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Executive Summary 

In 2025, the 132nd Maine Legislature enacted Resolves 2025, Ch. 63, "Resolve, Directing the 
Department of Labor to Study Protection of Paid Family and Medical Leave Benefits Program 
Funds." This resolve directs the Department of Labor to study methods. to ensure that PFML 
revenues, including taxes, fees, premiums, fines, and penalties are not diverted for purposes other 
than their original intent, to provide benefits to eligible individuals. 

Maine's PFML program was signed into law by Governor Janet Mills in July 2023 and is 
codified in Maine Revised Statutes (MRS) Title 26, §850-A through §850-R. The program 

provides up to 12 weeks of paid, job-protected leave for qualifying events and is funded through 
contributions shared by employers and employees. By statute, the fund is administered by the 

State Treasurer, held in trust, and explicitly separated from the General Fund to ensure that 
contributions remain available for benefits and administration. 

A review of other PFML states reveals a consistent set of statutory protections. Connecticut, 
Oregon, and Colorado each place premium contributions in dedicated trust funds overseen by the 
State Treasurer and restricted to program costs. Colorado takes an additional step by designating 
its PFML division as an ;•enterprise" under the state's Taxpayer Bill of Rights (TABOR), 

classifying premiums as fees and limiting legislative authority to ctivert revenues without voter 
approval. 

Maine's experience with other special funds also provides insight into effective protections. The 
Unemployment Trust Fund is federally administered and therefore insulated from diversion, 
while the Maine Retirement Investment Trust (MERID includes fiduciary oversight and 
statutory prohibitions against transfers to the General Fund. The Fund for Healthy Maine, 
established from tobacco settlement revenues, demonstrates the importance of segregated 
accounts and legislative review of any proposals that affect the fund. In addition, the Maine 
Constitution contains provisions that safeguard retirement assets, highway revenues, and wildlife 

funds, offering a model for stronger, long-term protection. 

Beyond Maine, states such as Maryland and North Carolina have adopted additional approaches 
to secure dedicated revenues. Maryland's Trl:lnsportation Trust Fund is protected through 
statutory lockbox provisions and a constitutional amendment requiring a supermajority vote for 

diversion. North Carolina' s Parks and Recreation Trost Fund incorporate fiduciary oversight 
through a board of trustees, which allocates revenues for specific purposes and provides ongoing 
accountability. 
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Introduction 

In 2025, the 132nd Maine Legislature enacted Resolves 2025, Ch. 63, "Resolve, Directing the 
Department of Labor to Study Protection of Paid Family and Medical Leave Benefits Program 
Funds." 1 This resolve directs the Department of Labor to study methods to ensure that PFML 
revenues including taxes, fees, premiums, fines, and penalties are not diverted for purposes other 
than their original intent, to provide benefits to eligible individuals. 

This report is prepared for the Joint Standing Committee on Labor in the Maine State 
Legislature. It analyzes funds within Maine State government including Unemployment Trust 
Fund, Fund for Healthy Maine, and Maine Retirement Investment Trust (MERIT). It examines 
other jurisdictions including Maryland Transportation Trust Fund and North Carolina Park and 
Recreation Trust Fund. 

Paid Family and Medical Leave Program is established in Maine Revised Statutes (MRS), Title 
26, § 850-B.2 It is authorized to pay benefits to eligible individuals and administrative costs. The 
program is :financed through the collection of premium contributions fines and penalties, and 
any other money received from any source including grants, gifts, and property or securities 
acquired through the use of money belonging to the fund.3 

MRS, Title 26, § 850-E establishes statutory fund protections including; 

Section § 850-E 

• The fund is administered by the Treasurer of the State; 
• Any funds received under this section are not considered revenue of the state, but must be 

held in trust for the exclusive benefit of covered individuals eligible for Family and 
medical leave benefits; 

• Funds may not be expended released, appropriated or otherwise disposed of for any 
other purpose except to pay family and medical leave benefit to covered individuals. 

