MAINE STATE LEGISLATURE

The following document is provided by the
LAW AND LEGISLATIVE DIGITAL LIBRARY

at the Maine State Law and Legislative Reference Library
http://legislature.maine.gov/lawlib

Reproduced from scanned originals with text recognition applied

(searchable text may contain some errors and/or omissions)




122nd MAINE LEGISLATURE

FIRST SPECIAL SESSION-2005

Legislative Document No. 1587

H.P. 1123 House of Representatives, April 26, 2005

An Act To Modernize Maine's Tax Code

Reference to the Committee on Taxation suggested and ordered printed.

Mittiiont 79 7 lcFlonol
MILLICENT M. MacFARLAND
Clerk

Presented by Representative DUDLEY of Portland.

Cosponsored by Senator STRIMLING of Cumberland and

Representative: LERMAN of Augusta, Senators: DAMON of Hancock, NUTTING of
Androscoggin.

Printed on recycled paper



10

12

14

16

18

20

22

24

26

28

30

32

34

36

38

40

42

44

46

Be it enacted by the People of the State of Maine as follows:
PART A
Sec. A-1. 36 MRSA §5219-Y is enacted to read:

SQZIQ—Y, Maine Residents Property Tax Program credit
A_refundable credit is allowed against the taxes imposed by

this Part in the amount of benefits allowed under chapter 907.

This credit is mnot available if the taxpayer has filed a separate

application for benefits under chapter 90Q7.

Sec. A-2. 36 MRSA §6201, sub-§11-A, as amended by PL 2005, c.

2, Pt. E, §2 and affected by §§7 and 8, is further amended to
read:

11-A. Rent constituting property taxes accrued for
nonelderly household. '"Rent constituting property taxes accrued
for nonelderly household” means 26% 25% of the gross rent
actually paid in cash or its equivalent in any tax year by a
claimant and the claimant's household solely for the right of
occupancy of their Maine homestead in the tax year and which rent
constitutes the basis, in the succeeding calendar year, of a
claim for relief under this chapter by the claimant.

Sec. A-3. 36 MRSA §6207, sub-§1, as amended by PL 2005, c. 2,
Pt. E, §4 and affected by §§7 and 8, is repealed.

Sec. A-4. 36 MRSA §6207, sub-§1-A is enacted to read:

1-A. Be_!_lgilt calg_latlon. ng nlng_ganu@rv 1, 2006, for
laiman r nonel
100% of th r i n of the b efi h X % of
income.

Sec. A-5. 36 MRSA §6207, sub-§5 is enacted to read:

5. Maximum benefi The maxim nefi vai 1 nder
this section is $5,000.

Sec. A-6. 36 MRSA §6221 is enacted to read:

221 In i tion

pg son_eligible for benefits under this chapter may elect
to receive those benefits as a credit against income tax as
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provided in section 5219-Y if the credit is claimed on the

claimant's annual income tax return.
PART B

Sec. B-1. 30-A MRSA §5681, sub-§5, YA and B, as amended by PL
2003, c. 20, Pt. W, §1, are further amended to read:

A. For months beginning before July 1, 2005, 5.1%; and

B. For months beginning on or after July 1, 2005, but
before October 1, 2005, 5.2%+; and

Sec. B-2. 30-A MRSA §5681, sub-§5, §C is enacted to read:

C. For months beginning on or after Octoher 1, 2005, 8.5%.
PART C

Sec. C-1. 36 MRSA §5111, sub-§1-B, as enacted by PL 1999, c.
731, Pt. T, §3, is amended to read:

1-B. Single individuals and married persons filing separate
returns; tax years beginning 2005. For tax years beginning on or
after January 1, 2002 2005, for single individuals and married
persons filing separate returns:

If Maine Taxable taxable income is: The tax is:

2% of the Maine
taxable income

Less than $4,200

At least $4,200 but
less than $8,350

At least $8,350 but
less than $16,700

At least $16,700 eor-mere
but less than $100 0

$100,000 or more
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$84 plus 4.5% of
the excess over
$4,200

$271 plus 7% of
the excess over
$8,350

$856 plus 8.5%
of the excess
over $16,700

$7.937 plus 10%
of the excess
over $100,000
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Sec. C-2. 36 MRSA §5111, sub-§2-B, as enacted by PL 1999, c.

