
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) 



• 

UNDERSTANDING FIRE TAX 

An Analysis Of The Maine 
Commercial Forestry Excise Tax 

PREPARED BY: 

The Economics Task Group 
Of 

· The. Maine Forestry Action Forum . . 

-----
. October, 1987 



CONTENTS 

PAGE 

EXECUTIVE SUMt1ARY . ..•.•.•• · .. -.- .•. ~· ..•...•...•.•••..•........••... 2 

If~TRODUCTION . .................................................. 3 

EVALUATION CRITERIA .........................•.................. 3 

HISTORY OF FIRE CONTROL FUNDING IN MAINE 

THE 194 7 FIRE s ............................................ 5 
' 

FUNDING CHANGES BEGIN ••••••••••••••••••••••••••••••••••••• 6 

OTHER 0PTIONS.EXA~1INED •••••••••••••••••••••••••••••••••••• 8 

THE EXCISE TAX . ..................... · ........... · ................ 9 

Fit~DitJGS .... .................................................. 10 

CONCLUSION ........•.... ...................................... . 17 

APPEr~DIX 

TASK GROUP MEMBERS & STAFF ••••••••••••••••••••••••••••••• 19 



Page 2 

EXECUTIVE SUMMARY 

In January 1~~6, the Maine Forest Service sponsored-
Forestry Action Forum--created the Economics Task Group to 
study whether "forest fire control shoula be financea from a 
broad base tax such as property tax or general fund." 

The Task Group found that principles of sound taxation 
require that a tax be juaged .upon: 

EQUITY--Tax burden distributed according to benefits received 
and ability to pay. 

CERTAINTY--The amount of tax shoula be preaictable for both 
the taxpayer and the government. 

NEUTRALITY--Unless intendea, the tax should not interfere with 
economic decisions. 

SIMPLICITY--Taxpayers should easily understand tne law. 

PRODUCTIVITY--The tax should produce sufficient staole 
revenue that is not affected by short-term changes 
in the tax base. 

EFFICIENCY--Administration and costs should be fair ana in 
proportion to revenues. 

COMPETITIVENESS-~The tax should reasonably compare to other 
states and not cause migration of resiaents or· 
dislocations of economic activity. 

After reviewing the history of fire control funding in 
Maine, funding changes ov~r the years, other options, and the 
FIRE CONTROL EXCISE TAX, the Task Group concludes the FIRE 
CONTROL EXCISE TAX, as presently structured, does not 
satisfactorily meet the principles of sound tax policy. At a 
minimum, it has not been stable, it does not fairly apportion 
costs according to benefits received, and it is.not easily 
administered. The cost of fire control should be financed from 
~ broad base tax. · 

0 

0 

0 

0 

THE TAX IS CONFUSING AND DIFFICULT TO ADMINISTER. 
THE TAX IS NOT LEVIED ON ALL OWNERS OF 500 ACRES OR 
MORE OF COMMERCIAL F0REST LAND. 
THE 500-ACRE EXEMPTION IS UNFAIR. 
THE NUMBER OF SEPARATE ENTITIES TAXED rlAS DECLINED, THE 
COST OF FIRE CONTRO~ HAS RISEN, AND THE NUMBER Of 
PROTECTED AREAS HAS REMAINED THE SAME. 
OWNERS OF 501 ACRES OR MORE IN ORGANIZED TOWNS PAY TwiCE 
FOR FIRE PROTECTION. 
MAINE AND OREGON ARE THE ONLY STATES THAT SUBSTANTIALLY 
TAX THE LANDOWNER THROUGH A PROPERTY OR EXCISE TAX. 
THE TAX REMAINS ·coNTROVERSIAL AND HAS NOT PROVIDED AN 
ENVIRONMENT OF STABLE EXPECTATIONS. 



DRAFT REPORT 
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In January 1~86, representatives from the natural resource 

community participated in the Forestry Action Forum sponsored by 

the Maine Forest Service in the Department of Conservation. As 

a result of that Forum, seven Task Groups were established to 

carry out specific actions to address needs identified at the 

Forum. The Economics Task Group, one of the seven groups, was 

charged to study the issue of whether "forest fire control 

should be financed from a broad base tax such as property tax or 

General Fund.'' The Economics TasK Group met tnrougnout l~tib and 

early l~b7. This report summarizes the Task Group's tindings. 

