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Good morning Senator Breen, Representative Pierce, and members of the Joint
Standing Committee on Appropriations and Financial Affairs; Senator Chipman
and Representative Terry and members of the Joint Standing Committee on
Taxation. My name is Kirsten Figueroa, and I am the Commissioner of the
Department of Administrative and Financial Services. I am here today to testify in
support of the fiscal year 2022-2023 biennial budget bill, LD 221, specifically
those items on today's agenda relating to the Department of Administrative and
Financial Services and the Office of the State Treasurer.
As Governor Mills said, at a time when Maine people are hurting, when small
businesses are struggling to keep their doors open, when the ranks of the
unemployed have swelled, and when we are fighting a deadly virus all around us,
we are proposing balanced budgets as required by the Constitution that continue
efficiencies, good fiscal management and curtailments to cover projected revenue
sho1ifalls for all three fiscal years. They focus on combatting the COVID-19
pandemic by continuing to rebuild the State's public health infrastructure and
protecting essential health care, education, and life-saving services. They do not
change Maine tax rates and they maintain the Budget Stabilization Fund. With a
future made unpredictable due to the ongoing pandemic, these budgets make good
on the promise of government, which is to protect and support the wellbeing of our
people and institutions.
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Department of Administrative and Financial ~ervices

The Department of Administrative and Financial Services (DAFS) consists of ten
bureaus, a handful of boards and commissions, and more than 1,200 employees
serving the public and all three branches of state government.
The Department has a broad range of responsibilities. We serve as the principal
fiscal advisor to Governor Mills, prepare the state budget, coordinate the financial
planning and programing activities of state agencies, prepare the financial records
of the state, and advise the Maine Legislature on the economic status of the state
and financial statutes of state government.
Additionally, DAFS oversees all aspects of: human resources, including employee
benefits, contract negotiations, recruiting, retaining, training and performance;
information technology services, including cyber security, data management,
application development, project management, technology infrastructure,
accessibility, and network services; maintenance, repairs and capital improvements
of state-owned buildings and grounds; leased space; procurement, contracting and
vendor management; state postal services; surplus property; tax collection, tax law
and tax policy; and fleet management.
Various internal services for state agencies are provided by the Depaiiment,
including review of accounting transactions and procedures and the
implementation of account controls. We also administer the state's lottery
operations, medical and adult use marijuana programs, and the sale of distilled
spirits within Maine's borders.
Today's testimony relates to tax related initiatives as proposed in the biennial
budget.
Bureau of Revenue Services Fund (0885)

On page A-14 is the Bureau of Revenue Services Fund. This is an Internal
Service Fund that contains the revenue and expenditures associated with scanning,
imaging and collections services performed by Maine Revenue Services (MRS) on
behalf of other Maine state agencies. The aimual allocation in this program is
$151,720. The expenditures within this Program are supported entirely by the
agencies for whom work is performed.
There are no new initiatives in this program.
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County Tax Reimbursement (0263)

On page A-16 is the County Tax Reimbursement program. Through this
program, MRS collects motor vehicle and watercraft excise taxes from residents in
the Unorganized Te1Tit01y and redistributes the funds to the respective county
governments to be used for services provided in the Unorganized Territory. The
annual allocation for this Other Special Revenue account is $1.44 million.
There is one initiative in this program that proposes to increase the allocation
by $560,000 per year for an anticipated increase in revenue collected from
taxpayers in the Unorganized Territ01y for motor vehicle and watercraft excise
tax.
Homestead Property Tax Exemption Reimbursement (0886)

On page A-19 is the baseline budget of nearly $90 million annually for the
Homestead Property Tax Exemption Reimbursement program. The purpose of
the program is to offset the effect on local property tax revenues arising from the
municipal exemption of ce1iain homestead prope1iy of qualified Maine residents.
The reimbursements are mandated by Article IV, Pali Third, Section 23 of the
Maine Constitution.
There is one initiative in this program for a $7 .5 million appropriation in FY22 and
$8.2 million in FY23 to conform with Public Law 2019, chapter 343, Pali H,
which increased the individual homestead exemption from $20,000 to $25,000 and
increased the rate of reimbursement to municipalities from 62.5% to 70%.
Maine Board of Tax Appeals (Zl46)

The Maine Board of Tax Appeals, page A-23, is an independent board within
DAFS, established July 1, 2012, and not subject to the supervision of Maine
Revenue Services. The board provides taxpayers with a fair system of resolving
their controversies with MRS and ensures due process. The General Fund baseline
budget of approximately $380,000 in each year suppolis the effotis of the board
including 2 Appeals Officer positions and 1 part time administrative assistant
position. There is also an allocation for an Other Special Revenue Fund of
$45,000 in each year.
There is one initiative in this program reducing General Fund All Other
appropriations by $20,000 in each fiscal year. During the Department's review to
3

identify savings for the FY21 curtailment it was detennined, based on history of
expenditures, that this reduction could be an ongoing initiative.
Mandate BETE -

Reimburse Municipalities (Z065)

On page A-24 is the Business Equipment Tax Exemption (BETE) Mandate
Reimbursement program. The purpose of this program is to reimburse
municipalities for state mandated costs related to the implementation of BETE as
required under Article IX, Section 21 of the Maine Constitution and Title 30-A,
Section 5685 of the Maine Revised Statutes.
There is one initiative in this program that provides an appropriation of $1,403 per
year to reflect the anticipated need, resulting in a total appropriation of $20,500 per
year.
Renewable Energy Facilities Property Tax Exemption (Z296)

On page A-29 is the Renewable Energy Facilities Property Tax Exemption
program. Public Law 2019, chapter 440 enacted a property tax exemption for
ce1iain solar and wind energy equipment facilities in the form of personal prope1iy
and real property. There are two initiatives in this new program.
The first initiative provides an appropriation of $192,500 in FY22 and $1. 7 million
in FY23 to reimburse municipalities 50% of the property tax revenue loss as a
result of the exemption. The reimbursements are mandated by Article IV, Part
Third, Section 23 of the Maine Constitution.
The second initiative provides an appropriation of $22,000 per year to reimburse
municipalities for the mandated cost of complying with the Renewable Energy
Facilities Prope1iy Tax Exemption program as required under A1iicle IX, Section
21 of the Maine Constitution and Title 30-A, Section 5685 of the Maine Revised
Statutes.
Revenue Services - Bureau of (0002)

On page A-30 is the IVIRS baseline budget. It includes a General Fund
appropriation of $44.1 million in FY22 and $44.5 million in FY23 and Other
Special Revenue appropriations of $11.5 million in each year. These
appropriations provide funds for MRS to serve the citizens of Maine by
administering the tax laws of the State effectively and professionally while
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simultaneously collecting the revenues necessary to support Maine government.
MRS collects approximately $4 billion in arnmal revenue for the General Fund and
more than half a billion dollars in Highway Fund and Other Special Revenue.
There are two initiatives in this program.
The first initiative eliminates the allocation for highway use tax evasion projects.
This program was established to use allocated federal highway funds to carry out
highway use tax evasion projects with the Internal Revenue Service. The program
was last utilized in FYI 6.
The second initiative is a deappropriation of $1,714,411 each year of the biennium.
This represents one-time savings through reductions of $423,654 in temporary
staffing, $500,000 in professional services, and $790,757 in other technical staff.
These costs were necessary to conduct due diligence in replacing MRS' antiquated
and varied computer systems with a holistic, modern commercial off the shelf
program, STARS, which stands for State Tax Administration and Revenue System.
The ongoing costs associated with this four-year project are now covered by a
project Certificate of Participation (COP). These funds will be restored in the next
biennial budget to support the COP debt service payments that begin in FY24.
Snow Grooming Property Tax Exemption Reimbursement (Z024)

