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L.D. 1394

DAngsfﬁ/OL/ (Filing No. H—7‘)‘é)
REPDRT O

TAXATION

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

STATE OF MAINE
HOUSE OF REPRESENTATIVES
121ST LEGISLATURE
SECOND SPECIAL SESSION

COMMITTEE AMENDMENT "tg" to H.P. 1020, L.D. 1394, Bill, "An
Act To Modernize the State's Tax System"”

Amend the bill by striking out everything after the enacting
clause and before the summary and inserting in its place the
following:

'PART A

Sec. A-1. 36 MRSA §683, sub-§1, as repealed and replaced by PL
2003, c. 20, Pt. BB, §1 and affected by §3, is repealed.

Sec. A-2. 36 MRSA §683, sub-§1-A, as enacted by PL 2003, c.
20, Pt. BB, §2 and affected by §3, is repealed.

Sec. A-3. 36 MRSA §683, sub-§1-B is enacted to read:

1-B Exe ion . The estate t he just value of
7.00 f the homestead of a permanent resident of this State who
has ow a homestead in thi ate for the preceding 12 months
i xem from xation xce for ments for ecial
benefits. In determining the 1local assessed value of the
exemption, the assessor shall multiply the amount of the
exemption by the ratio of current just value upon which the
assessment is based as furnished in the assessor's annual return
ursuant t ion . I1If the titl o} home is held b

the applicant jointly or in common with hers, the exemption ma

not exceed $7,000 of the just value of the homestead but may be

apportioned among the owners who reside on the property to the
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COMMITTEE AMENDMENTT'ﬂg)' to H.P. 1020, L.D. 1394

extent of their respective interests. A municipality responsible

for administering the homestead exemption has no obligation to

create separate accounts for each partial interest in a homestead

owned jointly or in common.

Sec. A-4. Application. This Part applies to property tax
valuations based on the status of property on or after April 1,
2005.

PART B

Sec. B-1. 36 MRSA c. 907, as amended, is amended by repealing
the chapter headnote and enacting the following in its place:

CHAPTER 907

HOMESTEAD TAX CAP PROGRAM
Sec. B-2. 36 MRSA §6201-A, as enacted by PL 1989, c. 534, Pt.

A, §4, is amended to read:
§6201-A. Short title

This chapter shall--be is known and may be cited as the
"Maine-Residents-Property Homestead Tax Cap Program."

Sec. B-3. 36 MRSA §6207, sub-§1, as amended by PL 1997, c.
557, Pt. A, §3 and affected by Pt. G, §1 is further amended to
read:

1. Benefit calculation. For claimants representing a
nonelderly household, the benefit is calculated as follows:

A-1,--Fifty-perceant-of-that-portion -of -the -benefit-base-that
ernceeds-4%-but--does--not-exceed--8%-of--income ~plus--k00% -of
that-portion--of-the-benefit--base -that-edeeeds--8% of -income
to-a-maximum-payment-o£-$1,000~

A-2., For a single-member h hold with hold income of
3 r 1 nd for h h with 2 or more members

with ho hold incom f $4 r 1 he benefit is

equal to 100% of the portion of the benefit base that

exceeds 4% of household income: and

A-3. For all claimants other than those described in
aragraph A-2 he benefit is 1l to 100% of th ortion

of the benefit base that exceeds 5% of household income,
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COMMITTEE AMENDMENT Wéé" to H.P. 1020, L.D. 1394

The maximum benefit that may be paid to a claimant under this
chapter is $5.000.

Sec. B-4. 36 MRSA §6207, sub-§2, as amended by PL 1997, c.
557, Pt. A, §3 and affected by Pt. G, §1, is repealed.