EVALUATION CRITERIA 

The principles of sound taxation require that a proposed 

tax be judged on the elements of equity, efficiency, 

effectiveness, and long-range acceptability. A tax should meet 

certain criteria. The following classic criteria were judged by 

the Economics Task Group to have merit to evalu~te the 

Commercial Forestry Excise Tax. 

Equity (Fairness). A tax burden should be distributed 

according to the benefits received and the ability to pay. 

The tax should be consistent with the overall distribution 

objectives of the State. 

Certainty (Predictability).· Taxes .should be designed to 
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give fiscal certainty to the taxpayer and the government. The 

rules of taxation shoula be clearly stated and evenly applied. 

In the case of property tax, appraisal of property shoula 

reflect its market value witnout bias. 

Neutrality. Taxes shoulu be designed to avoid unintended 
- -

interference with private (consumer, worker, producer) economic 

decisions. 

Simplicity (Convenience). Tax laws shoula be easily 

understood by taxpayers to minimize administrative ana 

compliance costs, and to facilitate ease of payment. 

Productivity. A tax should proauce sufficient, stable 

revenue that will not have annual or short-term fluctuations 

from changes in the tax base. 

Efficiency, Fair administration should be feasible and 

efficient. The administration and collection costs should not 

be out of proportion to the revenues. 

Competitiveness. The tax rate and tax burden shoula 

compare reasonably to other states for the taxation effects on 

the State's economy, employment, and the migration of residents 

as the State competes for economic activity. 

HISTORY OF -~ORE6T FIRE CONTROL FUNDING tN MAINE 

Frequent forest fires at the end of the nineteentn century 

caused concern about the forest. At that time, forest land-

o~ners performed fire suppression efforts on their lands--and 

the costs were ever-increasing. 

In 1891, the Legislature created the Maine Forest 
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Commission in response to public concern for the conservation of 

the forest. ·rhe Commission's only purpose was to evaluate the 

condition of the forest--including fire incidence. 

Meanwhile, landowners in the unorganized towns aecided to 
. . 

band together to support a centralized fire suppression effort 

because individual efforts were inefficient and costly. The 

Maine Forest Service (which evolved from the Maine Forest 

Commission) became the designated fire protection agency in 

1906. Because no funds were provided by the Legislature, the 

landowners themselves provided funding, through a i1aine Forestry 

District Tax (MFD), ana support services to the agency. Forest 

fire control in the organized towns, on the other hana, was the 

responsibility of tne indiviaual towns. 

1;~47 fires 

The dual forest fire control system continued until 1~47, 

when major forest fires swept the State. Prior to 1::.!47, the 

Maine Forest Service periormea detection, suppression, training, 

and prevention only in the Maine Forestry District. The 

magnitude of the 1~47 fires' destructibn showed the neea for a 

state-wide organization to coordinate fire protection. 

After 1947, in addition to its MFD responsibilities, the 

Maine Forest Service was given the responsibility, by the 

Legislature, to coordinate protection in the organized towns and 

to perform suppression when the situation warranted. 

While ultimate respons~oility for forest fire control grew 

to encompass all of the State, funding did not. The Maine 

Forestry Pistrict continued to finance two-thirds of the Maine 
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Forest Service's fire control budget, with the General fund 

contribution the other one-third. 

Funding Changes Begin 

Each year, the Legislature found itself presented with 

bills regarding requests to withdraw from the MFD by towns. As 

the numoer of towns in the MFD decreased, the cost to those 

remaining towns became too burdensome. 

In 1982, the llOth Legislature established tne Maine Forest 

Fire Control Study Commission to examine the "organization, 

administration, funding, and delivery of services by the Maine 

Forest Service's, Division of Fire Control." ·rhe Commission's 

report recognized the inequities of the MfD tax, recommenced 

"that the Maine Forestry District as nmv constituted be 

abolished", and proposed financing fire control from the General 

Fund. 

The lllth Legislature accepted the Commission's 

recommendation anu abolished the MFD, but adopted a funding 

mechanism similar to that proposed in the Commission's minority 

report. The new tax, known as the Forest Fire Control 

Suppression Tax, was a two-tiered tax upon forest landowners. 