On page A-32 is the Snow Grooming Property Tax Exemption program. The
purpose of this program is to reimburse municipalities 50% of the prope1iy tax
revenue loss as a result of the exemption for trail grooming equipment registered
with the Department of Inland Fisheries and Wildlife. The reimbursements are
mandated by A1iicle IV, Part Third, Section 23 of the Maine Constitution. The
snow grooming equipment is purchased by local snowmobile clubs and used to
maintain Maine's snowmobile trail system.
The one initiative in this program is a deappropriation of $3,120 per year based
on the calculated amount needed for reimbursements, resulting in a total
appropriation of $26,880 each year.
Tree Growth Tax Reimbursement (0261)

On page A-36 is the Tree Growth Tax Reimbursement program with a baseline
budget of $7.6 million per year. The purpose of this program is to help moderate
municipal property tax rates for municipalities that experience reduced valuations
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due to the mandated use oflower current use values in place of higher ad-valorem
values. The reduced valuation on forestland causes a general shift in local tax
burden to non-classified property because the lower taxable valuation base
produces a somewhat higher property tax rate.
Unlike other property tax reimbursement programs, the Tree Growth Tax
Reimbursement program is authorized by the Constitution and is not subject to the
amendment mandating reimbursement by the State. The State reimburses
municipalities for revenue loss associated with the program. For tax year 2019,
there were approximately 3 .6 million classified acres included in more than 24,000
parcels in municipalities statewide reimbursed through the program.
Although not reimbursed through this program, there are an additional 7 .5 million
acres of classified forestland in the Unorganized Te1Titory.
There are no new initiatives in this program.
Unorganized Territory Education & Services Fund - Finance (0573)

On page A-37 is the Unorganized Territory Education & Services Fund. This
Fund disburses tax revenue assessed on Unorganized Territory properties to the
counties that provide services to the Unorganized Territory. The baseline
allocation in this fund is $20.6 million each year. The Office of the State Auditor
is the fiduciary of the Fund; MRS collects the revenue and makes the distributions
on behalf of the State Auditor.
There are no new initiatives in this program.
Veterans Tax Reimbursement (0407)

On page A-37 is the Veterans Tax Reimbursement program. The purpose of this
program is to diminish the effects on local property tax burdens arising from the
municipal exemption provided for estates of qualified veterans and certain
survivors of a deceased veteran who are eligible based on the qualifying service of
that veteran.
The program reimburses municipalities 50% of the loss in property tax revenue.
The reimbursements are mandated by Article N, Part Third, Section 23 of the
Maine Constitution.
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There is one initiative in this program for an appropriation of $31,670 per year to
accommodate anticipated reimbursements based on increasing mill rates, bringing
the total appropriation to $1.26 million in each year of the biennium.
Veterans' Organizations Tax Reimbursement (Z062)

On page A-38 is the Veterans' Organizations Tax Reimbursement program.
The purpose of this program is to reimburse municipalities for 50% of the loss in
property tax revenue associated with the property tax exemption granted to
veterans' organizations. The reimbursements are mandated by Article IV, Part
Third, Section 23 of the Maine Constitution.
The one initiative in this program is a deappropriation of $5,200 per year based on
the calculated amount needed for reimbursements, resulting in a total appropriation
of$44,800 each year.
Waste Facility Tax Reimbursement (0907)

On page A-38 is the Waste Facility Tax Reimbursement program. The purpose
of this program is to reimburse municipalities for 50% of the loss in property tax
revenue as a result of the exemption provided to certain waste storage facilities.
The reimbursements are mandated by Article IV, Paii Third, Section 23 of the
Maine Constitution. These facilities are constructed solely for the storage of
manure and other wastes generated by animal production. Eligible facilities must
have appropriate plans filed with the Department of Agriculture, Conservation, and
Forestry.
The one initiative in this program is a deappropriation of $1,268 per year based on
the calculated amount needed for reimbursements, resulting in a total appropriation
of $10,920 each year.
PartH
Part H, on page 13 of the language document, modernizes, clarifies and simplifies
the service provider tax law regarding consumer purchases of digital media by
equalizing the tax treatment between the various modes of purchase for sales
occurring on or after October 1, 2021. More broadly, this Part keeps Maine sales
tax and service provider tax aligned with the technology advancements and
consumption shifts in the audio, visual and digital products industry. Nlaine has
historically taxed traditional forms of audio, video and digital media consumption,
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including cable and satellite television and radio, DVD sales and rentals, etc.
Taxpayers have been increasingly accessing the same media content through
online digital streaming services. This is an example of Maine tax law needing to
be adjusted to keep up with changing technology.
The table set out in my printed testimony, prepared by MRS, compares the various
ways digital and audio content are consumed and the way they are currently taxed
in Maine under the sales and service provider taxes. As you can see, Maine taxes
the purchase and rental of video content in a variety of forms - but not in its latest
iteration, digital streaming. Likewise, Maine taxes the purchase of audio content in
a variety of forms (and the rental in limited situations) - but not in its latest
iteration, digital streaming. In other words, the tax code is treating the new
streaming platforms more favorably than similar older distribution models.

Table 1. Maine's current taxation of video and audio media.
hysical Sale

Video
Content

nline Sale
permanent
·ights)

able&

axable (Sales axable (Sales axable (SPT)
ax)
ax)
cable or
atellite TV)
axable (Sales axable (Sales axable (SPT)
ax)
ax)
satellite radio)
(CDs)

Subscription

axable
SPT)

ot Taxable

ot Taxable

Part H of this bill would align the taxation of these various forms of consumption
of essentially the same content by taxing digital audio and video content,
regardless of the method in which it is consumed, by applying the service provider
tax to the sale of digital audio-visual and digital audio services. Paii H applies to
sales occurring on or after October 1, 2021.
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PartR
Part R is on page 21 of the language document. Part R is standard language that
recurs biennially and is submitted to recognize the various tax expenditures that are
included in Maine law. Tax expenditures are defined in Title 36, Section 199-B of
the Maine Revised Statutes, as any provision of state law that results in the
reduction of tax revenue due to the special exclusions, exemptions, deductions,
credits, preferential rates or deferral of tax liability. The Maine State Tax
Expenditure Repo1i, which is prepared biennially, is available online.
https://www.maine.gov/revenue/taxes/tax-policy-office

Office of the Treasurer of the State

The Municipal Revenue Sharing program, which exists to stabilize the municipal
property tax burden and to aid in financing municipal services, is divided into two
programs. The State Municipal Revenue Sharing (I) program and the
Disproportionate Tax Burden (II) Fund. The Office of the Treasurer of the State
processes both Revenue Sharing I and II payments. The monthly revenue sharing
pool is funded by a transfer of a percentage of sales, service provider, personal and
corporate income tax receipts. Municipalities receive funds according to a set
formula that relies on state valuation, tax assessment and population.
Disproportionate Tax Burden Fund (0472)

The Disproportionate Tax Burden Fund, more commonly known as Revenue
Sharing II, can be found on page A-484 of the budget document. There is one
initiative in this program to maintain revenue sharing at 3.75% and adjust for
forecasted revenues. The initiative in this program will be adjusted in a biennial
budget change package to reflect the December 2020 Revenue Forecast as well as
the impact of tax conformity changes, including the Governor's updated Paycheck
Protection Program proposal. The corrected allocation adjustment amount is
$5,378,618 in FY22 and $6,755,218 in FY23. This will result in total allocation
of$31,797,157 in FY22 and $33,173,757 in FY23.
State - Municipal Revenue Sharing (0020)