Sec. B-5. 36 MRSA §6209, as amended by PL 1989, c. 508, §25,

is further amended to read:
§6209. Annual adjustment

1. Household income adjustment; elderly households.
Beginning March 1, 1989, and annually thereafter, the State Tax
Assessor shall determine the household 1income eligibility
adjustment factor. That factor shkall must be multiplied by the
income limitations in section 6206, applicable for the year prior
to that for which relief is requested. The result shail must be
rounded to the nearest $100 and shall-appiy applies to the year
for which relief is requested corresponding to the year on which
the annualized cost of living adjustments were based. Beginning
Mareh-1y-1991, - the- same- procedure -shall -be -employed -kto-adjust-the
ineome-limitakion-in-section-6307,-subsection-2~

2. Household income adjustment: nonelderly households.
Beginning March 1, 2005, and annually thereafter, the State Tax
Assessor __shall determine _the household income eligibility
adjustment factor. That factor must be multiplied by the income
factors in section 6207, subsection 1, paragraph A-2, applicable

for ar prior to th for which relief is requ d. The
result must be rounded to the nearest $100 and applies to the

year for which relief is requested corresponding to the year on
which the annualized cost-of-living adjustments were based.

Sec. B-6. 36 MRSA §6210, as amended by PL 1997, c. 557, Pt.
A, §4 and affected by Pt. G, §1, is further amended to read:

§6210. Administration

The State Tax Assessor shall make available suitable forms
with instructions for claimants. The claim shall must be in the
form the State Tax Assessor may-preseribe prescribes and shaill
must be signed by the claimant.

The State Tax Assessor shall include a checkoff to request
an application for the Maine-Residents-Property Homestead Tax Cap
Program on the individual income tax form. The assessor shall
also provide for the option of filing an application for the
Maine--Residents -Property Homestead Tax Cap Program using the
telefile system established by the assessor.
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COMMITTEE AMENDMENT Tfs' to H.P. 1020, L.D. 1394

Sec. B-7. 36 MRSA §6218, as enacted by PL 1989, c. 534, Pt.

A, §10, is amended to read:
§6218. Readability; application; instructions

The application form and instructions used by applicants for
assistance under the Maine-Residents -Property Homestead Tax Cap
Program and its successor, if any, shall must have a readability
score, as determined by a recognized instrument for measuring
adult literacy levels, equivalent to no higher than a 6th grade
reading level.

Sec. B-8. 36 MRSA §6219, as amended by PL 1997, c. 526, §14,

is further amended to read:
§6219. Outreach plan required

The Bureau of Revenue Services shall develop and implement a
plan of outreach to ensure that all eligible households are made
aware of assistance available under the Maine-Residents-Preperty
Homestead Tax Cap Program and its successor, if any.

Sec. B-9. 36 MRSA §6220, as amended by PL 1995, c. 418, Pt.
A, §39 and by PL 1997, c. 526, §14 and c. 668, §40, is further
amended to read:

§6220. Coordination required

The bureau shall seek the advice and cooperation of the
Bureau of Elder and Adult Services; the Bureau of Family
Independence; the Bureau of Child and Family Services; advocates
for elderly and low-income individuals; and other interested
agencies and organizations in developing the application form and
instruction booklet for the Maine--Residents--Property Homestead
Tax Cap Program and the outreach plan required by section 6219.

Sec. B-10. Application. This Part applies to applications for
benefits on or after August 1, 2004.

Sec. B-11. Appropriations and allocations. The following
appropriations and allocations are made.

ADMINISTRATIVE AND FINANCIAL SERVICES, DEPARTMENT OF
Maine Residents Property Tax Program 0648

Initiative: Provides funds to expand the Maine Residents
Property Tax Program to create the Homestead Tax Cap Program.
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COMMITTEE AMENDMENT "\B" to H.P. 1020, L.D. 1394

General Fund 2003-04 2004-05
All Other $0 $65,600,000
General Fund Total $0 $65,600,000

PART C

Sec. C-1. 36 MRSA §1752, sub-§1-H is enacted to read:

1-H. Comnstruction services. 'Construction services" means
services provided in this State to the general public by a person
engaged in the activity of building. The activity of building

rtains to an ildin highw r railr X ion
manufactured building or other structure and involves any act of
constr ion lterati repair ntial maintenance
addition, subtraction, improvement, movement or demolition with
X to such ur r the nstruction ffolding or
other structures or work related to the activity of building.
"Constr i i " dncl i n limited he

rvi icall rovi ildin t by road and

driveway contractors, concrete contractors, excavators,
carpenters, masous, electricians, plumbers, roofers, siding
applicators and house painters.