In the organized towns, a tax (tier 1) was )evied upon 

owners who had parcels of one hundred acres or r~ore of protected 

land within the town. Organized towns have the responsibility 

to.respond first to fires before the Maine Forest Service 

assists. 

In unorganized towns, the Maine Forest Service has the 

responsibility for first response. Consequently, a second tax 



Page 7 

(tier 2) was levied that was in addition to the tax for owners 

of parcels of more than 100 acres. This additional tax was 

intended to pay the State for the cost of first response. 

The lllth Legislature also established the Forest Fire 

Control Advisory Council to oversee all aspects of 

administration and conauct of the State's forest fire control 

program. While the Council recommended funding for forest fire 

control from the General Fund, the Legislature, in 1985, enacted 

differen~ changes in the fire suppression tax system. Among 

other changes, the acreage threshold for taxation purposes was 

raised to 500 acres, and the first SOO acres ownea was exempt 

from taxation. This figure was for ownership in the aggregate, 

not ownership within a town, as the tax haa been applied 

before. The second tax representing cost of f~rst response by 

the Maine Forest Service in unorganizea towns ~as abolished ana 

replaced with a system whereby the unorganized towns reimburse6 

the State for a portion of forest fire suppression cos~s when 

fires occur. 

Meanwhile, through a class action suit, certain lanaowners 

had taken the taxation issue to court. The Ma~ne Supreme Court 

declared the tax unconstitutional on the grounda that, as 
.• ' ·. w 

administered, the tax was levied on the use of tbe land rather 

than the value of the land. State law maintains that a property 

tax must be levied on ownership of property. As administered, 

the tax was in reality an e~cise tax upon the use of the land. 

'rhus, the Legislature was forced to .deal witn the issue 

again. In 1Y~6, the property tax was changed to,an excise tax. 
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The Commercial Forestry Excise Tax was enacted. ~he tax is 

imposea on the "privilege that results in costs v.s well as 

benefits to the State" of "engaging in commercial forestry." 

"Persons enjoying that privilege (are) subject to the tax." 

(36 MRSA § 2721) Previously, the suppression tax was a 

property tax, but did not reflect the market value of the 

property--all owners paid the same amount per acre. ~he Excise 

Tax based payment on a use--that of commercial forestry. 

Other Options Examined 

Both the Fire Control Stuay Commission and the Forest Fire 

Advisory Council, as well as the Legislature, examined numerous 

options. Among the options are those listed in the iollowing 

table: 

Option 

1. Special tax on 
landowners ana 
others who 
benefit; in form 
of severance tax, 
special industry 
tax, user fees. 

Strengths 

1. Those who benefit 
must pay. 

Weaknesses 

l.a. Difficult to 
deter mine w'110 
benefits and by 
what proportion. 

b. Difficult to 
assess all pro
spective 
taxpayers. 

c. Regressive.l 
d. Uncertainty--cost 

of tax not known 
·until acres 
reported 
annually. 

e. Kevenue stream 
uncertain anc1 
not matchecl to 
fire control 
budget. 

lrn general, a tax that takes a higher percentage of low 
income than high income is considerea regressive. 



2. Property 'l'ax 

3.a. Special tax 
per acre 
on all forest 
land or on all 
land. 

4. General Fund 

2.a. Similar to town 
police or fire 
protection for 
those who own 
property. Tax 
based on value 
of property. 

b. Mechanism in 
place to collect 
tax. 

c. Broad based: 
all property, 
forested or not, 
contributes to 
payment. 

d. Certainty of 
tax amount. 

3.a. Those who are 
aefined in 
SJ?ecial rules 
must pay .. 

b. Targeted pay
ments to specific 
groups. 
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2.a. Value of owner
ship of forest 
land not 
necessarily 
proportional to 
ability to pay 
tax. 

b. Non-protecteC! 
property con
trioutes to tax. 

c. Regressive tax. 
d. Necessary to 

update lists of 
owners for 
billing. 

j,a. Administrative 
difficulty to 
aefine land base. 

b. Difficult and 
costly to collect 
from owners of 
small parcels. 

c. Does not 
consider "value'' 
of the land. 

d. Unclear who 
benefits. 