The State - Municipal Revenue Sharing program, also known as Revenue
Sharing I, is on page A-486. The baseline budget of $117,706,329 represents the
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budgetary authorization for revenue sharing at 3.75% as estimated for fiscal year
2021. There is one initiative in this program to maintain revenue sharing at 3.75%
and adjust for forecasted revenues and tax changes through the biennium. As with
the Disproportionate Tax Burden Fund, the amount in this initiative will be
updated by a biennial budget change package to reflect a reduction of $6,359,739
in FY22 and $1,011,300 in FY23. This will result in a total allocation of
$111,346,590 in FY22 and $116,695,029 in FY23.
The total allocation for municipal revenue sharing, the combination of these two
accounts, will be $143,143,747 in FY22 and $149,868,786 in FY23. After the
Governor's FY21 change packages, the FY21 allocation will be $134,619,456.
Actual expenditures for municipal revenue sharing were $113 .6 million in FY20
and $74.1 million in FY19.
Passamaquoddy Sales Tax Fund (0915)

On page A-485 is the Passamaquoddy Sales Tax Fund. The Fund is established
as an Other Special Revenue account to be administered by the Treasurer of State
for the purpose of returning sales tax revenue to the Passamaquoddy Tribe as
required by Title 36, chapter 213, Section 1815 of the Maine Revised Statutes.
Property Tax Relief Fund for Maine Residents (Z285)

The Property Tax Relief Fund for Maine Residents, on page A-485, includes a
baseline allocation of $206,500. This program was created through Public Law
2019, chapter 448, An Act To Return Funds to Maine Property Tax Payers. The
allocation was intended to fund expenses necessary to provide property tax relief
payments of at least $100 to property taxpayers when such an amount accumulated
in this fund. The Property Tax Relief Fund for Maine Residents was the source for
the $104 checks provided to Maine property taxpayers pursuant to the law I just
referenced. Between January and April of 2020, 309,851 checks totaling
$32,224,504 were delivered to Maine property taxpayers, basically zeroing out the
account. Any outstanding expenses should be finalized in this year.
Part F
Part Fis on page 11 of the language document. Section F-1 repeals the Property
Tax Relief Fund for Maine Residents as established in Title 5, section 1518-A.
Based on this repeal, section F-2, realigns the distribution of excess General Fund
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revenues with 90% going to the Budget Stabilization Fund and 10% going to the
Capital Construction and Improvements Reserve Fund.
Public Law 2015, chapter 267, Part L-8 amended the statute that prioritized year
end transfers, otherwise known as "the cascade", by eliminating the transfer to the
Capital Construction and Improvements Reserve Fund. Prior to this elimination, at
the close of each fiscal year following certain other transfers, 10% of the remaining
excess revenues were transferred to this program to supp01i necessary projects and
improvements related to state owned prope1iies.
It looks like there was an intention to replace this cascade elimination with an
ongoing appropriation and, indeed, $3 million was included in both fiscal year
2016 and 201 7. However, this level of funding was not appropriated beyond
FY17.
For the current biennial budget, there was just the baseline appropriation of
$310,587. In the Supplemental Budget proposed last year, we asked for $3 million
in both FY20 and FY21. We received an additional one time $2 million in FY20.
The $3 million requested for FY21 didn't make it to the emergency change
package or the bill passed last March. Also, there is an Other Special Revenue
account for proceeds from the sale of state buildings and prope1iy, which has spent
down to nearly zero. Although this fund is meant to be used to support
maintenance, deposits are not consistent as sales of state property are infrequent
and are not nearly enough to cover even the basic of routine maintenance and
repairs for the more than tvvo million square feet of space, let alone when we have
an emergency or unplanned event such as a failed system or building envelope
issue. Or the frozen pipe in the State Office Building last year that caused a
flooding issue, and, by the way, may have been caused by cold air flow from
windows that are long overdue for replacement.
As reported last year while working through LD 1969, An Act To Protect State
Workers from Exposure to Carcinogens presented by Representative Harnett, some
of the routine maintenance and upkeep of our state-owned assets has been
neglected. Additionally, general tracking of building (owned or leased) issues and
concerns had been sporadic and somewhat haphazard.
Over the last year, BGS has made a concerted effort to collect and catalog in a
comprehensive file known data related to han11ful contaminants contained in and
around workspaces (both owned and leased), including asbestos, lead, PCB and
mold. This database includes any testing associated with the discovery or
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remediation, such as air and water testing, including post clearance results. We
also include the steps taken to remediate these items. This is an ongoing, dynamic
eff01i and file. We use and track this information to help ensure that facilities are
safe, sanitary and healthy for those who repair, maintain, work in and visit them.
DAFS has also contracted with a vendor to do a separate analysis and inventory of
all state facilities to include "catch up, keep up and build up" maintenance and
renovation information. That work and evaluation is ongoing.
Repair and maintenance funds are needed for: parking garage repairs; plumbing
and electrical issues; roof replacements and repairs; mold, lead, asbestos and water
testing; walkway repairs; septic system maintenance; building envelope repairs;
drainage upgrades; paving improvements and striping; master plan update;
masonry repainting; window replacements; space planning; mechanical system
upgrades; painting, flooring, carpeting, lighting repairs and updates; retaining wall
maintenance; remediation effo1is; and capital asset management planning.
The Depmiment of Administrative and Financial Services has direct responsibility
to ensure the safety and wellness of our state government employees. Our Bureau
of Human Resources' statutory mission is "to establish within state government a
high concern for state employees as people". Our Bureau of General Services
(BGS) is tasked specifically with ensuring "facilities are safe, sanitary and healthy
for those who work in and visit them".
In the FY21 supplemental, we requested a onetime $2 million appropriation. In
another section of the biennial budget, we ask for another onetime $2 million
appropriation for FY22. And then, in FY23, we propose, through this Pmi F
cascade language, to reestablish an ongoing funding source to ensure the proper
maintenance and upkeep of our state's capital assets and the protection of our
state's human assets.
PartG

Pmi G is on page 12 of the language document. This Pali maintains the transfer to
the Local Government Fund (Revenue Sharing) at 3.75% in FY22 and FY23.
Thank you. This concludes my testimony. We are happy to take questions now
and for the work session. Also, I would like to introduce and offer that Henry
Beck, State Treasurer, is here for any questions you may have for the Office of the
Treasurer of the State.
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Municipal Revenue Sharing Calculations
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DEPARTMENT OF FINANCE
CITY OF BANGOR
DEBBIE A LA.URIE
DIRECTOR

Testimony Before the Joint Standing Committees on Appropriations and Financial Affairs and
Taxation Regarding LO 221 "An Act Making _Unified Appropriations and Allocations for the
Expenditures of State Government,-General Fund ... for the Fiscal Years Ending June 30, 2022
and June 30, 202.3"
February 19, 2021
Senator Breen, Representative Pierce, Senator Chipman, Representative Terry and
distinguished members of the Joint Standing CommittE?es on Appropriations and Financial
Affairs and Taxation, this testimony is being submitted electronically on behalf of the City of
Bangor, in support of particular aspects of LO 221; namely Revenue Sharing and the
Homestead Exemption remaining level.
For more than a decade, 'municipalities and local property taxpayers have endured and survived
the crash ofthe housing market, the last recession and significant cost shifts and were a~ long
last n~aring recovery, when the COVIO 19 pandemic hit. Positons have been eliminated,
services have been cut, wages have been stagnant and property values have declined but
expen~es aod the cost ·of living have steadily increased. In addition, municipalities, particularly
service center communities like Bangor, have had to deal with an increase in homelessness,
substance a_buse and mental health concerns which are cleaFly impacted by statewide policy
decisions.
For the past year the pandemic has exacerbated the situation as municipalities have been
disproportionately impacted. The vast majority of our workers were deemed essential from day
one. We remained open and available to our citizens throughout albeit at times in a different
manner. While certain functions were supported by federal funding, the vast majority were not.
We had to redirect significant public safety, public health, code enforcement among others to
provide guidance, services, resources and support to our citizenry.
According to Title 30A § 5681, State Municip;3I Revenue Sharing, the Legislature found that: the
principal problem of financing municipal services is the burden· on the property tax; and to stabilize
the municipal property tax burden and to aid in financing all municipal services, it is necessary to
provide funds from the broad-based taxes of State Government. Revenue Sharing II was enacted
later to recognize the increased financial burden faced by service center communities.
State Municipal Revenue Sharing is truly a partnership. The efforts of the municipality result in
revenues to the State. In turn, the State provides a small percentage of the revenues collected to aid
in financing municipal services. . Unlike other State appropriations, Revenue Sharing is tied to actual
collections, so municipalities share in the ups and downs of the actual tax receipts. In the pandemic

