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Be it enacted by the People of the State of Maine as follows: 

Sec. 1. 36 MRSA c.l05, sub-c. U-C is enacted to read: 

SUBCHAPTER II-C 

PENALTY ON _GAINS FROM THF;. SALE OR EXCHANGE 
OF LAND FOR TIMBER HARVESTING 

10 §595. Definitions 

12 As used in this subchapter, unless the context otherwise 
indicates, the following terms have the following meanings. 

14 
1. Land for timber harvesti»g. "Land for timber 

16 harvesting" means all land, whether or not improved, greater tha.n 
100 acres. "Land for timber harvesting" also means timber or 

18 rights to timber on land greater than 100 acres when that timber:. 
or those timber rights are sold within 10~ears of ~chase, 

20 provided the underlying land is also sold within 10 years. 

22 2. Sale or exchange. "Sale or exchange" means any transfer: 
of title to .land for a consideration. 

24 
3. Title. "Title" means interest in property that endures 

26 Jor an unlimited period of time, including, but not. limited to, 
an estate in fee simple, a life estate, a perpetual leasehold and 

28 a perpetual easement, except as modified or enlar~ by explicit 
provisions of this subchapter and as limited in this subchapter 

30 to land for timber harvesti~ The transfer of an option for .the 
sale or exchange of land for timber harvesting is considere~ 

32 transfer of title to land for timber harvesting for the purp2ses 
of this subchapter. 

34 
4. Transfer. "Transfer" means a g~ assignmflnt. 

36 conveyance, will, trust. decree of court or any other means of 
transferring title to property or vesting title~ropert.Y- in 

38 any person. 

40 5. Underlying land. "Underlying land" means the land for 
timber harvesting from which timber or timber rights have been 

42 separated. 

44 §596. Penalty imposed 

46 1. Penalty imposed. There is imposed, in addition to all 
other taxes imposed by this Title, a penalty on gains .from the 

48 sale or exchange of land for timber harvesing. 
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£~_ ... ~~ftl.!lP-ti!>n. When an exemption from the penal ty imposed 
2 under._~;L\l-bsection 1 is provided in the case of a purchase of land 

.fQ.L_t..b..§._use __ Qf a dwelling used by the taxpayer as that taxpaye:t;:~ 

4 pri!LGipal~sidence, the land need not have been purchas~t. the 
.same time as the dwelling to qualify for that exemption. 

6 
The penalty imposed ~-y- thi~~ction is based upon the years the 

8 land was held by the transferor at the following rates on the 
gg.in, as gain is determined under section 599. 

10 

12 

14 

16 

YEARS LAND HELD BY 
TRANSFEROR 

1.e.QJL. than one year 
18 On~~:L.....but le~an 3 

J-y-ears I but less than 5 
20 ~_yea~ but less than 7 

L--Y.§.9.!:'h_J:>u t Ie s s than 10 
22 

§S97. Sale; exchange of land 
24 

GAINS, 

0-99°'6 

60% 
47.5% 

35°'6 
22.5°t, 

10% 

AS A PERCENTAGE 
OF BASIS 

200'1-0 or 
100-199'1-0 more 

70% 80% 
~5'1-0 65% 
40% 50% 
25°'6 35'1-0 
.15'1-0 20'1-0 

.contracts for the.sale ..Qf land constitute sales or exchanges 
26 of _l§.il.(;;L....fpr all purposes of this subchapter. Contracts do not 

~_Q!l..Q.tit..1)te .. sales or exchanges uIJ.til some consideration has passed 
28 .t.9_....QX __ .~or the benefit of the seller or exchanger. The sale or 

.<:lJc.Ch!:J.~ is . considered to take place at the time any 
30 consi_Q~r.ation hir~as.ses under the contract. A mere promise to 

Q.urch.a . .QS! .. _@.Q_amQ.unt.Q._ . .l?aid~s earnest money or amounts paid in, 
32 deposit __ .!;LL_.QffiQJJ~paid . in escrow to which the seller has no. 

iITIJJ1e d j,.a.t!;1_r:ight... .. ~JlQ.t.._.c 0 ns tit u te t.h~.~ i ng 0 f con side rat ion 
34 LQr: the purposes of this subchapter. 

36~~)e or exchange of shares in a corporation or other 
ent.i.tLQr of comparable rights or pro~ interests in an.Y-Qther 

38 ior~L.QKganization or legg) entity tha.L_~ffectively entitles 
t..hiL..:£urchaser to the use or occupancy of land constitutes a sale 

40 orexcwnge of land. 