The Maine Paid Family and Medical Leave Benefits Authority, established under Maine Revised 
Statutes (MRS), Section 850-0, serves as the governing body responsible for the financial , 
programmatic and administrative oversight of the PFML program. The 15-member Authority 
holds quarterly public meetings that include programmatic updates and hearings. These meetings 
are open to the public, recorded, and posted on the Maine Department of Labor's website. The 
Authority holds a fiduciary duty to safeguard the PFML Trust Fund and ensure its long-term 
sustainability. Eleven of the fifteen members are nominated by the Governor and subject to 
confirmation by the Maine State Senate. 

1 hu • ature.maine. ov/backend/A / ervices/0 ecD ?documentld= l 19653 
2 Ti : Paid ram ii and medical leave benefits lished 
3 Tit : Paid Family and Medical Leave Insurance Fund 



In addition, Section 850-E of the statute requires an annual actuarial study to evaluate the 
financial health of the PFML Trust Fund.4 This recurring evaluation provides both the Authority 
and the Legislature with an ongoing assessment of the fund's stability and the program's fiscal 
soundness.5 

Other PFML Funds 

Maine became the 13th state to enact Paid Family and Medical Leave with similar statutory 
protections in Connecticut, Oregon, and Colorado, among all the other states. 
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Oregon law establishes the Paid Family and Medical Insurance Fund in the State Treasury as a 
trust fund, separate from the General Fund, consisting of contributions, penalties fees, revenues, 
and interest.6 Connecticut establishes the Family and Medical Leave Insurance Trust Fund W1der 
Section 3 l-49i held by the State Treasurer apart from the General Fund, with contributions, 
deposits, gifts, grants, and earnings dedicated to benefits, administration, and education. 7 

Colorado established the Family and Medical Leave Insurance Fund (FAMLI) under Section 8-
13.3-518, consisting of premiums, bond revenues, and transfers, restricted to benefits, repayment 
ofloans employer reimbursements, administration, and outreach, with interest remaining in the 
fund and no reversion to the General Fund.8 Uniquely, under the FAMLI Act and Taxpayer Bill 
of Rights (TABOR), Colorado FAMLI premiums are classified as fees, not taxes and the 
Division is designated an "enterprise,'' further insulating the fund from legislative raids without 
direct voter approval. 9 

Together, these states demonstrate common statutory protections: placing the fund under the 
State Treasurer, keeping it separate from the General Fund, and requiring all revenues to remain 
in the fund for the sole purpose of paying benefits to eligible individuals. 

Other Maine Funds 

Unemployment Trust Fund 

The Unemployment Trust Fund is codified in federal law at 42 U.S.C. §1104, which directs the 
U.S Secretary of the Treasury to receive and hold all state UI contributions in trust. 10 Each state 
has a separate account within the federal Unemployment Trust Fund, maintained as an interest­
bearing account and segregated from other federal funds. Monies deposited in these accounts 
may be withdrawn only for the payment of unemployment compensation. 11 

4 lbid 
5 Tbid. 
6 oregonlegislature.gov/bi ll laws/ors/ors6 78.html 
7 Chapter 557 - mployment Re_ularion 
8 C.R.S. 8-13.3-518 - Family and medical .leave insurance fund 
9 C:\188 01.txt 
10 42 U . . Cod § 1104 - Unemployment Trust Fund I U.S. 
II Ibid. 

I Lil / Legal Information lnslitute 
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Because unemployment insurance contributions are deposited into the federal trust and managed 
by the U.S. Treasury, they are insulated from diversion by state legislatures. Funds cannot be 
transferred to a state's General Fund or used for non-UI purposes. Use of UI monies for non-au­
thorized purposes is prohibited under federal law and can result in the loss of federal unemploy­
ment tax (FUT A) credits for employers as well as jeopardizing federal administrative funding for 
unemployment insurance and employment service programs. 