4.a. ~est equitable. 4.a. Uncertainty about 
proportional 
services to 
oifferent groups 
or people, e.g. 
lanoowners, 
recreationists. 

b. Auminis~ratively 
sound. 

c. Broad based. 
d. Progressive; 

based on ability 
to pay. 

e. Fire control 
treated like 
other services, 
e.g. social services. 

f. Social value of 
service evaluated 
equally with program 
components of govern
ment. 

THE EXCISE 'rAX 

The Commercial Forestry Excise Tax is "levied upon owners 
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of commercial forestlana" (12 MRSA s 2723) possessing 500 

acres or more of forestland. Presumably, owning SUO acres or 

more indicates that the land is being usea for commercial forest 

activity. 

The tax is levied annually. Its computation is aerived as 

follows: 

1. Each December, tne Commissioner of Conservation submits 
tne proJected cost of fire control for the next fiscal 
year to the Legislature. 

2. The Legislature approves the cost of fire control ana 
indicates the amount which will co~e from the General 
Fund. 

3. The Commissioner of Conservation certifies to the State 
Tax Assessor, by September, the amount neeaea to be 
raised by taxes, minus the General Funa amount. This 
tax amount does not include the General Funa amount 
appropriated for Fire Control. 

4. Forest l~ndowners file tax returns to tne State Tax 
Assessor, by March 1, indicating the amount ot land 
owned and any transfers of ownership, as ot April l of 
the previous year. 

5. The State Tax Assessor sends tax bills to landowners by 
April l. 

o. Commercial Forestry Excise Tax to cover costs of fire 
protection due May 1. 

FINDINGS 

'"Finding #l 

The Tax is confusing and difficult to administer. 

The tax is dependent on the State's buagetary process. 

That process occurs every two years. Adjus:~ents can only occur 

to the second year of the biennial budget a~d these adjustments 

must be made in the Legislature's emergency sessions. 

The budget is prepared on a biennial basis, meaning that a 
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budget is submitted for two operational years. This estimate of 

operating cost is almost a year before the costs are incurred 

for the first year of the oiennial budget and almost two years 

for the second year of the biennial budget estimate. Because 

the tax is collected ten months into the fiscal year, the taxes 

are collected almost two ana three years respectively after the 

biennial budget estimate is prepared. Figure 1 illustrates this 

caleendar of events. 

The result is that few landowners and state or local 

officials fully comprehend the tax's rationale, calculation, 

timing or acministration. 

Figura 1 

COMMERaAL FORESTRY EXa5E TAX CALENDER OF EVENTS 

CALENDAR 
YEAR 

1ST QUARTER 
JAN FEB MAR 

2ND QUARTER 3RD QUARTER 4TH QUARTER STATE 
APfl MAY .AJH JUL AUG SEPT OCT NOV DEC FlSCAL 

CY86 

CYB7 

CYBB 

CYB9 

YEAR 

D,O.C, BUDGET o.o.c. COf<1RRMS 
FOR FY aa-89 I'IRI! c r::lHmOl. 
SUBMITTED TO C08TS FOR N 88 FY87 
GOVENOR TO LB31SLATURE 

QOVS BUOOET ~ATURE TAX ASSESSOR DOC COHRIMS 
FOR FY M&Bi OVES BUOOET GETS AMOUNT FFIE CONmOI.. 
SUBMTTED & ARE CONTRa. TO CCU.ECT FOR COSTS FOR FY 811 
TO LEGIS FY 88 & 811 FY 88 FROM DOC TO LEGISLATURE 

FYBB 

C7NNERS BLl.S TAX L.B:lts TAX 

~p FOR FOR A.Pf'fiOVES AS SESseR 
FY88 FYBB RRE GETS 

FOR SEHT .m2 CGIT'RCl. AMOJNT c:1tr7 TO FOR CCST FOR TO Ca..LECT • C7NNERS C'(lfl FY89 FOR FY 89 
(7NNER- FROM D.O.C, 
SHP** 

FYB9 

GOVS OWNERS BILLS TAX FOR 
BUOOET CERTFY FOR I FY 89 
FOR OWNER- FY 89 ~!Am. 
Of 90-91 SHIP SEHT FOR 
SUB· FOR TO c:1 as . 
I.UTED c:1 88 OWNERS! OWNERSHIP 
TO LEGIS 