44 Ih_9.t the time of transfer I there_i.Q.. not on the land for 
~imveL harvestin~ a dwelling completed and fit for occupanc~ 

46:Lhe_~haseL.J2_,P-Li.ncipal residence I the residence must be 
.Q.Qmplet,ed and o.ccupied wi thin 2 years of the date of trans~ or 

48 the penalt-y- imposed by this subchapter be.comes due and payable. 

50 i~99. Basis; gain; holding period 
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2 1. Basis of land sold or exchanged. The provisions of the 
Code determine the basis of land sold or exchanged. 

4 
2. Consideration. The amount realized from the sale or 

6 exchange is the full actual consideration paid or to be paid, 
including the amount of any liens or encumbrances on .t.l.liL land not 

8 removed by the sale or exchange. The amount realized from the 
sale or exchange is the gross amount reduced by any expenses of 

10 sale and commissions. If a sale includes land and buildings or 
other structures, the amount realized must be allocated between 

12 the land and the buildings or other structures on the basis Of 
fair market value. 

14 
3. Gain subject to penalty. The gain subject to penalty 

16 from the sale or exchange of land for timber harvesting is the 
amount realized .from the sale or exchange of land, includi~.h~ 

18 amo~realized from the sale of timber or timber rights, minus 
the basis of the land as determined under subsection 1. 

20 
The penalty on th~in under this subchapter from the~..QJe._or:. 

22 exchange of land for timber harvesting may "not be reduced ~~ 
losses incurred in other transactions. 

24 
4. Holding period~he land--Lor. tiI1lb~r harvestl~so.lQ __ QJ:. 

26 excha..ng.ed is deemed to have been held as determinS!d __ ld..l1..deL th~. 

Code. If a person's holding.... period ~§ claimed~---.t.hSL~ll.?.-L...9X 

2 8 exchanger, the holding per iod ~not~xc~~JJ,----.t.illL time tha.t. that 
p--erson had actual and recordep t.itle to_ the land in _th9-t. p--~rson~ii 

30 name and includes the time the land was held prior to:th~ 

effective date of this subchapt~r. If a husband and wif~_£re 

32 tenants by the entirety there may be added to the hol~~~riog 
the amount of time the land was hel~ one spouse alone before 

34 that spouse created the tenancy by the entiret~ __ Notwithstandi~ 
.9..!1Y--other provision to the contrary under the Code-"--iL.....1L_t..~.nanc-Y 

36 ,Q-y- the entire.tLis dissolved by reason of death or di'y.9rce, __ J:;h~ 
holding period during the tenancy by the entirety is added to the 

38 holding period of the spouse subsequently owning the property in 
the spouse's own name. For the purposes of this subsecti~ land 

40 devised to or inherited by_ a surviving Spo1!§.SL or land awarded to 
a spouse upon dissolution of marriage is treated as tho~9h-it~as 

42 held by husband and wife as tenants by the entiret~_~the_l~nd 
is a gift, the holding perio~of the donee must include ~h~ime 

44 that actual and recorded title was held b~e donor~ 

46 Notwithstanding any other provisions of this subsection, land 
acquired from a decedent or an estate or sold by an estate has _9 

48 holding period commencing as of the date of death of the decedent 
and its basis is the f9ir market value of the property as of the 
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date of death of the decedent or alternative valuation date as.. 
2 finally determined under the Code for the federal estate tax. 

4 §600. Liability for penalty 

6 1. Perso;n liable for penalty. The :gerson liable for the 
:genal ty im:gosed on gain from the sale or exchange of land for 

8 timber harvesting is the transferor that includes the own~ 
seller or other exchanger of the land for timber harvesting sold 

10 or exchanged. Notwithstanding section 598, the person acquiring 
the land for timber harvesting shall certify to the State Tax 

12 Assessor that the building will begin within one year of the date 
of purchase, will be com:gleted wi thin 2 years from the date of 

14 :gurchase and the land will be sold wi thin 3 years from the date 
of :gurchase to a £erson who will use the building as a :grinci:gal 

16 residence. If the conditions set forth in this subsection are 
not met, the penalty that iG_~ue f~~.the seller must be :gaid by 

18 the buyer. 