Sec. C-2. 36 MRSA §1752, sub-§11, YA, as enacted by PL 1989,

c. 871, §5, is amended to read:

A. "Retail sale" includes:

(1) Conditional sales, installment lease sales and any
other transfer of tangible personal property when the
title is retained as security for the payment of the
purchase price and is intended to be transferred later;
and

{3)-Sade--of -products -for-internal--human —consumption-teo
a--perseon--for--resale --through --ecoin-eperated--vending
maehines-when -seld -te--a--retailer-whose--gross -reeeipts
from--the - -retail --sale --of--tangible--personal--property
derived--through - sales--from - vending -machines--are--more
than--50% - of--the - retailer's--gross—-reeceipts.,--The--tax
must-be-paid-by-the-retailer-to-the-State~

Th rovision of axabl rvi fin under
ction 17-A he ex h xabl rvice is
rovided in this State and only if the relationshi
between th rovider and the recipien f the taxable
service is n n employment relationship with respect
rovision of th rvice.
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COMMITTEE AMENDMENT (E)" to H.P. 1020, L.D. 1394

Sec. C-3. 36 MRSA §1752, sub-§14, qB, as amended by PL 1989,

c. 871, §6, is further amended to read:

B.

"Sale price" does not include:
(1) Discounts allowed and taken on sales;

(2) Allowances in cash or by credit made upon the
return of merchandise or with respect to fabrication
services pursuant to warranty;

(3) The price of property returned or fabrication
services rejected by customers, when the full price is
refunded either in cash or by credit;

(4) The price received for 1labor or services used in
installing or applying or repairing the property sold
or fabricated, if separately charged or stated;

(5) Any amount charged or collected, in 1lieu of a
gratuity or tip, as a specifically stated service
charge, when that amount is to be disbursed by a hotel,
motel, restaurant or other eating establishment to its
employees as wages;

(6) The amount of any tax imposed by the United States
on or with respect to retail sales, whether imposed
upon the retailer or the consumer, except any
manufacturers’', importers’', alcohol or tobacco excise
tax;

(7) The cost of transportation from the retailer's
place of business or other point from which shipment is
made directly to the purchaser, provided that those
charges are separately stated and the transportation
occurs by means of common carrier, contract carrier or
the United States mail;

(8) The fee imposed by Title 10, section 1169,
subsection 11;

(9) The fee imposed by section 4832, subsection 1; er

(10) The lead-acid battery deposit imposed by Title
38, section 1604, subsection 2-B~ 2, paragraph B: or

(11) With respect to any fee for a taxable service,
any portion of that fee representing direct

reimbursement char o_the recipient of the taxabl
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COMMITTEE AMENDMENT "Jgf to H.P. 1020, L.D. 1394

service for commodities or services previously paid by
the person providing the service, as long as any tax on
those commodities or services, if any tax applies, has
been previously paid.

Sec. C-4. 36 MRSA §1752, sub-§17-A, §J, as enacted by PL 1999,
c. 790, Pt. A, §46, is amended to read:

J. Prepaid calling arrangements; ard

Sec. C-5. 36 MRSA §1752, sub-§17-A, YK, as amended by PL 2003,

c. 390, §8, is further amended to read:

K. Rental of furniture, audio media and audio equipment
pursuant to a rental-purchase agreement as defined in Title
9-A, section 11-105+;

Sec. C-6. 36 MRSA §1752, sub-§17-A, YL to O are enacted to

read:

L. Amusement and recreational services. For the purposes

of this paragraph, "amusement and recreational services"
includes all services provided in this State to the general
public or through private c¢lubs that involve exchanging a

right of access to any amusement _or recreational,
exhibitive, cultural or athletic activity for any user fee,

ri £ igsion fee r equivalen form of
remuneration;