FY90 

*TAX FOR FY 89 THAT IS PAID IN CY 88 IS BASED ON OW~RSHP 
OF CY 87 

**TAX FOR ASCAL YEAR PAID TEN MONTHS INTO Tl-£ FY THAT TI-E 
COSTS OCCUR. THUS PAYMENT FOR SERVICES OCCURS AFTER 
83% OF Tt£ SERVlCE.IS RENDERED. TAX IS PAID BASED ON 
OW~RSHP OF Tt£ PRIOR YEAR. 
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Finding #2 

The Tax is not levied upon all owners of 500 acres or more 

of commercial forestland. 

The statute states that the tax shall be levied upon owner 

of 500 acres or more of commercial forestland. "Covenants of 

property, whether joint tenants or tenants in common, shall be 

treated as one person." But the Tax, in fact, is administered 

as accounts rather than individuals, because the existing 

records are kept on a town basis, not according to individual 

owners. 

An account may consist of several different lanaowners 

jointly sharing a parcel of land. Some landowners share 

numerous parcels of land with diverse lanaowners and in varying 

proportionate ownerships. 

The ownership pattern in the State and the method of taxing 

the various entities has led to inequitable payment ot the 

Commercial Forestry Excise Tax. Using a hypothetical example: 

Landowner A owns 5,000 acres. Because this landowner is a 

single entity, she will be taxed on 4,500 acres (the first 500 

acres are exempt.) The total tax bill at 24.6 per acre (the 

1~86 rate) would be.$1,107. . ~ 

In another example, Landowner B also owns 5·,uoo acres, but 

pays $0. Here is how: 

Landowner B owns eleven parcels jointly witn another 

landowner. 



ACCOUNT 

#l 
#2 
#3 
#4 
#5 
~6 
#7 
#8 
#9 

#10 
#11 

Total 
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TABLE 1. 

LANDOWNER B LANDOwNER C TOTAL TOTAL EXEMPT 
-----------------------(ACRES)-----------------------

4~~ 5 500 500 
490 10 500 500 
485 15 ~uu sou 
480 20 suo soo 
47~ 25 500 suo 
470 30 500 soo 
465 35 500 500 
460 40 500 500 
455 45 500 sou 
450 50 sou 500 
275 225 .500 suo 

5,000 500 5,500 5,500 

In summary, no practical mechanism to fairly apportion 

taxes exists when there are minimum a~reage exemptions and mixed 

ownership patterns. 

Finding #3 

The 500-acre exemption is unfair. 

The legislative basis for the 500-acre exemption is 

arbitrary. Previous to the enactment of the Commercial Forestry 

Excise Tax, a 500-acre exemption was repealed for the Tree 

Growth Tax Law, because the 500-acre exemption did not allow all 

landowners to participate in Tree Growth. 
.·. 

Finding #4 

The total cost per acre of fire control has risen. The 

number of acres protected has remained the same. Federal 

contribution to the cost has declined. And the number of 

separate entities taxed has declined. 

The cost of fire control, approved by the Legislature, has 

risen on the average 6.9% per year. Because the State now funds 
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one-half the fire control costs (formerly one-third), the 

General Fund contribution has risen. (Figure 2. and Table 2.) 

5 

Ill 4 
a: 
< ..... 
.J 
0 
c 3 
z 
0 
:i 
..I 

i 2 

Figure 2 

MAINE FIRE CONTROL COST, 1979-1986 

TOTAL COST 

0 ~----------------------------------------
80 81 82 83 85 811 

YEAR 

The federal contribution has declined considerably and is 

not likely to increase (Figure 3. ). Indeed, fu~ther decline is 

likely. 

i 
1/) 

a: 
< ..... 
..... 
0 
0 

700 

800 

500 

400 

300 

:zoo 

Figure 3 

FEDERAL GRANTS TO SUPPORT 
FOREST FIRE CONTROL OPERATIONS, 

MAINE, 1979-1987 

1ooL---------~------------~------~87=--n 81 u u 
FEDERAL FISCAL YEAR 

.·. 
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TABLE 2 . . 
FOREST ARE CONTROL COST ANAL YSS 