20 2. Underlying land. Notwithstanding any other :grovision of 
this section, when unQ~rlying land. is sold~arately from timber 

22 or rights to timber :gurchp.sed with the underlying land and both 
sa~~s occur within l~~ars of the purchase, the gain on the sale 

24 of the timber and timber rights must be combined with the gain or 
loss on the lU3.1e of the underlying land to determine the :genalty 

26 im:gosed on gain from the sale or exchange of land for timber 
harvesting. If the sale o~ the unde~lying land occurs before the 

28 tirnQ.er or timber. rights are so19, the holdi~riod used to 
calculate the~§Lna~-.Ls... the _.holding -12.er iod of t.he underlying 

30 land, ___ This subsecti_QIL . .9.J;1.J;11ies only. when one or more transactions 
yJ"ithin 10 years .p-Y--t;he_§.,gm.§_.tx.ansferor involve underlying land 

32 that is or was. part or all .. _Qk .. a tract of more than 100 acres of 
.contiguou.s..._l!:Lnd--.9.lmed_~_th§.... same transferor at _<;iny time during 

34 the holdin9-.J2..§.!'.io~......1:.Lans(§J;:.Q.rJLJ~yJ"n~~.L_cont.rolled directly or 
.indirectly by the same interests are deemed to be the same 

36 transferor for :gu.!J2..oses of this subsec.t.Lon .. 

40 l. __ Conside~atioJ;1 withheld •. The buyer or transferee of any 
land for timber harvesting ... he 11LJ;).Y.. the seller or transferor for 

42 less than 10 years shall withhold 10% of all consideration :gaid 
to the seller or transferor for:. the lanJi..... including 10'l-0 of all 

44 :gartial :gayments made~ursuant to installment sales under section 
pOO-B. At the time any payment is made to the seller or 

46 transferor, the amounts withheld must be remitted to the State 
Tax Assessor. 

48 
2. Return; file. Within 30 days of the sale or exchange of 

50 land for which withholding is required under this section, the 

Page 4-LR1476(1) 



seller QL-.transferor S11£lL._t.j.]._~<;L return wi tl} the State Ta~ 

2 Assessor settillil. forth. the amQ.1,lnt.-9_L thELpenal ty due pursuant to 
section 596 and tbe a.moJJnL~i thh~liL~the buyer or transferee 

4 pursuant to sulL~e<;~:i._QJL.~,. __ Th~n§..eJ'")._<;tr_§..hall_.ei the..LLemi~ wi th the 
return the balance of the--penal~due or make claim for a 

6 refund. Any refund not made by the State Tax Assessor within 15 
days of receipt of a valid claim_. accrues interest at the rate of 

8 ~~L~er month. FO~Qo!i __ caus~..J?hQwn_cHJ._Q_lJPon conditions 
set by the State Tax Assessor-,-. the State Tax Assesso~tend 

10 the time for filing the return and paying the penalty reguire~ 
this subchapter. 

12 
3. Prepayment; no P!'l_na1tr due. :t')"otwithstanding eitheJ,~ 

14 sUbsection 1 or 2, the seller or transferor may, in advance of 
the sale or exchange, pay the penalty imposed by this subchapter 

16 or obtain a written ruling from the State Tax Assessor that no 
genalty is due uIld§L this subchapt.er. In .either case, the State 

18 Tax Assessor shall certify to the seller or transferor that th~ 

payment has peen m~d!Li>r th~_Jl\L--11enal.ty is due. Upon re~L..lllz 
20 the buyer or transferee of .tl1s1_certifi~g.tio~t"ro!'ll the seller or 

transferor, the puyer or transferee is not r_~<;[1lire<'L.J~o withhold 
22 under subsection 1. 

24 

26 

28 

«1. Personal debt. The --penal ty . regui re.d to be paid 0 r 
withheld under this subchapte~QJl~t~t~tes ~~sonal debt of the 
person liable to PM __ . .PL wi thhQ.Lcl._.the_J?ame_tQ_this . State to be 
recovered in an action under this subchapter. 

5. Suit. An actiQJ1._I!lQy"J;?~_brougpt~r.ecover the aroQ_unt_~ 
3 ° the penalty to bepg~!l .. 9J_~j. thlJ.~l d iJL the .. XHflp.ne r ~ s c r i ~...Q-.f.Qx 

r.ecovering amounts. ow.e.d.Jor __ .1;:..flxeS_l,U1Q.eL_J'i~ction. . ..9_41 .... -.:rhe Cl,illount 
32 oLth~enalty to be paiq~1tLithhe.L~.JL.£L).ien_.i!1 favor of. this 

S t a te upo n <;tlL.Rro~_.Ql1d .. xi.9ht S_.Q.Lp.LQ.P..~LtY.c.:whe the r rea lor 
34 personal r belonging .to .j;;~.J;l.rso..ll._liab~sL..ior_. t~enal ty~.for 

the withholdina_. _ The __ lien_!)1uS~~...§.n.t:9rcecl-.i.n._ the _wan..ner 
36 prescribed by chapter .J--~J'i.!!Rchggte_L.~L~Lartic~~ .. 