M. Personal services. For the purposes of this paragraph,
"personal services' means services provided in this State to
the general public by a person of specialized skill, talent
or experience. Personal services characteristically include
attendant care to the recipient of the service or care,
personal property. "Personal services' includes, without

limitation, such services as:
1 Personal n rvi includin not
limited to. barbering, beautician, manicure, tattooing,

body piercing, massage, reflexology. tanning _ and
exercise or fitness services:

2 Launderin nd dr leanin rvi

Paintin rin nd interior ecoration
services:
4 ewelr camera, w h and gun cleaning and repair
services;
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COMMITTEE AMENDMENT 2£gT to H.P. 1020, L.D, 1394

Pet grooming and kennel services:

(6) Musical instrument tuning and repair services:

7 wimmin ool installation, repair, cleaning and
maintenance services:

8 Radio levision sound s em and_ househol
small appliance repair services:

(9) Furniture, rug and upholstery cleaning and repair
services:

1 Locksmith services:
11 Personal ropert and self- rage services
including storage and mooring services for

noncommercial watercraft:

12 rvice related to the washin leanin

polishing, lubrication, painting or detailing of motor
vehicles:

(13) Disinfection and pest extermination or control

services;

14 Landscapin lawn care roun maintenance and
tree removal services:;

1 Ph raphy an h raphic studio servi :

1 Printi imprintin intin r 1 rin n
tangible personal property for persons who furnish

ngibl r 1l pr r for th ice:

17 Fabrication rinting or prod ion of tangibl
rsonal r r ial rder when angibl
rson r r is n inten for r le:

1 Repair rvi for noncommercial watercraft:

1 Dan instruction an an io servi :

(20) Dating, escort and personal introduction services:

21 Flower or balloon liver rvices and services
imilarl rovi as a demonstration of ersonal

appreciation;
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COMMITTEE AMENDMENT Téé" to H.P. 1020, L.D. 1394

22 Hom leaning services;

(23) Taxidermy services:

24 Flight instruction rvices;

25 Anti or art auctionin r dealershi ervi
2 Empl nt n services: and
27 Moving and rage services.

"Personal services" does not include construction services:

N. Membership services and fees. For the rposes of this
ragraph, "membership services fees" includes n

other fees paid for membership in social, fratermal,
professional or similar organizations, including, but not
limited to, social clubs, health or personal enrichment

cl fr rnal organizations an upational and
professional associations: and

Q. Transportation serviges. For the purposes of this
paragraph, '"transportation services"” includes, but is not
limited to., the provision of transportation for a fee by
air, land or water, whether by services commonly available
to the public, by private charter or by similar
arrangement. "Transportation services" includes taxi
services, limousine services and livery services.
"Iransportation services" does not include public
transportation or transportation provided pursuant to a
contract with a public agency and funded by public funds.

Sec. C-7. 36 MRSA §1752, sub-§18-D, B, as amended by PL 2001,

584, §8 and affected by §10, is further amended to read:

B. "Telecommunications services'" does not include:

(1) Except as otherwise provided by this subsection,
service originating or terminating outside this State

that is provided to an account that is not a
residential account:

(2) Access services;

(3) Directory advertising services;

(4) The sale of unbundled network elements for use in
the provision of telecommunications services;
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COMMITTEE AMENDMENT ‘é;" to H.P. 1020, L.D. 1394

(5) For leases entered into on or after October 1,
1996, the lease of telecommunications equipment;

(6) A prepaid calling arrangement; or
(7) Mobile telecommunications services provided by a

home service provider to a customer whose place of
primary use is not within this State.

Sec. C-8. 36 MRSA §1760, sub-§14 is repealed.
Sec. C-9. 36 MRSA §1760, sub-§16, as amended by PL 1999, c.