CALfNDAR YEAR 1979 !980 1981 1982 1983 !984 1986 1987 
ffffffffffiffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffffftfffffffffffffffiffftfffffffffffffftfffffff 
State Fiscal Ym FY '80 FY'BI FY ,.82 FY '83 FY '84 FY '85 FY 'So FY '87 
ffffff~~i~fffi*ffifffffff~fftfiff~Jffffffffffffffffffffffffffffffffffffffffffffi*f~fffffffffftffffff*ffffffffffffffffffftffff 

APFRO?RWl ili 
Or i gina I 

Supp 1 e11en ta i 
Deappropr i a! ion 

NET APPROPR!ATICN 
----
.:~: ;:_ .. .. :~ t .. ·-
ar.~oun: to be "a i s~ d 
(~xc. 'oth~r' i ncoo~ i 

8URti1U OF T~Xt\T!CN 
To hi T:u Collected 

I. Net App as TAX 
I. Net App GEN F~~D 

·J4,03S 1n4 
m,asn 

($Jd3 1G00l 

$3,896,974 

fl ,899,780 

49'1. 
511. 

f4,Jl6,355 
fi7 175C 

("ll50,860) 

t3,983,245 

• . 213 
~en~s/ac 

~2,02: ,.;s; 

$4,710,331 
i1,541 

·f4,7!1 1372 

1~ 1 &&8,05o 
Charge HFD 

f2 18SO ,~s.; 

H,6B9 1449 
$65,152 

H,754 1d01 

i3 1 ~3a,OSi 

15,601 ,an 
·SJ3,182 

(f303,0,l9) 

·fS 1311,945 

$3,250,000 
Charge HFD plus s.091ac 

i3 ,238! ?.: ; 

lsi respon;e 

• .,., ... t-.:;: 
: • • ·~:.:t: 1 ~I .J 

75'1. 
2S:·: 

$5 '737,082 
$13,414 

a352,731) 

f5,397,765 

•s,::s,ooo 

12,:~; ,52~ 

471. 
53i. 

15 1410 ,OS! 

068,758) 

f5,341 ,293 

~5,073,103 

12,339,052 

48'1. 
52:( 

$6,297,098 
($46,828) 
ml,147l 

i6 ,179' 123 

$5,370,231 

f2,?33,964 

A~/ 
"flit 

-----------------------------------------------------------------------------------------------------------------------------
TAX RATE 
Surcharge 

units 
.Da:~ Tax Du~ 

TAXED ACRES 
PROTECTED ACRES 
LNTAXED ACRES 
Cost/Prtctd Ac 
Co,;t/taxed acre 
Cost/untaxed acn 

4.S mi 11 s 

tao:( Enl. 
De t I 79 

$,213 

per acre 
Oct 1 80 

???? ???? 
17,000,000 17,000,000 

1.23 1.23 

$.298 

pe" acre 
De t 1 31 

9,os9,Sot 
17 ,ooo ,ooo 
7,310,439 

$.28 
L30 
us 

$.347 

per ac~~ 

Oct I 81 

9,340,021 
17,000 1000 
7,659,979 

i,28 
$.35 
$,20 

$.253 $.249 $.246 t.295 
U90 

Unorganized 
pe~ ac~e per acrt per acre pu a:~< 

Dec 31 33 CH 1 84 :-iay : 36 Kay 1 87 

12,358,904 10,298,033 10,449,674 9,9d3,556 
17,000,000 !7 1000 10CC! 17,000,000 17,000,000 
4,141,096 6,711,967 6,550,326 7,036,444 

$,31 $,32 $.31 $,36 
·U! ., .25 $.24 1.29 
$.32 $.42 $,43 $.46 

NLNSER OF TAX BILLS t~ 31000 11539 1,154 
NlJ18ER OF ACCDI.tfTS 14 1906 2,113 883 623 
ffiffffff~fffffff~fffff*~flfffJflfflffffifffffffffffffffffffffffffffffffflffflffffffffllfffffffflffffffff.ffffffftffJlfff~iff 

1974-1982 iax was fr~ Haine Forestry District 
1983 Tax was 1,253/ac for fire control on all CMnerships 

over 100 acres plus $,09/ac on all ()llnerships over 100acs 
in unorganized township,;. 