731, Pt. T, §5, is amended to read:

2-B. Heads of bhouseholds:;
tax years beginning on or after January 1,
unmarried individuals or legally separated

qualify as heads of households:
If Maine Tamable taxable income is:

Less than $6,300

At least $6,300 but
less than $12,500

At least $12,500 but
less than $25,050

At least $25,050 er-mere
1 han $1

$150,000 or more

tax years beginning 2005. For

2002 2005, for
individuals who

The tax is:

2% of the Maine
taxable income

$126 plus 4.5%
of the excess
over $6,300

$405 plus 7% of
the excess over
$12,500

$1,284 plus 8.5%
of the excess
over $25,050

$11,905 plus 10%

of the excess
over $15 0

Sec. C-3. 36 MRSA §5111. sub-§3-B, as enacted by PL 1999, c.

731, Pt. T, §7, is amended to read:

3-B.
spouses; tax years beginmning 2005.
after January 1, 2602 2005,

Individuals filing married joint returm or surviving
For tax years beginning on or
for individuals filing married joint

returns or surviving spouses permitted to file a joint return:

If Maine Tasable taxable income is:

Less than $8,400

At least $8,400 but

less than $16,700

At least $16,700 but

Page 3-LR1638(1)

The tax is:
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taxable income

$168 plus 4.5%
of the excess
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less than $33,400 the excess over
$16,700

At least $33,400 er-mexe $1,711 plus 8.5%
but less than $200,000 of the excess
over $33,400

2 mor 1 72 pl 10%
of the excess
over $200,000

Sec. C-4. 36 MRSA §5126, as amended by PL 2001, c. 583, §ie,

is repealed and the following enacted in its place:

126. Per 1 ion:
For X r beginni or fter nuar 1 2 a
resident individual is allowed an amount for each exemption that
i 1 h nt allow £ n_exemption under th .

Sec. C-5. 36 MRSA §5219-S, as amended by PL 2003, c. 20, Pt.
GG, §1 is further amended to read:

§5219-S. Earned income credit

A taxpayer is allowed a refundable credit against the taxes
otherwise due under this Part equal to 5% 30% of the federal
earned income credit for the same taxable year, except that for
tax years beginning in 2003, 2004 and 2005, the applicable
percentage is 4.92% instead of 5%. The-eredit-may not-reduce-the

state-income-tax-to-less-than-gsero~

Sec. C-6. Application. This Part applies to tax years
beginning on or after January 1, 2005.
PARTD
Sec. D-1. 36 MRSA §1752, sub-§14, B, as amended by PL 2003,
c. 673, Pt. V, §16 and affected by §29, 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 pursuant to warranty;
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(3) The price of property returned by customers, when
the full price is refunded either in cash or by credit:

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

(5) Any amount charged or collected, in lieu 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; e=

(10) The 1lead-acid battery deposit imposed by Title
38, section 1604, subsection 2-Br; 9r

(11%® With respect to any fee for a taxable service,
n rtion £ h f repr ntin direct
imbursem harged he recipient of th xabl
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. D-2. 36 MRSA §1760, sub-§14 is repealed.
Sec. D-3. 36 MRSA §1760, sub-§24 is amended to read:

Funeral services. Sales of basic funeral services, not

exceeding $2,500 in value, that are provided for the disposition
or interment of a deceased human body.
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Sec. D-4. 36 MRSA §1760, sub-§34, as repealed and replaced by
PL 1981, c¢. 163, §4, is repealed.

Sec. D-5. 36 MRSA §2551, sub-§§1-A, 1-B and 1-C are enacted to

read:

1-A. Amusement and recreational serv “ggg "Amggemgnt and
recr ional rvice means an rvi rovi hi e
h neral ubli r hrough riv 1 h invol

exchanging a right of access to any amusement, recreational,
exhibitiv ltural hletic activity for any user fee, price

of admission f r uivalent form of remuneration.