38 §600-B. Installment sale 

40 1. Installment sale. For the~~oses of this sectio~ 

.~' installment sale" means sale. o.r exchange .. of land for timber 
42 harvestJ.ng as defined in section_ .. 595 for which the total penal..ty 

due under this subchapter is greater _than .;!!2--,OOO.and in which the 
44 parties agree in aQ..Y:an,Qe_thq..L.'p'-gymeIlts mus t be received -RY.- the 

.seller or transferor in more than Q.Il~-.i.nstaJ.lment on a-.date or 
46 dates other than the date of closiJ:J.9-0 __ A __ sale _ financed bY--fl 

mortgage, deed of trust or other financing arrangement in which 
48 the seller or transferor is .~in full on the. date of the sale 

or exchange is not considered an installment sale. A 
50 lease-purchase agreement under which .gAy--part of the rental 
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~ayments constitute a portion of the purchase price of the land 
2 is considered an installment sale, and for the purposes of this 

subchapter the end of the holding period with respect to the sale 
4 or exchange must be determined as of the date of the agreement. 

6 2. Installment payment; due date. Notwithstanding any 
provision of law to the contrary, the penalty under this 

8 subchapter on any installment sale is due within 30 days of the 
date of payment of each installment paid to the seller or 

10 transferor. Except for the first installment, the seller or 
transferor may elect to file a return as part of the seller's or 

12 transferor's Maine income tax return for any year in which 
subseguent installments are paid or due, and to pay the balance 

14 of the --P.§.1li;l1 ty as part of the seller's or transferor's Maine 
income tax; except that, if the seller or transferor elects to 

16 file annual returns, interest may not accrue on any withholding 
as provided by section 600-A, subsection 1. 

18 
3. Penalty on installment payment. In an installment sale, 

20 the total amount of the penalty due under this subchapter is the 
amount that would have been due had the total purchase price been 

22 ggid on the date the sale or exchange took place. The amount of 
~he penalty due on each separate installment, including the first 

24 installment, must bear the same proportion to the total amount of. 
the penalty due as the amount of that installment bears to the 

26 total consideration. 

28 §600-C. Administration of penal~ 

30 1. Administration; enforcement. The State Tax Assessor 
shall administer and enforce this subchapter and this penalty. 

32 The State Tax Assessor may issue, amend and withdraw from time to 
time reasonable rules to assist in the administration and 

34 enforcement. Rules adopted pursuant to this section are routine 
technical rules pursuant to Title 5, chapter 375, subchapter II-A. 

36 
2. Administrative prov.l.s.l.ons. All the administrative 

38 provisions of chapter 835, including those relating to the 
collection and enforcement by the State Tax Assessor of the 

40 wi thholding tax and--t...he income tax apply to the penalty imposed 
by this subchapter. 

42 
§600-D. Sanctions 

44 
1. Fine; impriJ>onment. A person who willfully attempts to 

46 evade the penalty imposed by this subchapter may be imprisoned 
not more than one year or fined not more than $10,000 or 5 times 

48 the amount of the penalty attempted to be evaded, whichever is 
larger, or may be both imprisoned and fined. Any officer, 

50 employee, director, trustee or other responsible person of a 
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2 

4 

corporation or other taxable enti t-y.-L and any o~he_~son _ wltQ 
-""c,-"o,-,u,..n~s"-,e~l-",s-,-,---,a"""",i-",d""s,-",--""a",,b,-,,e,-,t,,-,s"-L.-' --J;p,-"a..,r,->" tic i l? a te sin 0 r con c e a 1 s the at temp ted 
",e",v,-,a..."s,..,l",,· o~n_",o-=f~-,t,-,h~e"--.-Jp""e"'-Un""a,-=l,-,t""y~.~_ subject to the sanctiQ~~ this 
subsection. 

6 ~"._~~:p1I. The State Tax Assessor shall create and pro'L.iQ.~ 

forms for the payment of the penalty under this subchapter. The 
8 form for the payment of the penalty under this subchapter must 

state in large type the sanctions_provided by this .section. 
10 

Sec. 2. 36 MRSA §941, first ~ is amended to read: 
12 

The lien on real estate created by section 552 or 600-A may 
14 be enforced in the following manner. 

16 
SUMMARY 

18 
The purpose of this bill is to create a penalty on gains 

20 from the sale or exchange of land for timber harvesting. The 
bill establishes a graduated penalty that declines over a 10-year 

22 period and is related to the amount of gain as a percentage of 
the cost basis. The penalty applies to parcels greater than 100 

24 acres as specified. 
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