73 HARLOW STREET, BANGOR. ME 04401
TELEPHONE: (207) 992-4260
FAX: (207) 945-4446
WWW.BANGORMAINE.GOV

environment, Mainers have shifted much of their shopping to on line platforms, which the State collects
sales tax on. However, municipalities are still working to support the brick and mortar stores by any
means possible to ensure their survival.
The Homestead exemption reimbursement is critical to all our taxpayers. First the program
treats all residential taxpayers equally. Second, as the State reimburses municipalities for this
exemption it does not create a tax-shift to our local businesses.
While the City of Bangor is testifying in support of the proposed budget that maintains the
current Revenue Sharing and Homestead levels, we also ask you to keep in mind during this
session that municipalities simply cannot absorb any more unfunded mandates or cuts to local
revenue streams. We also encourage you to move toward reinstating the full 5% Revenue
Sharing, fully fund any new or proposed changes to local tax relief programs and share with
your local partners any additional COVID relief funding that may be received.
We believe that the solution to overall economic vitality within our State is to have more
collaboration between municipalities and the state. This collaboration needs to provide the
opportunity for municipalities to participate in decision and direction and to ensure that we are
properly reimbursed for our roles in achieving statewide priorities.
Thank you for your time and attention. If there is any additional information we can provide
please feel free to contact us.
Dan Tremble, Council Chair
Catherine Conlow, City Manager
Debbie Laurie, Finance Director

dan.tremble@bangormaine.gov
cathy.conlow@bangormaine.gov
debbie.laurie@bangormaine.gov

Gregory Dugal
HospitalityMaine

LD42

Senator Breen, Representative Pierce, Senator Chipman, Representative Terry and
distinguished members of the Appropriations and Financial Affairs and Taxation
Committees, my name is Greg Dugal, and I am here today representing
HospitalityMaine and our over 1000 restaurant and lodging members to offer
perspective on the importance of tax conformity when it comes to Paycheck
Protection Program (PPP) loan forgiveness, seemingly LD 42. The industry has
suffered immeasurable loss throughout the pandemic as I know you are keenly aware.
Every one of you has a restaurant or lodging property in your district and I am sure
you have all heard from a few about their losses.
Numbers that can be measured in relation to this are those released monthly by Maine
Revenue Services and the Maine State Economist that peg the losses to the restaurant
industry at 27%, through November, and lodging properties down 37% for the same
time period. As a point of perspective, most restaurants operate on thin margins or a
bottom line of 3-5%. This does not reconcile well with a 27% loss. Lodging sales
were down 7% in 2009. It was the first year in my working hospitality life that there
were negative numbers for Maine's tourism industry and that 7% loss forced many
hospitality businesses to fail or seek Chapter 11 bankruptcy protections. If not for PPP
and Maine Economic Recovery Grants (MERG) grants, half of our industry would no
longer exist in 2021. The losses from 2020 are over 5 times greater than that fateful
year of 2009 and the Great Recession.
In this devastating economic time, the one thing we all know for sure, is that small
businesses should not be receiving unexpected income tax bills of a thousand dollars
or more, based on a rescue loan forgiven by the Federal government. This would
come at a time in the 2nd quarter when they have no cash reserves and little to no
income since the weather started turning colder in October and outdoor dining
disappeared. It will also be the time when they will need to be able to have money on
hand to purchase supplies for reopening or ramping up for the upcoming busier
summer and fall seasons and perhaps the end of the pandemic.
Make no mistake that this is a one-time fix. Remember that the Maine Economic
Recovery Grants were also taxable, so the source for a potential final nail in the coffin
is not subject to only this one issue. For many the MERG grant brought $26,000 at the
end of the year. Though we are eternally grateful for all the funds provided to us, for a
medium sized restaurant that may be the gross for a week, not enough to make it to
May or June. Revenue streams have diminished, and many fixed costs remain the
same and, in some cases, have increased, so what seems to be a sizable sum of money
is spent rather quickly just paying fixed costs including income taxes. Please know
that we are very appreciative of both Federal and State funds that have been directed
to the hospitality industry but incurring an additional cost of any type at this time
could be the final straw for some businesses.
Having no idea what the original plan or the change package introduced today would be, we
have not taken a position on this portion of the actual bill, though we would support a plan to
close the gap between this proposal and actual conformity with the Federal handling of PPP
tax forgiveness to as close as possible. Thank you for your time and best of luck with your
deliberations.

45 Melville Street, Augusta, Maine 04330

Senator Breen, Representative Pierce, Senator Chipman, Representative Terry and
distinguished members of the Appropriations and Financial Affairs and Taxation
Committees, my name is Greg Dugal, and I am here today representing
HospitalityMaine and our over 1000 restaurant and lodging members to offer
perspective on the importance of tax conformity when it comes to Paycheck
Protection Program (PPP) loan forgiveness, seemingly LD 42. The industry has
suffered immeasurable loss throughout the pandemic as I know you are keenly
aware. Every one of you has a restaurant or lodging property in your district and I
am sure you have all heard from a few about their losses.
Numbers that can be measured in relation to this are those released monthly by
Maine Revenue Services and the Maine State Economist that peg the losses to the
restaurant industry at 27%, through November, and lodging properties down 37%
for the same time period. As a point of perspective, most restaurants operate on thin
margins or a bottom line of 3-5%. This does not reconcile well with a 27% loss.
Lodging sales were down 7% in 2009. It was the first year in my working hospitality
life that there were negative numbers for Maine's tourism industry and that 7% loss
forced many hospitality businesses to fail or seek Chapter 11 bankruptcy
protections. If not for PPP and Maine Economic Recovery Grants (MERG) grants, half
of our industry would no longer exist in 2021. The losses from 2020 are over 5
times greater than that fateful year of 2009 and the Great Recession.
In this devastating economic time, the one thing we all know for sure, is that small
businesses should not be receiving unexpected income tax bills of a thousand
dollars or more, based on a rescue loan forgiven by the Federal government. This
would come at a time in the 2nd quarter when they have no cash reserves and little
to no income since the weather started turning colder in October and outdoor
dining disappeared. It will also be the time when they will need to be able to have
money on hand to purchase supplies for reopening or ramping up for the upcoming
busier summer and fall seasons and perhaps the end of the pandemic.
Make no mistake that this is a one-time fix. Remember that the Maine Economic
Recovery Grants were also taxable, so the source for a potential final nail in the
coffin is not subject to only this one issue. For many the MERG grant brought
$26,000 at the end of the year. Though we are eternally grateful for all the funds
provided to us, for a medium sized restaurant that may be the gross for a week, not
enough to make it to May or June. Revenue streams have diminished, and many
fixed costs remain the same and, in some cases, have increased, so what seems to be
a sizable sum of money is spent rather quickly just paying fixed costs including

hospitalitymaine.com
lnfo@,hospltalitymalne.com
(207) 623-2178

45 Melville Street, Augusta, Maine 04330

income taxes. Please know that we are very appreciative of both Federal and State
funds that have been directed to the hospitality industry but incurring an additional
cost of any type at this time could be the final straw for some businesses.
Having no idea what the original plan or the change package introduced today
would be, we have not taken a position on this portion of the actual bill, though we
would support a plan to close the gap between this proposal and actual conformity
with the Federal handling of PPP tax forgiveness to as close as possible. Thank you
for your time and best of luck with your deliberations.
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Maine Center for
Economic Policy

Mailing: PO Box 437
Street: 1 Weston Court, Suite 103
Augusta, ME 04332
Tel: 207.622.7381
www.mecep.org