1-B. Business services. "Business services'" means any
L&w&w

h h nsti n_in 1 i rabl
mponen f an ivi f in n r i lvin

manufacturing, fabrication, proc esglng Qr mgnlpu1§;;9 Q
tangible personal property so that business service is
targeted to_ the unigue needs of the bu51ng§§ consumer gnd is not
transferabl r range busi ivities. "B
services" includes, without limitation, such services as:

A. __Motor vehicle parking, other than meter ac in a

lot or garage having 30 or more spaces:

B. The leasing and renting of tangible personal property:

C.__Employment agency services of any kind, except when the

servi T rovi mpl r wh lac in

is located in another state;

D. Credit collection and credit reporting services:

E. retarial, stenographic an itin rvi

F. Building maintenance, Jjanito rlgl and cleaning services,

including window c¢leanin rvi

G. Office moving and installation:
H. Document and record preservation and storage:
1. Telephone answering services;

J. Private investigation, patrol, building alarm and

security and armored car services;

K. Management consulting, advertising, information and
public relations;
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L. Tax preparation:

M. Financial accounting, financial management and
inv men nselin
N £ffi n iness m ine repair;
i nstruction and in llation;
P F rin n insti ional f r ration n
1i : an

-C nstr ion r ic s "Construction services'" means
rvi rovi in this S he general pupllc Qy persgp
mean n ivit rtainin 0 n ildin hi h ay, road,
railir X ion, m f red ildin r r ructur
and involves any act of construction, alteration., repair,
ntial maintenan improvement, movement or demolition, or
the construction of scaffolding or other structures or work
rel h ivi f ilding. "Constr ion rvi "
incl is n limite the servic icall rovide
by building contractors, road and driveway contractors, concrete
ntr r X rs carpenter m n 1 ricians
lumbers, r r iding applicators and house inters.

Sec. D-6. 36 MRSA §2551, sub-§§5-A and 5-B are enacted to read:

5-A. ngal services. "Legal services' means professional
rvi rovi a a rney-at-law an ha rney's

support staff.

5-B. Licensed professional services. "Licensed
professional services" means serviges provided in this State to
h n 1li a rson holdin rtific license
registration or other formal permission to perform, provide or
r ice h rvic in this State, and that certificate,
licen registration r her formal permission is
characteristically granted only when the person has obtained
advanced ducation or ecialized  training. ___ "Licensed
professional services" includes, without limitation, such

rvi St

A. Lobbying:

Page 7-LR1638(1)
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C L 1 rvi :

D. Surveying and professional engineering services,

includin logical n hydr logical consultin n
consulting related to soil analysis and subsurface

engineering:
E. Arbitration:

F Appraisal servi : and

G. A ntin financial inv men n i ial
mgngggmgn; .
"Licensed professional services" does not include those services

provided by health care practitioners,

Sec. D-7. 36 MRSA §2551, sub-§7-A is enacted to read:

7-A. Personal services. '"Personal services" means services
provided in this State to the general public by a person of
specialized skill, talent or experience. Personal services
characteristically involve the provision of attendant care to the
recipient of the service or care or maintenance or repair of the
recipient's real or personal property. "Personal services"
includes, without limitation, such services as:

A. Personal attendant services, including, but not limited
to, barbering, cosmetology, manicuring, tattooing, body
piercing, massage, reflexology, tanning and exercise or
fitness services:

B. Laundering and dry cleaning:
C. Painting. papering and interior decorating:
D. Jewelry, camera, watch and gun cleaning and repair;

E. Pet grooming and kennel services:

F. Musical instrument tuning and repair;

G. Swimming pool installation, repair, cleaning and
maintenance;

H. Radio, television and sound system repair;
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I. Furniture, rug and upholstery cleaning and repair:

J. Locksmith services:

K. Personal property and self-storage services, including

r nd mooring for n mmercial watercraft;
L, Washing, cleaning, polishing, lubrication, painting and

detailing motor vehicles;

M. Disinfestation and pest extermination or control:

N. Lan in lawn care roun maintenance n r
removal:
Ph raph n hotographi i rvi

personal property for persons who furnish tangible personal
property for that service;

Q. Any fabrication, printing or production of tangible

personal property by special order when that tangible
nal pr r is n inten for r 1

R. Repair of noncommercial watercraft:;
S. Dance instruction and dance studio services:

T. Dating, escort and personal introduction services;:

u. Flower or balloon delivery services and services
similarly provided as a demonstration of personal

reciation;
V. Lim ine services:
W. Taxiderm

X. Flight instruction: and

Y. Anti nd art auctioni nd dealership services.

"Personal services" does not include construction services.