708, §25, is repealed and the following enacted in its place:

16. Hospitals I rch center rch d 1s.
Sales, except sales, storage or use in activities that are mainly

commercial enterprises, to:

A, Incorporated hospitals;

B Incorporated nonprofi nursin h licensed he

Department of Human Services:

cC. Incorporate nonprofi residential care facilities
licensed by the Department of Human Services;

D. Incorporated nonprofit home health agencies certified
under the United States Social Security Act of 1965, Title
XVII1, as amended;

E. Incorporated nonprofit rural community health centers;

F. Incorpor dn rofit den h h nter

ncor nprofi i i i r iz for h
1 £ n i i rch;
H Incorpor nonprofi institution rganized for th
purpose of establishing and maintaining laboratories for
scientific study and investigation in the field of biology
r ecol :
1. Incorpor nonprofi institutions rganized for h
purpose of operating educational television or  radio
stations;
J. Public schools. For the purposes of this paragraph,
"public schools" means public primary, ndar r
ondar d tional _institutions that have regular
facultie curricul an rganiz bodi of udents in
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COMMITTEE AMENDMENT " [J" to H.P. 1020, L.D. 1394

attendance throughout the usual school year and that keep
and furnish to students and others records required and
accepted for entrance to schools of secondary. collegiate or
graduate rank; and

K. Incorporated nonprofit organizations or their affiliates
whose purpose is to provide literacy assistance or free
clinical agsjistance to children with dyslexia.

Sec. C-10. 36 MRSA §1760, sub-§17 is repealed.
Sec. C-11. 36 MRSA §1760, sub-§19 is amended to read:

19. Schools. Rental charged for living guarters, sleeping
or housekeeping accommodations to any student necessitated by
attendance at a public school as defined in subsection 16,

Sec. C-12. 36 MRSA §1760, sub-§24 is repealed.

Sec. C-13. 36 MRSA §1760, sub-§34, as repealed and replaced by
PL 1981, c. 163, §4, is repealed.

Sec. C-14. 36 MRSA §1760, sub-§43, as amended by PL 1983, c.
828, §6, is repealed.

Sec. C-15. 36 MRSA §1760, sub-§49, as repealed and replaced by
PL 1999, c. 499, §1, is repealed.

Sec. C-16. 36 MRSA §1760, sub-§58, as enacted by PL 1987, c.
343, §5, is amended to read:

58. Portable classrooms. Sales of tangible personal
property to be physically incorporated in and become a part of
portable classrooms for lease to public schools entitled to
exemption under subsection 16. If the portable classrooms are
used for an otherwise taxable use within 2 years from the date of
the first use, the lessor shall-beeeme becomes liable for the use
tax based on the original sale price.

Sec. C-17. 36 MRSA §1760, sub-§64, as amended by PL 1995, c.
462, Pt. B, §9, is repealed.

Sec. C-18. 36 MRSA §1760, sub-§65, as amended by PL 1993, c.
670, §6, is repealed.

Sec. C-19. 36 MRSA §1760, sub-§71, as enacted by PL 1989, c.
533, §8, is repealed.

Sec. C-20. 36 MRSA §1760, sub-§75, as enacted by PL 1989, c.
871, §15, is repealed.
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COMMITTEE AMENDMENT tég" to H.P, 1020, L.D. 1394
Sec. C-21. 36 MRSA §1760, sub-§76, as enacted by PL 1991, c.
317, is repealed.

Sec. C-22. Appropriations and allocations. The following
appropriations and allocations are made.

ADMINISTRATIVE AND FINANCIAL SERVICES, DEPARTMENT OF
Maine Residents Property Tax Program 0648

Initiative: Provides funds to expand the Maine Residents
Property Tax Program to create the Homestead Tax Cap Program.

General Fund 2003-04 2004-05
All Other $0 $65,600,000
General Fund Total $0 $65,600,000

Maine Revenue Services 0002

Initiative: Provides funds for the administrative costs
associated with the changes to the homestead exemption, the
circuit breaker program and changes to the sales and use tax,
including funds for one Tax Examiner position.

General Fund 2003-04 2004-05
Positions - Legislative Count (0.000) (1.000)
Personal Services $0 $53,037
All Other $0 $247,401
General Fund Total $0 $300,438

Homestead Property Tax Exemption — Mandate Reimbursement 0887

Initiative: Provides funds to reimburse municipalities for 90%
of the estimated local costs incurred to revise the Homestead
Property Tax Exemption.