Testimony Against Part G of LD 221
February 19, 2021

Good morning Senators Breen and Chipman, Representatives Pierce and Terry, and members
of the Appropriations and Taxation committees. My name is Sarah Austin. I'm a policy analyst
at the Maine Center for Economic Policy and I am here to testify on Part G of the proposed
biennial budget.
The Municipal Revenue Sharing law requires the state to distribute 5 percent of state sales and
income tax revenues to Maine's towns and cities. This funding supports local services such as
libraries, parks, public safety, and road maintenance while reducing pressure on property
taxes.
In nearly every budget for three and a half decades, the state made good on that commitment
to our communities. But in 2009, the Legislature slashed revenue sharing. Funding was cut
again and again in subsequent years, leaving communities to raise mil rates, cut local services,
or both. In the last 10 years, lawmakers have cut $700 million from the revenue sharing
program.i
While previous cuts to Municipal Revenue Sharing were scheduled to expire this year, Part G of
the budget proposal before you would extend the cuts for another two years. Part G
shortchanges Maine's communities by $90 million over the two-year budget period,
committing only 3.75 percent of revenues rather than the statutory 5 percent to municipalities.
In 2011, 2015, and 2017, income tax breaks that disproportionately benefitted the highest
income households cut into state revenues and Municipal Revenue Sharing, along with
education funding, paid the price of those tax cuts.
Maine's income tax code is raising $430 million less per year compared to 2010 income tax
rules. Additionally, in 2017, legislators repealed a voter-approved tax increase on the top 2
percent of households that would have raised $160 million per year in income tax revenues
approved by Maine voters.ii While this budget plan does not propose any new income tax cuts,
it embraces the existing problems in our tax code and, as a result, is unable to fund our most
basic commitments to schools and communities.
Municipal Revenue Sharing supports jobs in our local communities, and every cent that our
towns and cities are denied because of inadequate tax policy increases the risk that teachers,
first responders, and other middle-class workers will lose their jobs. This dynamic is not

theoretical: Local governments saw a drop in revenues over the summer as a result of the
pandemic, and by December of 2020, local governments employed 4,400 fewer people than in
December of 2019.m In an already weakened labor force, it is essential that the Legislature
invest in protecting jobs.
Without a plan to raise revenue our communities will continue to lag, cash-strapped, for the
foreseeable future. We urge the committees to reject the proposed cuts to Municipal Revenue
Sharing and seek fair and sustainable revenue to restore state funding to communities.
; Sarah Austin. Maine needs progressive revenue solutions to build a stronger, fairer future. Maine Center for
Economic Policy, January 2021. http,c;://www.mecep.org/wp-content/uploads/2021 /01 /MECEP-2021Revenue-Options-Report.pdf
ii Both figures provided to MECEP by the Institute on Taxation and Economic Policy, December 2018
iii Glenn Mills. Workforce Conditions Through December. Center for Workforce Research and Information.
February 12, 2021
https://www.maine.gov/la bor-/cwri/publications/pdf/CEFCFeb2021 .pdf

Testimony of
John Eldridge, Town Manager
Town of Brunswick, Maine
Before the
Committee on Appropriations and Financial Affairs
State Municipal Revenue Sharing
February 19, 2021

Senator Breen, Representative Hill, Members of the Committee on Appropriations and Financial Affairs:
My name is John Eldridge and I am the Town Manager of the Town ofBmnswick, Maine. I am speaking
today at the direction of the Bmnswick Town Council and its support for restoring the Revenue Sharing
program to the five percent level required by law.
Beginning in 1972, and for nearly fifty years, the State has had a revenue sharing program that has
distributed a portion of state income and sales taxes to Maine's municipalities. During many of those
years, the percentage of state taxes distributed was five percent, or slightly more. On only three
occasions, between 1972 and 2006, did the State fail to meet its commitment to fund the program as
required. However, beginning in 2006, the State began a 16-year period in which it annually reduced
funding for the revenue sharing program. What started as an extraordinary, tempora1y measure to meet
budget shortfalls in dire economic times evolved into a de-facto appropriation in the State budget process.
We estimate that since 2010 these raids on revenue sharing have cost Bmnswick property taxpayers more
than $14 million dollars.
We cite the hist01y ofrevenue sharing and the last sixteen years' experience to share with you the
fmstration we, and all municipalities, face delivering vital services with most of our funding coming via
the regressive and burdensome property tax. We appreciate the increased funding provided over the last
two years and the commitment to return to full funding. While we understand the financial challenges
created by the pandemic, as we face them too, the failure to restore full funding is disappointing. As the
budget works its way towards enactment, we urge you to make full funding a priority, especially if the
federal government provides additional stimulus funds to the states.
Municipalities play a vital role in Maine's economic well-being. In many ways, they are the backbone of
Maine's economy. We provide roads, infrastmcture, and services that allow businesses to hire employees
and conduct commerce, activities that generate income and sales taxes. For many years revenue sharing
returned five percent of those funds to municipalities, in recognition of that vital role and the need for
property tax relief. When state government fails to fully fund revenue sharing, it continues to put
municipalities in the position of cutting vital services, or raising the property taxes of people already
straining to meet that burden. We urge you to recommend funding revenue sharing at five percent, a
level that respects the hist01y of the program, respects municipal contributions to the state economy, and
provides a measure of relief to property taxpayers.
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COUNCIL OF GOVERNMENTS

February 19, 2021

Senator Cathy Breen, Senate Chair
Representative Teresa Pierce, House Chair
Joint Standing Committee on Appropriations and Financial Affairs
100 State House Station
Augusta, Maine 04333-0100
Re: LD 221, An Act Making Unified Appropriations and Allocations for the

Expenditures of State Government-Part G, Municipal Revenue Sharing and
Municipal Reimbursement for the Homestead Exemption program
Senator Breen, Representative Pierce, and Members of the Appropriations
Committee;
Please accept this letter on behalf of the Greater Portland Council of Governments
(GPCOG) in full support of LD 221, An Act Making Unified Appropriations and
Allocations for the Expenditures of State Government - Part G, Municipal Revenue

Sharing and Municipal Reimbursement for the Homestead Exemption program
GPCOG serves 30 municipal members, from Sebago Lake to Casco Bay, including
Saco, Biddeford, Arundel, and Old Orchard Beach through the Portland Area
Comprehensive Transportation System (PACTS).
As we serve our municipal members we have gained first-hand experience with the
extraordinary number of services our members provide to Maine people. Those
services continue to increase in cost and complexity, particularly as our
communities manage many essential responses to the pandemic.
The Governor's biennial budget increases municipal revenue sharing to 3.75% for
both budget years, moving Maine closer to the historic 5% revenue sharing level. We
appreciate the Governor's proposed increase, support it, and urge you to continue
moving toward 5% revenue sharing as fast as practicable.
The Governor also proposes to allocate roughly $97 million in both years of the
biennium to continue 70% municipal reimbursement for the lost property tax
revenue associated with the $25,000 Homestead Exemption program. GPCOG also
appreciates and supports this biennial budget provision which further supports
municipal fiscal capacity to serve Maine people.
Both municipal budget provisions in the Governor's budget provide essential fiscal
partnership between the State of Maine and Maine's local governments. By doing so
they support the continued provision of critical services to Maine people by their
local governments.