Sec. D-8. 36 MRSA §2552, sub-§1, JF and G, as enacted by PL

2003, c. 673, Pt. V, §25 and affected by §29, are amended to read:
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F. The installation, maintenance or repair of
telecommunications equipment; ard

G. Private nonmedical institution servicess: and

Sec. D-9. 36 MRSA §2552, sub-§1, §9H, I, J and K are enacted to

read:
H. Am men nd recreational rvi :
I. Busin servi
n rof ional rvices; and

K. Personal rvices.

Sec. D-10. 36 MRSA §2552, sub-§3 is enacted to read:

3. Contingent fee. When a taxable service is provided for
a fee that is contingent on an ultimate awar lemen
similar financial result and the fee is a certain percentage of
that ultimate award or settlement he fe h i ltimatel
paid is deemed to include the applicable tax.

Sec. D-11. 36 MRSA §2557, sub-§§29 and 30, as enacted by PL
2003, c. 673, Pt. V, §25 and affected by §29, are amended to read:

29. Centers for innovation. Sales to centers for
innovation as described in Title 5, section 13141; and

30. Sales for resale. Sales of services to another service
provider for resale~;_and

Sec. D-12. 36 MRSA §2557, sub-§31 is enacted to read:

31 Certain legal services. Legal services provided a
p_Q__b_Q—g__b_as_s;_i_Le_gg__;er__c_gs_w provided by court appg;n;mgn;
and all legal ae_wgzueg_ to a client ;..mgm; substantial
assets of any kind Q§§ household income erm al sQu ggs ;s
less than 200% of thg federal ver level durin
months prior t he initiation of the legal service or rin h
period 6 months subsequent to the initiation of the legal service
as such a determination can r nabl alcul whichever
analysis yields the lesser income.

PARTE

Sec. E-1. 36 MRSA §1811, first §, as amended by PL 2001, c.
439, Pt. TTTT, §2 and affected by §3, is further amended to read:
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A tax is imposed on the value of all tangible personal
property and taxable services sold at retail in this State. The
rate of tax is 7% on the value of 1liquor so0ld in 1licensed
establishments as defined in Title 28-A, section 2, subsection
15, in accordance with Title 28-A, chapter 43; 7% 10% on the
value of rental of living quarters in any hotel, rooming house or
tourist or trailer camp; 10% on the value of rental for a period
of less than one year of an automobile; 7% on the value of
prepared food; and 5% on the wvalue of all other tangible
personal property and taxable services. Value is measured by the
sale price, except as otherwise provided.

PARTF

Sec. F-1. 36 MRSA §6652, sub-§1, as amended by PL 2003, c.
391, §12, is further amended to read:

1. Generally. A person against whom taxes have been
assessed pursuant to Part 2, except for chapters 111 and 112,
with respect to eligible property and who has paid those taxes is
entitled to reimbursement of those taxes from the State as
provided in this chapter. The amount of reimbursement is limited

to 70% of the amount by which the taxes paid with respect to the

eligible property exceeds the amount that ha een or will be
r rn h X r municipali du the tax er's
participation in_ a municipal development district under Titile

0-A h r 206. For purposes of this chapter, a tax applied
as a credit against a tax assessed pursuant to chapter 111 or 112
is a tax assessed pursuant to chapter 111 or 112, Eligible

property is subject to reimbursement pursuant to this chapter for
up to 12 property tax years, but the 12 years must be reduced by
one year for each year during which a taxpayer included the same
property in its investment credit base under section 5219-D,
5219-E or 5219-M and claimed the credit provided in one or more
of those sections on its income tax return, and reimbursement may
not be made for taxes assessed in a year in which one or more of
those credits is taken. A successor in interest of a person
against whom taxes have been assessed with respect to eligible
property is entitled to reimbursement pursuant to this section,
whether the tax was paid by the person assessed or by the
successor, as long as a transfer of the property in question to
the successor has occurred and the successor is the owner of the
property as of August 1lsty of the year in which a claim for
reimbursement may be filed pursuant to section 6654, For
purposes of this paragraph, 'successor in interest" includes the
initial successor and any subsequent successor. When an eligible
successor in interest exists, the successor is the only person to
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whom reimbursement under this chapter may be made with respect to
the transferred property.