The U.S. Department of Labor recommends that states maintain reserves equal to at 1east 12 
months of benefit payments. 12 Maine currently maintains a reserve equal to approximately 18 
months of benefits. 13 States that borrow from the federal unemployment account because their 
trust funds are insolvent and fail to repay the balance within the required timeframe face a reduc­
tion in FUT A credits, which increases federal payroll taxes on employers. 

Maine Retirement Investment Trust (MERIT) 

The Maine Retirement Investment Trust (MERJT) was established by the Maine Legislature in 
2021 .14 An Act to Promote Individual Savings Accounts through a Public-Private Partnership 
was enacted in 2021 (PL 2021, c. 356) and codified as Chapter 7-AofTitle 5.15 Rules were 
adopted and the program implemented in the fall of 2023. 

The goal of the law is to increase retirement savings accounts for Maine employees who do not 
otherwise have retirements savings plans through their employers. Employers who do not offer 
qualified retiretnent plans to their employees, have five or more Maine employees, and have 
been in business for at least two years are required to register. Employees can opt out of the 
MERIT plan but if they do not, the employer would make payroll deductions and facilitate 
payment of those deductions to MERIT. Those deductions go into a unique Roth IRA account 
set up specifically for each employee. 

The law establishing MERJT includes the establishment of the Maine Retirement Savings Board 
which is tasked with developing and maintaining the retirement plan including administering the 
plan, registering employers, and entering into third party contracts for financial and investment 
advisory services and third-party plan administration. Among its responsibilities, the Board is 
specifically tasked with ensuring "that all contributions to an IRA under the program are used 
only to pay benefits to participants under the program pay the cost of administering the program 
or make investments for the benefits of the program and that no assets of the program or 

12 The Unemployment rust Fund ( UTF): State lnsolvency and federal Loans m tate I Cong.ress.go I Library of 
ongress 

13 mainelegislature.or legi /bills/bill J23rd/fiscalnotes/FN 18840 l.htm?utm 
14 itle 5, § 171 : Definitions 
15 Ibid. 



enterprise fund are transferred to the General Fund or to any other fund of the State or are 
otherwise encumbered or used for any other purpose." 5 M.R.S. § I 73(1)(P) 16 
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MERIT operates from an enterprise fund (Maine Retirement Savings Program Enterprise Fund), 
5 M.R.S . § 178(1 ). 17 The purpose of the enterprise fund is specifically to cover the costs of 
administration of the MERIT plan. The funds received from individual employee contributions 
go into individual Roth IRA accounts and therefore, are not considered State revenue subject to 
the appropriation process. 18 Essentially, the program serves as administrator for purposes of 
creating the individual retirement accounts and passing on employee contributions to those 
accounts. Thus, the State cannot access or use the funds in the retirement accounts for State 
purposes. 

Fund for a Healthy Maine 

The Fund for Healthy Maine was established in 1999 for the purpose of receiving and managing 
tobacco settlement funds awarded by the Kennebec County Superior Court in State of Maine v. 
Philip Morris, et al., Docket No. CV-97-134. Money held in the fund is specifically earmarked 
to make allocations to health-related programs specifically set forth in the statute including 
smoking prevention and cessation.19 

The fund contain.s separate accounts allowing for the segregation of funds received that have 
conditions attached making the funds available for certain identified purposes. The law states 
restricted funds are to be used solely for the restricted purposes. State agencies and any 
contractor or vendor that receives money from the fund has to keep the money in a separate 
account and report to the Commissioner of Administrative and Financial Services how the funds 
were used or slated to be used. 

Any legislative proposal that would affect the fund including a budget bill, is reviewed by the 
joint standing committee of the Legislature having jurisdiction over the proposal. If a majority 
of that committee supports the proposal, the proposal would then be reviewed by the joint 
standing committee that has jurisdiction over health and human services. The Health and Human 
Services Committee would conduct a review and report its conclusions to the joint standing 
committee of the Legislature with jurisdiction over appropriations and financial affairs. 