Helping communities thrive and prosper in the Greater Portland and Lakes Region
970 Baxter Blvd., Suite 201 • Portland, Maine, 04103 • Tel. (207} 774-9891 • www.gpcog.org
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COUNCIL OF GOVERNMENTS

The Governor's budget reinforces the state-local partnership, and we are greatly
appreciative of her efforts, and yours, to strengthen that relationship and work
together to serve Maine people.
We urge you to support passage of the municipal revenue sharing and Homestead
reimbursement provisions in the Governor's biennial budget. Please let me know if
GPCOG can do anything else to support your consideration and passage of this
important part of the Governor's biennial budget.
Sincerely,

Chris Hall
General Counsel and Director of Regional Initiatives
Greater Portland Council of Governments

Helping communities thrive and prosper in the Greater Portland and Lakes Region
970 Baxter Blvd., Suite 201 • Portland, Maine, 04103 • Tel. (207) 774-9891 • www.gpcog.org

HOUSE OF REPRESENTATIVES
2 STATE HOUSE STATION
AUGUSTA, MAINE 04333-0002
(207) 287-1400
TTY: (207) 287-4469

Thom Harnett
52 Marston Rd
Gardiner, ME 04345
Thom.Hamett@legislature.maine.gov

February 19, 2021
Good afternoon, Senator Breen, Representative Pierce and members of the Appropriations and Financial
Affairs Committee. My name is Thom Harnett, and I represent the residents of District 83, which
includes the Town of Farmingdale and the City of Gardiner. I am here today to discuss the funding for
municipal revenue sharing in the Governor's proposed biennium budget.
Immediately before joining the Legislature in 2018, I served as the mayor of Gardiner for six years and
as a City Councilor for a year before that. Throughout all of that time, I have consistently advocated for
municipal revenue sharing at the long agreed to amount set in statute by the state of 5 percent. I will
continue to do so.
Today I am here to speak for my constituents and municipalities throughout Maine. Moving forward, I
hope to speak for a non-partisan Municipal Caucus that I know will inchide State Senators and members
of the House of Representatives. We have been and will continue to be a non-partisan group.
As mayor, I saw first-hand the devastating impacts that the continued underfunding of revenue sharing
had on our communities, our property tax payers, the services we can provide to our friends and
neighbors, our municipal employees, our local economies, our schools and our public safety throughout
the state of Maine. What I saw and continue to see is not pretty.
I have included an overview of statewide numbers regarding the recent funding history and a detailed
description of those for Farmingdale and Gardiner, taking the revenue sharing received by the towns in
my district and subtracting that amount from what they would have received if revenue sharing was fully
funded at 5 percent. These figures are substantial, and that loss of revenue must be made up elsewhere.
In essence, municipalities are drowning in red ink.

Revenue Sharing Difference FY 2006 to FY 2019
2006

2008

2007

$2,335,918

$6,951,935

2013

2014

$44,267,343

$73,306,246

I

2009

$2,695,409

2015

I

$2,709,371

2016

2010

2011

I $19,109,499 I $3s,210,2s4 I
2017

2018

2012
$40,350,000

2019

I $85,949,391 I $93,854,827 I $90,704, ns I $96,316,645 I $100,802,250

Total
$694,623,813

*Source: Office of Fiscal and Program Review
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House District 83 Revenue Sharing Difference FY 13-20

Year

Gardiner

Farmingdale

Revenue Sharing difference

Revenue Sharing difference

12-13

$153,392

$34,946

13-14

$650,135

$151,583

14-15

$600,303

$151,878

15-16

$601,215

$165,925

16-17

$586,450

$160,618

17-18

$616,595

$177,507

18-19

$647,947

$199,889

19-20

$437,926

$139,810

total

$4,293,963

$1,182,156

*Source: Office ofthe Maine State Treasurer

The decrease in revenue sharing has taken hundreds of millions of dollars away from local economies.
This impact is exacerbated by the additional amount of money that property taxpayers are forced to shift
from their disposable income to keep municipalities afloat. COVID-19 has made matters even worse.
As is always the case, the numbers, while meaningful, do not tell the entire story because they do not
reflect the consequences that the underfunding of revenue sharing has had on so many families
throughout Maine. As mayor I saw too many residents, friends and neighbors come before City Council
and tell us what the ever-increasing property taxes they are paying are having on their lives and the lives
of their families. I sat in executive sessions where those residents, friends and neighbors came asking for
poverty abatements because they could no longer pay their property tax bill. I sat and listened to too
many people, often seniors on fixed incomes, tell us how they were forced to decide whether to fill a
grocery cart, fill a prescription, fill an oil tank or pay their property taxes.
When they come before us, they were often embarrassed and humiliated for having to share their deeply
personal experience in a public way. When they come before us, they were afraid; afraid they were
going to lose their homes; homes that may have been in their families for generations. In most instances
these folks had paid their taxes in full and in a timely fashion for decades. They had played by the rules
only to have the rules changed in a way that was beyond their control and placed those on fixed or
limited budgets in fear of losing their homes and dreams. This was and is neither fair nor just. As a state,
we can, and must, do better.
Municipal leaders face three choices when crafting budgets every year in the face of underfunded
revenue sharing from the state. They can raise mill rates and property taxes, decrease needed services or
dip into fund balances if they have them. In Gardiner, and I imagine throughout the state, they have done
all three. That method of budgeting is simply not sustainable.
No community can grow and prosper, or maintain and increase population, in the face of decreased
public services, including public safety services such as police and fire, while raising property taxes. It

2

just does not work. We must do something to stop this financial assault on the municipalities that are the
fabric of Maine. That is what I am asking you for today.

I acknowledge that we made great progress in the 129th by increasing revenue sharing from 2 percent
to 3 percent and then to 3. 75 percent. In the face of this pandemic, where so many property taxpayers
are struggling with job loss, reduced income and other challenges, now is not the time to continue to
fail to live up to our promise offull revenue sharing at 5 percent. Our friends, neighbors, small
businesses and their communities are struggling like never before. Now more than ever is the time to
do what we all know is right- fully fund revenue sharing.
I am here today asking you to restore revenue sharing to the statutorily required level of 5 percent. The
impacts of the historic reduction of that amount by as much as 60 percent have been nothing short of
devastating. The future of municipalities and their residents throughout Maine, if these funds are not
restored, is very bleak.
Thank you for your time and attention. I would be happy to answer any questions.

3

House District 83: Revenue Sharing Received Compared to if Revenue Sharing was at 5%
Gardiner

Year
12-13
13-14
14-15
15-16
16-17
17-18

Revenue Sharing Received Revenue Sharing%
$613,568
4%
$433,423
2%
$400,202
2%
$400,810
2%
2%
$390,967
$411,064
2%

If 5% was in effect
$766,960
$1,083,558
$1,000,505
$1,002,025
$977,417
$1,027,659
total

Revenue Sharing difference
$153,392
$650,135
$600,303
$601,215
$586,450
$616,595
$3,208,090

If 5% was in effect
$174,732
$252,638
$253,130
$276,542
$267,697
$295,845

Revenue Sharing difference
$34,946
$151,583
$151,878
$165,925
$160,618
$177,507

total

$842,457

Farmingdale

Year
12-13
13-14
14-15
15-16
16-17
17-18

Revenue Sharing Received Revenue Sharing%
$139,786
4%
$101,055
2%
$101,252
2%
$110,617
2%
$107,079
2%
$118,338
2%
*Source: Office of the Maine State Treasurer

.p,

Revenue Sharing FY 2006 to FY 2019
Fiscal

Statutorily

Year

Required

2006

$

2007

Actual
Receipts

123,722,881

$ 121,386,963

128,330,756

1211378,821
_' -="'''''~"'

Difference

(2,335,918)

$

(6,95t93S)
~

"

2008

135,819,468

133, 124;059

(2,695,409)

2009

135,468,528

132,759,157

(2,709,371)

2010

131,202,116

112,092,617

(19, 109A99}

2011

124,479,621

89,209,367

(35,270,254)'}'.·

2012

134,350,000

94,000,000

(40,350,000)

2013

138,102,675

93,835,332

(44,2671343)

2014

138,306/246

65,000,000

(73,306,246)

2015

146,678,003

60)28,612

(85;949,391)

2016

156,424,711

62,569,884

(93,854,827)

2017

155,174,541

64A69J16

(90,704,725)

2018

164,527,742

68,211,097

(%,316,645)

2019

172,003,750

71,201,500

(100,802,250)

Total

$ 1,984,591,038

$ t289,967,225

.

s

.

