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Legislative Document No. 1674
S.P. 639 In Senate, January 9, 1996

An Act to Allow Voluntary Withholding of Federal and State Income
Taxes from Unemployment Compensation Benefits.

Submitted by the Department of Labor pursuant to Joint Rule 24.
Reference to the Committee on Labor suggested and ordered printed.
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Be it enacted by the People of the State of Maine as follows:
Sec. 1. 26 MRSA §1191, sub-§9 is enacted to read:

9, Voluntary withholding of income tax. Individuals must
be notifi h federal tate and local income tax may be
withheld from payments made on or after nuar 1 1997 as
follows,

A, An individual filing a new claim for unemployment

compensation must be advised at the time of filing the

claim, that:
1 nempl n mpen ion i jec f ral
and state income taxes:
2 Regquiremen xist pertaining to estim 4a ax
payments;

The individual may elect to have federal incom
tax deducted and withheld from the individual's payment
of unemployment compensation at the amount specified in
the federal Internal Revenue Code:

(4) The individual may elect to have state income tax
deducted and withheld from the individual's payment of
unemployment compensation at the rate of 5%: and

(5) The individual must be permitted to change a
previously elected withholding status.

B, Amounts deducte and withheld from unemployment
compensation remain in the unemployment compensation fund
until transferred to the federal or state taxing authority
as a payment of income tax,

cC. The commissioner shall follow all procedures specified
b he Uni S s Department of L r and the federal
Intern Reven rvice ertainin t h de in n
withholding of income tax.

D. Amounts may be deducted and withheld under this
subsection only after amounts are deducted and withheld for
n ver n child s or 1i ions foo stam
veri r an her amounts requir e deducted an

withheld under this chapter.

For rpos of this subsection h erm  "unemployment
compensation" means any compensation payable under this chapter,
including amounts payable by the commissioner pursuant to an
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agreement under any federal law providing for compensation,
assistance or allowances with respect to unemployment.

STATEMENT OF FACT

The Federal Government enacted Public Law 103-465, commonly
called GATT, in December 1994, That legislation requires states
to deduct and withhold federal income tax from unemployment
compensation benefits, if the recipient so desires, beginning on
January 1, 1997. States also have the option of deducting and
withholding state income taxes. This bill is necessary to bring
the State's unemployment law into conformity with federal law.
The failure to conform with federal law carries heavy penalties
including lost of administrative funds and employer tax credits.
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