PART G
Sec. G-1. 36 MRSA §6651, sub-§2-A is enacted to read:

2-A. Nonqualified service. "Nonqualified service" means

an ervi e ed in within thi te for another rson or

persgns for a fee, re;g' ner, commission or other consideration,

exclusive of activities engaged in_ for an g ployer by an

mpl includin n limite in rvice

professional  services, Dersonal services and recreational
rvi “"Nongualifie ervi not inclu an ualified

sg;y;cg and does not include any of ;hg following services or any

ivi n by minantl in r £ ith h

rvice r ines ivi related th rvi :

Production as defined in section 1752, su ction 9-B:;

B. Fabrication services as defined in ion 2551
subsection 3;

c. Wood harvesting operations and the severance of sand,
ravel il r her natural r r by r

severed from the soil or water; and

D. Commercial gg:icul;urgl production, commercial
agu gg ltural production mmercial fishin s defined in
n 1 ion 1
Activities ggndug;gd by per §Q i support of any of the
servi liste ragraphs to I) or any gqualified service
n in h rson in with limi ion
man men administration, marketing, purchasing, design,
ngineerin r ir maintenan eration f s r n
auxiliary equipment, distribution, accounting, finance., billing,
payroll, workers' compensation, accounts payable, accounts
receivabl medical services, risk managemen labor relations
training, human resources, legal services, packaging, storage,
research and velopment ualit control n environmental

security, safety and fire protection.

Sec. G-2. 36 MRSA §6651, sub-§8§4 and § are enacted to read:

Qualified service "Qualified service" mean§ any of the

followin when rovid b on r o noth for a fee,
retainer, commission r her consideration: nstruction
services: rinting: retail or wholesale servic xclusive of
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; ose pgrfgrmed at __or support of retail facilities:

ifi f real r tan ible personal property: development
gf ggmpu;gr software; leasing by a lessor of property that would

be eligible for reimbursement under this chapter had the property
been owned by the lessee rather than the lessor; services
provided by a financial institution as defined in section 5206-D,
subsection 8: services provided by credit unions authorized to do
busin in hi tate ursuant to Titl 9-B ection 131
subsection 12-A; services _provided by insurance companleeﬁgugl__;
axation under cha r 357; Internet acces rvice comput
system _services, ncluding but not 1limited to mglntengnce
s r velopmen management operation communication
training, help desk, data processing, research, analysis,
roublesh in n imilar services involving computer systems;
r ir maintenan refittin refurbishin or upgradin
ommerci r military watercraf nd all machiner uipment
nd her pr r at he to _or located on such watercraft and
relaggd LQ g e use §uch watercraft; and transportation
rvi . 1ifi service" lso includes n ct1v1 a
person engaged in a qualified servic th onducted
redominantly in support of either the lified service engaged
in by that person or the business activity of that person related

to that qualified service.

Retail sales facility. ”Rgtall sales f§c111ty eans a

h i ru r r rtion £ 1loc in Sta nd
predominantly used as _a facilitv to serve Acustqmers who __are
physically present at the facility for the purpose of purchasing

ood r nongualified servi at retail.

Sec. G-3. 36 MRSA §6652, sub-§1-B, B, as amended by PL 2003,
c. 625, §1 and affected by §3 and amended by c. 687, Pt. A, §10
and affected by Pt. B, §11, is further amended to read:

B. Lamps and lighting fixtures; ard

Sec. G-4. 36 MRSA §6652, sub-§1-B, 1[(:. as enacted by PL 2003,
c. 625, §2 and affected by §3 and enacted by c. 687, Pt. a, §11
and affected by Pt. B, §11, is repealed and the following enacted
in its place:

C. Gambling machines or devices, including, but not limited
to, electronic video machines, specifically designed or
manufactured for wuse in the operation of any gambling or
wagering activity. As used in this paragraph, 'gambling
machine or device" means any device, machine, paraphernalia
or equipment that is used or usable in the playing phases of
any gambling activity, whether that activity consists of
gambling between persons or gambling by a person involving

he playin f a machine, including equipment used in the
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layin hases of lottery schemes. "Electronic video
machine" has the same meaning as in Title 17, section 330,
subsection 1-A: and

Sec. G-5. 36 MRSA §6652, sub-§1-B, D is enacted to read:

D. A slot machine and associated equipment, as those terms
are defined in Title 8, section 1001, and any part thereof,
and any device or machine used directly and primarily in the
operation or use of a slot machine, including but not
limited to printing mechanisms, video display monitors,
metering devices and computer equipment.