(694,623,813)

Source: Office offiscal and Program Review
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Sandra Carder
Gray

TO Members of the Appropriations and Financial Affairs and Taxation Committees:
I am writing to both support and request a change in the proposed amount of state
sales and income tax revenue shared with municipalities. As currently proposed,
FY22 will be set to 3. 75% to maintain the gains made in the last Legislative cycle.
While this is understandable given the current economic crisis and is more
appropriate than a reduction, I ask that the Committee consider increasing this
percentage to 4.0% for FY 23. The progress made in the last cycle was critical in
stabilizing budgets for Municipalities especially in this past budget year.
Local property taxpayers have carried a heavy load for years, as Municipalities have
waited for the revenue sharing to reach the 5% level. Municipalities have received
limited funds to address COVID related impacts and will experience delays with
reimbursements for expenses. Capital Improvement projects and purchases were cut
and/or delayed to avoid cutting deeper into staffing and services reductions during last
year's budget cycle. This CIP activity will be critical to restarting and recovering the
economy in Maine. Municipalities were able to hold the line with property tax
increases last year, for the most part, but that will be extremely difficult this year.
We are all facing these realities with the FY22 budget preparations. Holding steady at
3.75% rather than falling backwards is impo1tant and appreciated; however, I ask that
the progress in moving towards the 5% target not be stalled for 2 full years. Please
consider increasing the FY23 revenue sharing to 4%.
Thank you for your consideration.
Sandy Carder
Gray Town Council Chair
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Association
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Testimony of the Maine Municipal Association
In Support of Part G of
LD 221, An Act }.faking Unified Appropriations and Allocations for the Expenditures of State
Government, General Fund .. .for the Fiscal Years Ending June 30, 2022 and June 30, 2023
February 19, 2021

Senators Breen and Chipman, Representatives Pierce and Terry and members of the
Appropriations and Taxation Committees. My name is James Gardner, Jr. I am the town
manager in Easton and the President of the Maine Municipal Association. Thank you for the
opportunity to testify in favor of the revenue sharing provisions found in Part G ofLD 221 on
behalf of the Maine Municipal Association.
Revenue sharing is an important source of funding for municipal governments.
Not only does the program reduce the burdens placed on property taxpayers, the sharing
of these state revenues recognizes, in part, the pressures unfunded and partially funded mandates,
place on communities. But most importantly, the program reinforces the state-municipal
partnership.
During the last 11 months, under the stress of a pandemic that impacted communities
across the state, the strength of that relationship was put to the test. Municipal leaders rose to the
challenge. With guidance provided by state agencies municipal officials efficiently conducted
safe and secure town meetings, elections and adopted budgets necessary to seamlessly provide
needed municipal services. Our local law enforcement, code enforcement and health officers
were the eyes and ears for the state. We implemented programs to educate residents, businesses
and guests about the safety provisions in place. We also opened up our parks and recreational
programs to help parents deal with childcare. To this day, municipal officials remain open to
helping the state in every way possible.
In return, members of the Governor Mills' Administration provided us with the tools,
guidance and revenues necessary to accomplish those tasks.
Furthermore, municipal officials believe Governor Mills' proposal to keep the amount of
state sales and income tax revenue shared with municipalities at 3.75% is validation of the
strengthened state-municipal partnership.
Taking into consideration that the state is facing its own funding shortfalls and
challenges, municipal officials commend the governor for not taking the easy way out. This

budget does not repeat history by using revenue sharing dollars to fill state funding gaps, for
which we are grateful.
However, we need to continue to make progress on the path toward 5%.
For this reason, on behalf ofMMA and its 484 member communities, I urge the members
of the Appropriations and Taxation Committees to find avenues for increasing the amount of
state sales and income tax revenue shared with communities this year and next.
While municipal leaders understand that federal revenue may be distributed to states and
municipalities in the near future, that aid will help communities, businesses, residents and
families begin to heal from the fiscal and physical stresses associated with the pandemic. Setting
a clear path toward 5% will help municipalities sustain programs and the delivery of mandated
and desired services well into the future.
In closing, I want to thank you for your time and consideration of the municipal
perspective on this issue.
I also want to point to the materials attached to this testimony.
The first is a copy of a COVID financial impacts report that was shared with the
Appropriations Committee last August. The second document provides a history of the revenue
sharing program. Finally, the third is a copy ofMMA's 2021 Federal Issues Paper, which
spotlights the municipal response to the ongoing public health crisis. In that paper you will read
examples of how municipal leaders from seven towns and cities stepped-up to the challenge to
protect their communities.

If you have any questions, please do not hesitate to contact Kate Dufour at
kdufour@memun.org or 1-800-452-8786. Kate will be available to you at your work sessions
should you need more information.

LEGAL SERVICES FOR THE ELDERLY, INC.
5 Wabon Street, Augusta, Maine 04333
(207) 621-0087 • Fax (207) 621-0742
Offices in Augusta, Bangor, Lewiston, Portland, and Presque Isle

•••
LSE Helpline 1-800-750-5353 (VoiceffTY)
www.mainelse.org

February 19, 2021
Testimony of Leo J. Delicata, Esq., Legal Services for the Elderly, regarding
Language Part F ofL.D. 221 An Act Making Unified Appropriations and
Allocations for the Expenditures of State Government, General Fund and
Other Funds and Changing Certain Provisions of the Law Necessary to the
Proper Operations of State Government for the Fiscal Years Ending June 30,
2021, June 30, 2022 and June 30, 2023 before the Joint Standing Committee
on Appropriations and Financial Affairs
Senator Breen, Senator Chipman, Representative Pierce, Representative
Terry and members of the Joint Standing Committees on Appropriations and
Financial Affairs and on Taxation
Legal Services for the Elderly (LSE) is a nonprofit legal services
organization that was formed in 1974. Our mission is to provide free legal
assistance to Maine's older adults when their basic human needs are
threatened. Today I would like to offer information about the tax initiative
described on page 11 Part F of the Language part of this Budget.
Part F eliminates the Property Tax Relief Fund and its place in the
"Cascade". We believe that this initiative presents an opportunity for using
those funds for a similar but more targeted way at least for the next three
years.
As you know, this fund accumulated over 32 million dollars over a seven
year period and was finally "triggered" to disburse a payment of $100 to
homestead property tax payers. This fund currently holds $206,500 as
indicated on page A-485. If eliminated, Part F transfers the remaining
balance of the Property Tax Relief Fund for Maine Residents to the General
Fund unappropriated surplus.
When the second session of the 129th Legislature adjourned, LD682 one of
the bills unanimously passed by the Taxation committee and advanced by
1

preliminary unanimous votes in the House and Senate, was left waiting
funding from the "Appropriations Table". This bill was titled "An Act To
Provide Seniors and Certain Persons with Disabilities Assistance with
Property Taxes through the Deferral of Those Taxes". It was sponsored by
then Representative and now Senator Bailey and it revived and amended the
dormant Deferred Collection of Homestead Property Taxes program
(informally still referred to as the Elderly Tax Deferral Program).
This program still exists in the Title 36, Chapter 908 of the Maine Revised
Statutes. It was suspended as a result of a legislative amendment during a
recession in 1991 but the State received the deferred repayments of the tax
payments it made on behalf of program participants until about five years
ago. At that time the last repayment was received from the estate of the last
participant left in the program. It is worth mentioning that everyone who
participated in the program met their repayment obligation. Nobody
defaulted. Subsequently the Treasurer's office had a small amount left in
that account and the account was closed but the Statute was never repealed.
Similar to the Property Tax Relief Fund, the dormant Deferred Collection of
Homestead Property Taxes program was funded with an initial appropriation
to a dedicated revolving account in the Treasurer's Office. Like the Property
Tax Relief Fund it was also enacted to provide tax relief but it was more
specifically directed to help older or disabled homeowners pay their property
taxes. Rather than simply returning a small sum to a homeowner it operated
as a specialty reverse mortgage program. As such, it was designed to pay
municipalities or unorganized territories the taxes owed by older Maine
people who met certain income and asset guidelines. Those "loans" were
secured by a lien on the home and the loan proceeds were repaid with
interest to the State of Maine when the homeowner, sold, died or
permanently moved.
Part F of this Budget presents an opportunity to fund the old Deferred
Collection of Homestead Property Taxes program by repurposing the
Property Tax Relief Fund. The dormant but legally existing program can be
reanimated with an amendment that ends its suspension or with the language
in Senator Bailey's bill from the 129th . To be sure, the effective date should
be chosen with the reality in mind that an initial appropriation must be
enough to meet the demands on the program before repayments to the
program's dedicated account make it self-sustaining. The fiscal note for LD
682 estimated a cost of approximately 5 .5 million dollars over a three year
2