Other than language restricting the use of the money in the fund and identifying purposes for 
which the revenue can be allocated, the statute for the Fund for Healthy Maine does not appear to 
contain other safeguards to protect the revenue from future use for other purposes. The statute 
allows transfer of funds to the General Fund as long as there is specific legislative approval . 

16Tit1e 5, § 173: Duties of board: regui r ments of program 
17 Ti tle 5. § l 79: ccounting and annual repon 
[K Ibid. 
19 Title 22, § 15 11 ~ f und for a Healthy Maine established 



Constitutionally Protected Funds 

Laws that establish programs funded by specialty fees dedicated to a particular purpose, like the 
Paid Family and Medical Leave law, often include language to create funds, including special 
revenue funds or enterprise funds, that include restrictions on how the funds can be spent. See 5 
M.R.S. § 1667-B for the premise that funds in special revenue, internal service, and enterprise 
accounts are to be spent in accordance with the enabling statute and for no other purpose.20 
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These provisions essentially are advisory in nature and express legislative intent since a sitting or 
future legislature can choose to change the law. See Me. Const. Art. TV, pt. 3, § 1 stating "The 
Legislature ... shall have full power to make and establish all reasonable laws and 
regulations ... not repugnant to this Constitution, nor to that of the United State. "2 1 As a result, 
one mechanism occasionally used for restricting the expenditure of certain funds is through an 
amendment to the State Constitution. 

Article IX of the Maine Constitution includes three sections placing limitations on the use of 
funds. Section 18 limits the use of funds held by the Maine Public Employees Retirement 
System (MEPERS) declaring the appropriated funds to be used exclusively for the provisions of 
retirement benefits. The section goes on to say the assets are assets of MEPERS and cannot be 
"diverted or deappropriated by any subsequent action." 

Section 19 requires that revenues from motor vehicle fees and taxes be expended for 
construction~ maintenance and repair of highways and bridges and enforcement of traffic laws. 
As with the retirement system, the amendment prohibits the diversion of highway fund revenue 
to other purposes. 

Section 22 relates to revenues for fisheries and wildlife. Funds appropriated to the Department 
of J nland Fisheries and Wildlife cannot be less than the total revenues collected by the 
Department from various sources including license and permit fees, fines and penalties, and the 
sale, lease, or rental of property. Funds are to be expended solely for purposes provided by law. 

Other States' Trust Funds 

Maryland Transportation Trust Fund 

The Maryland Transportation Trust Fund (TTF) was established by Maryland Code Transpona­
tion §3-216.22 The statute created a dedicated special fund for transportation purposes, including 
the financing of highways, transit aviation, ports. and motor vehicles.23 Revenue sources for 

20 Title 5. § 1667-B: Allonnent in e, cess of legislati el authorized allocalion 
21 10674 
22 Laws - Statute Text 
23 lbid. 



TTF include motor fuel taxes, titling taxes, registration fees, operating revenues, bond proceeds, 
and federal aid.24 
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The statute provides that no part of the fund may be transferred or diverted to the General Fund 
unless approv d by the ·eneral ssembly through legislation passed by a three-fl fths majori of 
the tanding committee a igned th bill in both the Hous and enate and enacted into law.25 

Any fonds diverted mu t be repaid within a pre-approved timeframe and div rted funds may 
only be accessed through an emergency order is ued by the Go ernor by • cuti e Ord r. 26 

In 2014, additional protections were adopted through a constitutional amendment codified in Ar­
ticle III, Section 53 of the Maryland Constitution.27 This provision prohibits use of TTF revenues 
for non-transportation purposes unless the Governor declares a fiscal emergency and a three­
fifths supermajority of both chambers of the General Assembly approve the transfer. The Consti­
tution further provides that funds may only be used for purposes of paying the principal of and 
interest on transportation bonds as they become due, or for other transportation-related purposes 
defined by law. 

