to

the claim form an explanation of the amount of reimbursement
requested and the State Tax Assessor shall process the claim
without that statement. If the property taxes are billed in more
than one installment, a claimant may submit multiple claims for
reimbursement corresponding to the amount of property tax paid
with each installment.

655. Forms

Th Tax Assessor shall prescribe forms for the notice
of claim and statement of the assessor or assessors provided in
section 6653 and the claim for reimbursement, with instructions,

nd __ mak hos form vailable xpayer nd Xin

jurigdictions.
6656 P nt of claims

Upon receipt of a timely and properly completed claim_ for
reimbursement, the State Tax Assessor shall certify that the
claimant is eligible for reimbursement and shall pay the amount
claimed from the General Fund within 180 days after the claim is
filed.

6657 Audi f claim

The State Tax Assessor has the authority to audit any claim
filed under this chapter and take any action provided in section

4., JIf the State Tax Assessor determines th the amount of the
laimed reimbursement is incorrect, the State Tax Assessor shall
redetermine the claim and notif he claimant in writing of the

redetermination and th ta Tax Assessor's reasons. 1f the
claimant has received reimbursement of an amount that the State
Tax Ass r concludes should not have been reimbursed he State

Tax Assessor may issue an assessment for that amount within 3
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COMMITTEE AMENDMENT "%}{’to H.P. 1048, L.D. 1467

ears from th e the reimbursement claim was filed or at an

ime if a fraudulent reimbursement claim w filed. The claiman
m k r nsideration rsuant o ection 151 f the
r rmination or assessment.

665 ub ent changes

If, after a claim for reimbursement has been filed, the

s i r r p:4 essment is re r ated for an

reason he claiman hall file, within fter recei f
he r i r emen n ende laim for reimbursement

refl in the reduction r abatement. If laiman has
r iv reimbursemen for r r X h is r c r
ba he claiman hall, within 60 da f r i f the

£ b4

c
reduction or abatement, refund to the Bureau of Taxation the
n f the reimbursement for th roper tax th has been
reduce r _abated. If the claimant fails to make the refund
within the 60-day period, the State Tax Assessor, within 3 years
from the claimant's receipt of reimbursement, may issue an
assessment for the amount that the claimant owes to the Bureau of

Taxation, The claimant may seek reconsideration, pursuant to
section 151, of the assessment.

6659. islative findings

The Legislature finds that encouragement of the growth of
capital investment in this State is in the public interest and
promotes the general welfare of the people of the State. The
Legislature further finds that the high cost of owning gualified
business property in this State is a disincentive to the growth
of capital investment in this State. The Legislature further
finds that the program set forth in this chapter is a reasonable
means of overcoming this disincentive and will encourage capital
investment in this State, '

Sec. 3. Application. That section of this Act that amends the
Maine Revised Statutes, Title 36, section 5219-E, subsection 1,
paragraph B, applies to taxable years ending on or after July 1,
1997.

Sec. 4. Appropriation. The following funds are appropriated
from the General Fund to carry out the purposes of this Act.

1996-97

ADMINISTRATIVE AND FINANCIAL
SERVICES, DEPARTMENT OF

Bureau of Taxation
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COMMITTEE AMENDMENT "/?: to H.P., 1048, L.D. 1467

Positions - Legislative Count (2.0)
Personal Services $59,613
All Other 18,613
Capital Expenditures 13,064
TOTAL 91,290

Provides funds for one Property Appraiser II
and one Clerk-Typist II positions to
administer the Personal Property Tax Reform
program,

Personal Property Tax Reform
All Other 4,746,068

Provides funds for reimbursements to
businesses for personal property taxes paid
on certain eligible property.

DEPARTMENT OF ADMINISTRATIVE
AND FINANCIAL SERVICES
TOTAL $4,837,358"

Further amend the bill by inserting at the end before the
statement of fact the following:

'FISCAL NOTE
1996-97
APPROPRIATIONS/ALLOCATIONS
General Fund $4,837,358

Providing reimbursement for municipal property taxes on
certain persomnal property will require additional General Fund
appropriations of $4,746,068 in fiscal year 1996-97. The costs
to reimburse businesses for their personal property taxes on
certain machinery and equipment will increase significantly in
future years as more personal property becomes eligible. These
costs are estimated to be $13,900,000 in fiscal year 1997-98 and
$22,500,000 in fiscal year 1998-99. After 12 years the estimated
annual cost to reimburse businesses will be approximately
$71,000,000 based on existing levels of investment.

The Bureau of Taxation will require an additional General
Fund appropriation of $91,290 in fiscal year 1996-97 for one
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COMMITTEE AMENDMENT "l?" to H.P. 1048, L.D. 1467

Property Appraiser II and one Clerk-Typist II and associated
administrative costs to administer the Personal Property Tax
Reform program.

The requirement that municipalities provide taxpayers with
special statements and track valuations and taxes for eligible
and ineligible property represents a state mandate pursuant to
the Constitution of Maine. The additional local costs can not be
determined at this time. Pursuant to the Mandate Preamble, the
2/3 vote of all members elected to each House exempts the State
from the Constitutional requirement to fund 90% of the additional
local costs.

The Governor's proposed supplemental budget, Part 2 includes
$5,000,000 in fiscal year 1996-97 for the Personal Property Tax
Reform program.'

STATEMENT OF FACT

This amendment replaces the bill. It encourages capital
investment in the State by providing for reimbursement by the
State of property taxes paid on certain business property. To
qualify, the property must be used solely for a business purpose,
must be depreciable and must be first placed in service in the
State after April 1, 1995. Reimbursements will be made for a
maximum of 12 years with respect to any particular property. A
taxpayer claiming reimbursement under this program will not be
able to claim an investment tax credit pursuant to the Maine
Revised Statutes, Title 36, section 5219-E.

Many types of business property are attached to buildings or
other real estate. Property eligible for reimbursement is
distinguished  from ineligible property based on a functional
test. Property is eligible for reimbursement even though affixed
to a building or other real estate if it is used primarily to
further the particular trade or business activity carried on in
the building or on the real estate. Examples are manufacturing
equipment, piping and electrical systems associated with
manufacturing equipment, freezers and specialized ventilating
systems necessary to the particular business activity being
conducted. On the other hand, building attachments and
components are not eligible for reimbursement if they are
primarily related to the use of the building as a building. As a
result, normal building plumbing, heating and electrical systems
not designed for the particular trade or business activity taking
place within the building are not eligible for reimbursement.
Similarly, normal land improvements such as paving and fencing
are not eligible for reimbursement.
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COMMITTEE AMENDMENT "/ J" to H.P. 1048, L.D. 1467

Nothing in this amendment is intended to have any bearing on
the question of whether particular types of property are entitled
to exemption from sales and use taxes pursuant to the Maine
Revised Statutes, Title 36, Part 3 or whether particular types of
property are properly categorized as real or personal property
for purposes of sales and use taxation.

It is intended that as part of the appropriation for the
reimbursement program provided for in section 1 of this bill, the
Legislature will appropriate for each fiscal year the amount of
State income tax credit that would have been available to
taxpayers but for section 2 of this bill to the cost of property
tax reimbursements provided for in section 1 of this bill.

This amendment adds an appropriation section and a fiscal
note to the bill,

Page 9-LR2363(2)

COMMITTEE AMENDMENT