Sec. G-6. 36 MRSA §6652, sub-§1-B, JYE and F are enacted to

read:

E. Property predominantly mpl b h rson in
possession of that property either in the wprovision of a
nonqualified service or in support of the_ provisigon of a
nonqualified service being provide b h rson

exclusive of property used by a person in providing a
nongualified service to an affiliate when that property
would be eligible for reimbursement if it were owned by that
affiliate; and

F. Property employed by the person in possession of that

property either in a retail sales facility or employed
predominantly in the support of such a facility. Property
employed in support of a_ retail sales facility does not
include property employed predominantly in one or more
gualified services or in one or more of the gervices listed
in i 6651 s ion 2-A hs A D n

person, or in any activity in support of or the business
activity of that person related to such gualified services
or listed services.

Paragraphs A and B apply to property tax years beginning after
April 1, 1996. Property affected by paragraphs A and B that was
eligible for reimbursement pursuant to chapter 915 of property

ax aid for the 1996 roper ax_year is randfathered into

the program and continues to be eligible for reimbursements for

up to 12 property tax years, unless it subsequently becomes

ineligible. Paragraphs E and F apply to property tax years
beginning after April 1, 2005. Property affected by paragraphs E

and F that was eligible for reimbursement under this chapter for

property taxes paid for the 2005 property tax vyear is

grandfathered into the program and continues to be eligible for

reimbursement to the extent permitted by this chapter as that
property existed on April 1, 2005, unle it su ntl com
ineligible. Pr T used _in the rovision f nongualifie
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service or in support of the provision of a nonqualified service,
and property used in a retail sales facility or in support of a
retail sales facility includes, without limitation, property used
in _management, marketing, purchasin istribution ountin
nd r rch and development.

Sec. G-7. Application. That section of this Part that repeals
and replaces the Maine Revised Statutes, Title 36, section 6652,
subsection 1-B, paragraph CC applies to property tax years
beginning on or after April 1, 2004.

Sec. G-8. Retroactivity. Those sections of this Part that
amend the Maine Revised Statutes, Title 36, section 6652,
subsection 1-B, paragraph B; repeal and replace Title 36, section
6652, subsection 1-B, paragraph C; and enact Title 36, section
6652, subsection 1-B, paragraph D apply retroactively to January
3, 2004.

SUMMARY

Part A affects the Maine Residents Property Tax Program, the
so-called 'circuit breaker program,'" by:

1. Changing the tax-to-income threshold to 100% of the
benefit base that exceeds 5% of income;

2. Increasing the maximum rebate to $5,000;
3. 1Increasing the renter rebate to 25%; and
4. Allowing persons to use the income tax form to file for

a refundable credit.

Part B increases from 5.1% to 8.5% the percentage of sales
and income tax revenues transferred to the Local Government Fund
for revenue sharing.

Part C reforms the income tax by increasing the personal
exemption amount to equal the federal amount, increasing the
earned income credit and making it refundable and creating a 10%
income tax bracket for income of $100,000 or more for single
filers, $150,000 or more for persons filing as heads of household
and $200,000 for persons filing married joint returns.

Part D includes, in the services subject to the service
provider tax, amusement and recreational, business, personal and
professional services. Under this bill, the provision of those
services 1is subject to the 5% tax. The term 'construction
services" is also defined for the purpose of distinguishing
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nontaxable construction services from taxable personal or
business services.

Part D eliminates the sales tax exemption for sales of

short-term publications. It also limits the exemption on funeral
services and repeals the exemption on coin-operated vending
machine sales. It also amends the law by creating an exemption

for certain legal services provided to low-income clients.
Part E increases the sales tax on lodging from 7% to 10%.

Part F reforms the business equipment tax reimbursement
(BETR) program by 1limiting state reimbursement to 70% of the
taxes paid on eligible property reduced by the amount of tax
reimbursement received for the property through a tax increment
financing agreement.

Part G provides that, for property first placed in service
in property tax years beginning after April 1, 2005, property
used in, or in support of, the provision of a nonqualified
service or a retail sales facility is not eligible for BETR
reimbursement.

Part G corrects a numbering problem created by Public Law
2003, chapters 625 and 687, which enacted 2 substantively
different provisions with the same paragraph designation. Part G
also makes the provisions retroactive to January 3, 2004, the
effective date of chapter 687.

Part G also corrects a conflict.
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