Other than the statutory lock box provisions and the constitutional amendment requiring super­
majority approval and limiting the scope of eligible uses, no additional safeguards appear in stat­
utes to prevent transfers or diversions ofTTF revenues. The constitutional Amendment was 
passed by voters in 2014. 28 

Legislative Created Oversight Boards 

North Carolina Parks & Recreation Trust Fond (PARTF) 

In 2011 , the North Carolina General Assembly established Parks and Recreation Trust Fund in 
the State Treasurer's office.29 This special revenue fund "consists of gifts and grants .to the Trust 
Fund, monies credited to the Trust Fund". In conjunction with the creation of the Fund the 
Geoeral Assembly established the North Carolina Parks and Recreation Authority and is 
administered by the Department of Natural and Cultural Resources. 

The Fund is overseen by a twelve-member Board of Trustees, with appointments divided equally 
among the Governor, Senate President Pro Tempore, and House Speaker. 30 Trustees are selected 
for their expertise in land management, serve staggered initial terms followed by six~year 
renewable terms, and the Governor designates the Chair. The Board meets at least annually, 

24 Ibid. 
25 Ibid. 
26 Ibid. 
27 Legislative Department 
zs menl 2014 . df 
29 atural Heritage Trust Fund Board of Trustees_:: 2011 
General Statutes :: US Codes and Statutes :: US Law :: Justia 
30 G.S. 143B-135.200 



receives staff support from the Department, and members are compensated per diem and travel 
expenses from the Fund.31 
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The use of the North Carolina Parks and Recreation Trust Fm1d includes, but is not limited to, 
capital projects, facility repairs and renovations local government matching grants, and limited 
administrative expenses. A 12-member Authority is charged with allocating funds for these 
purposes and has the power to distribute grants and approve specific projects. 

Maine Paid Family and Medical Leave Benefits Authority 

Maine Paid Family and Medical Leave Authority is established in MRS, Title 26, Sections §850-
0. This authorizes the Authority to "monitor the program on an ongoing basis to ensure the 
program's efficacy and performance, including its fiscal accountability and its financial solvency; 
owes a fiduciary duty to the program and shall monitor and issue recommendations regarding the 
program's financial solvency· propose changes to or advise the administrator on the laws rules, 
administrator policies and other significant issues ... " and provide policy oversight and 
recommendations on the administration and structure of the program'. 32 

Conclusion 

The Department appreciates the opportunity to consider various alternatives for enswi.ng revenue 
which comprises the Maine Paid Family and Medical Leave Insurance Fund remains dedicated 
to provision of benefits to eligible workers and administration of the program. After careful con­
sideration of possible options, it appears the most effective method for protecting the assets of 
the Fund is through a constitutional amendment prohibiting a diversion of funds without voter 
approval. 

31 Ibid. 
32 Title 26. §850-0: Paid Family and Meclical Leave Benefits Au1hority 



APPENDIXA 

Copy of enacted Resolves 2025, Ch. 63, Re.solve, Directing the Department of Labor to 
Study Protection of Paid Family and Medical Leave Benefits Program Funds. 
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STA TE OF MAINE 

APPROVED 

JUNE 10, 2025 

BY GOVERNOR 

IN THE YEAR OF OUR LORD 

TWO THOUSAND TWENTY-FIVE 

H.P. 796 - L.D. 1221 

Resolve, Directing the Department of Labor to Study Protection of Paid 
Family and Medical Leave Benefits Program Funds 

CHAPTER 

63 
RESOLVES 

Sec. 1. Department of Labor to study methods of protecting paid family 
and medical Jeave benefits program funds. Resolved: That the Department of 
Labor shall study methods to protect all revenues derived from taxes, fees, premiums, fines 
and penalties relating to the paid fanrily and medical leave benefits program under the 
Maine Revised Statutes, Title 26, chapter 7, subchapter 6-C from being expended for any 
purpose other than the paid family and medical leave benefits program. The department 
shall submit its report, including any suggested legislation, to the Joint Standing Committee 
on Labor no later than January 15, 2026. The Joint Standing Commjttee on Labor may 
report out a bill to the Second Regular Session of the 132nd Legislature. 

Page- 1 - 132LR2214(03) 