General Fund 2003-04 2004-05
All Other $0 $110,000
General Fund Total $0 $110,000

ADMINISTRATIVE AND FINANCIAL SERVICES,
DEPARTMENT OF
DEPARTMENT TOTALS 2003-04 2004-05

GENERAL FUND $0 $66,010,438
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DEPARTMENT TOTAL - ALL FUNDS $0 $66,010,438

Sec. C-23. Effective date. This Part takes effect August 1,
2004."

SUMMARY

This amendment is a minority report of the committee. The
amendment replaces the bill and proposes the following changes.

Part A restores the homestead property tax exemption to the
original exempt amount of $7,000 regardless of the value of the
homestead.

Part B changes the name of the Maine Residents Property Tax
Program to the Homestead Tax Cap Program. It expands the program
to include all homeowners, regardless of income, and provides
reimbursement for the amount of property taxes, or rent
constituting property taxes, that exceeds 5% of household income,
or 4% of household income for those persons who qualified under
the former program. The maximum benefit is increased from $1,000
to $5,000.

Part C repeals the sales tax exemptions for publications
sold on short-term intervals; sales to private schools and
colleges, churches, certain research institutions, camp rentals,
funeral services, day-care centers and nursery schools, community
action agencies, chila abuse councils, child advocacy
organizations, monasteries and convents, state-chartered credit
unions; sales by schools and school-sponsored organizations; and
sales of certain aircraft parts. Part C also changes the sales
tax treatment of certain products for internal human consumption
sold through vending machines and extends the sales tax to
personal services, amusements and recreational services, consumer
purchases of memberships in social and miscellaneous services,
consumer purchases of certain transportation services and
residential interstate telecommunications services.

FISCAL NOTE REQUIRED
(See attached)
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Approved: 03/08/04 el
121st Maine Legislature

Office of Fiscal and Program Review

LD 1394
An Act to Modernize the State's Tax System

LR 1697(03)
Fiscal Note for Bill as Amended by Committee Amendment " "'
Committee: Taxation
Fiscal Note Required: Yes

sttty

Fiscal Note
_ Projections Projections
2003-04 2004-05 2005-06 2006-07
Net Cost (Savings)
General Fund $0  ($17,724,329) ($14,320,950) $869,205
Appropriations/Allocations ‘
General Fund ' $0  $66,010,438 $80,196,863  $97,805,343
Revenue
General Fund $0  $83,734,767 $94,517,813 $96,936,138
Other Special Revenue Funds $0 $4,499,972 '$5,184,521 $5,317,172
State Mandate
New or Expanded Activity Unit Affected Costs
Administrative responsibilities for municipalities to revise the Homestead Property Municipality $110,000
Tax Exemption
Fiscal Detail and Notes

Repealing several sales tax exemptions beginning August 1, 2004 will generate approximately $88,235,000 in fiscal
year 2004-05. The General Fund cost of expanding the Maine Residents Property Tax Program to create the
Homestead Tax Cap Program is estimated to be $65,600,000 in fiscal year 2004-05. Additional General Fund
appropriations will also be required beginning in fiscal year 2005-06 to eliminate the tiered portion of the Homestead
Property Tax Exemption. This bill provides $110,000 in fiscal year 2004-05 to reimburse local municipalities for 90%
of the estimated local cost of changes to the homestead exemption program. Maine Revenue Services will also require
$300,438 in fiscal year 2004-05 for the administrative costs associated with these changes.

General Fund Detail - 2003-04 2004-05 2005-06 2006-07
Repeal several sales tax exemptions $83,734,767  $94,517,813  $96,936,138
Expand Maine Resident Property Tax Program $65,600,000  $74,800,000  $92,400,00C
Restore $7,000 Homestead Exemption $0 $5,259,475 $5,264,520
Mandate Reimbursement - Homestead Exemption $110,000 $0 $0
Administrative Costs $300,438 $137,388 $140,823

LR1697(3) - Fiscal Note - Page 1 of 1