1984 Tax was 1.249/ac on all ownerships over 500 acres. 
1985 No tax was paid in 1985 
1986 1983 & 1984 tax was rebated, Cost of '83 1 '84 1 & '85 

fire control was chargrd to owners of record in 1985, 
This was paid in H~y of !986. 

1987 Tu/ac to all ownerships grHter th~n 500 Hsltownship 
of 'ca11erci~l forest l~nd,' 



,/ 

\ .... 
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When the taxable acreage threshold was 100 acres, 14,~06 

accounts weie sent tax bills by the Bureau of Taxation. The 

figure declined to 623 accounts since when the SOU-acre 

threshold was instituted. 

currently, taxes are assessed on only 61% of the total 

number of protected acres; the remaining acres are exempt. 

Finding #S 

Owners of 501 acres or more (the first 500 acres are 

exempt) in organized towns pay twice for fire protection. 

In organized towns, the local tire department has the 

responsibility for first response to all fires regarQless of 

whether a structural or forest fire. Property owners pay for 

this protection through local property taxes. only in cases 

when the seriousness of a situation warrants does the State, 

through the Maine Forest Service, assume primary responsibility. 

In unorganized towns, the State has primary responsibility 

for all fires, because these towns are unable to provide service 

themselves. 

Thus, property owners in organized towns pay twice for fire 
.. 

protection--once through their local property tax and again 

through the Commercial Forestry Excise Tax. 

Finding #6 

In a comparison of selected states' fire control funding 
., , 

~ V mechanisms, Maine and Oregon are the only states that 
'",y/ ·~! ... 

substantially tax the landowner through a property or excise 

tax • 
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The Economics Task Group examined other states' forest fire 

protection funding mechanisms. The criteria considered for 

comparison were: 

a. Amount of forested land. 

b. Amount of private non-industrial land. 

c. Amount of private industrial land. 

d. Amount of state and other publicly owned land. 

e. Amount of federal land. 

The states that compared closest in the above criteria are shown 

in Table 3. 

Finding #7 

The Tax continues to be cohtroversial. 

Since 1~83, the Tax has neen under scrutiny. It has oeen 

changed considerably in three legislative sessions and has been 

successfully challenged in court. Together with deoates over, 

and changes in, the Tree Growth Tax Law, the changes in the 

Commercial Forestry Excise Tax rules and rates have m~ant tnat 

Maine has been unable to provide an environment of staole 

expectations as to levels of taxation for woodlar!CI owners . 
. -. 

CONCLUSION 

The Economics Task Group of the Forestry Action Forum 

concludes that the Commercial Forestry Excise Tax, as presently 

structured, does not satisfactorily meet the principles of a 

sound taxation policy. At a minimum, it has not been stable, it 

does not fairly apportion costs according to benefits received, 

and it is not easily administered. The cost of fire control 

should be financed from a broad tax base. 
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ARE CONTROL COSTS FOR COMPARATIVE FORESTED STATES 
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0.0/. 
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9[.0/. 
6.5'/. 

0 .07.. 
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tCMn 
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suppression 
costs until cost 
reuhts prtst I 
I i11i Is 

I 00.01. 100.01. 

Local Gov't. 41. froo ~ish & 
pays 50/. ol cost ga~~e ~und 

lor local fires 
1/. lroo Shit 
Land Ti11ber 
SiiltS 

100.0/. 100.01. 

All properly County In inc
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prr forest ilCrt 
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APPENDIX 

TASK GROUP MEMBERS 

LLOYD lRLAND, CHAIRMAN - PRESIDENT - THE lRLAND GROUP 
FORMER STATE ECONOMIST 

RONALD LOVAGLIO - lNTERNATIOtlAL PAPER COMPANY 

KAREN LAZARETH - FINANCE AUTHORITY OF MAINE 

DAVID DORR - FORMER CHIEF FINANCIAL OFFICER, MERRILL BANKS 

STAFF 

JAN SELSER - MAINE FOREST SERVICE 

STEVE OLIVERI - MAINE FOREST SERVICE 

JAN GOOLD - .INTERNATIO~AL PAPER COMPANY 