period. That figure may require an upward adjustment but given the rate at
which funds accumulate in the Treasurer's Property Tax Relief Fund
account three years may be sufficient.
Thank you for letting us share these comments with you. Please let us know
if you have any questions or need more information.
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MacMaster, Marianne
From:
Sent:

To:

Cc:
Subject:
Attachments:

Dawson, Maureen
Monday, March 15, 2021 11 :12 AM
Legislature: Committee on Appropriations and Financial Affairs
'.jlmartin@maine.edu'; Millett, Sawin; Patty; Donna Bailey
DAFS Responses to Questions from TAX VLA and SLG Biennial Budget Hearings
Responses to Joint Cmte Questions 03 11 2021.pdf; Human Resources Management
System_Summary_Jan2021.pdf; Letter to Workday 02 25 2021.pdf

From: Merrow, Jennifer <Jennifer.Merrow@maine.gov>
Sent: Thursday, March 11, 2021 2:12 PM
To: Shorey, Mandy <Mandy.Shorey@legislature.maine.gov>; McGowan, Cheryl
<Cheryl.McGowan@legislature.maine.gov>; Page, Avery <Avery.Page@legislature.maine.gov>; Montell, Karen
<Karen.Montell@legislature.maine.gov>
Cc: Dawson, Maureen <Maureen.Dawson@legislature.maine.gov>; Caswell, Lynne
<Lynne.Caswell@legislature.maine.gov>; Jones, Julie <Julie.Jones@legislature.maine.gov>; Stocco, Janet
<Janet.Stocco@legislature.maine.gov>; Figueroa, Kirsten <kirsten.figueroa@maine.gov>; Boyden, Jenny
<jenny.boyden@maine.gov>; Trundy, Anya <anya.trundy@maine.gov>; Goldsmith, Kelsey
<kelsey .go ldsm ith@ma i ne .gov>
Subject: Responses to Questions from recent Joint Committee Hearings

Good afternoon Mandy, Cheryl, Avery and Karen,
On behalf of Commissioner Figueroa, please find responses to questions asked during recent joint committee hearings
attached for distribution to your respective committee members. Also attached to this e-mail is information previously
provided to the State and Local Government Committee regarding Workday as well as the February 25 th letter to
Workday.
Thank you,
Jennifer Merrow I Dept. of Administrative & Financial Services
Assistant to the Commissioner
(o) 207.624.7811
(e) jennifer.merrow@maine.gov

1

STATE OF MAINE
DEPARTMENT OF ADMINISTRATIVE & FINANCIAL SERVICES
BURTON M. CROSS BUILDING, 3RD FLOOR

78

STATE HOUSE STATJON
AUGUSTA, MAINE 04333-0078

SERVING THE PUBLIC AND DELIVERING ESSENTIAL SERVICES TO STATE GOVERNMENT

KIRSTEN LC FIGUEROA
COlv1MISSIONER

JANETT. MILLS
GOVEfu"\/OR

March 11, 2021

To:

Members of the Joint Standing Committees on:
Appropriations and Financial Affairs
State and Local Government
Taxation
Veterans and Legal Affairs

From:

Kirsten LC Figueroa, Commissioner
Department of Administrative and Financial Services (DAFS)

Re:

Responses to Questions from recent Joint Committee Hearings

Questions from the Public Hearing with AFA and TAX:
Projection for the future costs of the Renewable Energy Facilities Property Tax Exemption program.
(Public Law 2019, chapter 440)

The law exempts from property tax solar and wind energy equipment that generates heat and electricity as
long as all of the generated energy is used on site, or the customer receives a bill credit for the generated
energy (i.e. it is subject to net energy billing). Maine Revenue Services estimates the impact to be $192,500
and $1.7M for fiscal years 2022 and 2023 and $SM - $7M in fiscal years 2024 and 2025. If all projects with an
active non-operational status in CM P's and Versant's net metering filing covering through November 2020 are
built reimbursement would be around $7.2 million in FY 2025. However, these projects are in the early stages
of development. The status of all property is determined as of April 1 each year. If, on April 1, the equipment
is under construction and not yet operational, then the equipment is not yet generating any energy, there is no
energy to be used on site or credited to the customer, and the equipment would not qualify for the exemption.
What other property tax relief programs are available to the elderly?

The property tax fairness credit applies to both elderly and non-elderly households. Elderly households can
receive up to $1,200 in credit while others are capped at $750.
The Homestead exemption of $25K is available to any homestead regardless of age.
On 2/19/2021, I testified about the Tree Growth Tax Reimbursement Program in the biennial budget.
made an error in the way I described the funding of the program. Please see my corrections
(strikeout/underline) below:

On page A-36 is the Tree Growth Tax Reimbursement program with a baseline budget of $7.6 million per
year. The purpose of this program is to help moderate municipal property tax rates for municipalities that
experience reduced valuations due to the mandated use of lower current use values in place of higher advalorem values. The reduced valuation on forestland causes a general shift in local tax burden to non-classified
property because the lower taxable valuation base produces a somewhat higher property tax rate.
Unlike other property tax reimbt:Jrsement programs, the Tree Gro•.vth Ta>c Reimbt:Jrsement program is
at:Jthorized by the Constitt:Jtion and is not st:Jbject to the amendment mandating reimbt:Jrsement by the State.
The State reimbt:Jrses mt:Jnicipalities for revent:Je loss associated ·.vith the program.
Article IV, Part Third, Section 23 of the Maine Constitution requires that the Legislature reimburse
municipalities for at least 50% of the property tax revenue loss associated with statutory exemptions or credits
enacted after April 1, 1978. However, because the Tree Growth current use program is specifically authorized
by the Constitution as an exception to the requirement that all property be assessed at just value,
reimbursement is not constitutionally mandated. The State does by statute (36 M.R.S. § 578) reimburse
municipalities for a portion of the revenue loss associated with the program.
For tax year 2019, there were approximately 3.6 million classified acres included in more than 24,000 parcels
in municipalities statewide reimbursed through the program.
Although not reimbursed through this program, there are an additional 7.5 million acres of classified forestland
in the Unorganized Territory.
Representative Pierce requests a copy of BGS' comprehensive file of known data related to harmful
contaminants contained in and around workspaces.

This report, sorted by date, lists environmental projects by building and the result of those projects.
Information in the report is used by staff to assess if previous similar reports were made or if there are
particular hazards they should be aware of when beginning other projects in the area.
Link to report from BGS: Environmental Proiects Listing
Representative Pierce requested a copy or update from the vendor's separate analysis and inventory of all
state facilities to include "catch up, keep up and build up" maintenance and renovation information.

This is an ongoing effort, and will include observations and recommendations from our vendor, Sightlines, on
the State of Maine's building infrastructure, capital investment levels, and investment targets as compared to
peers and the vendor's database. We will update AFA and SLG when this report is complete.
Representative Corey asked: is State office space under-utilized? What is the square footage of owned
versus leased space? Can we break this down by city?

1.

State-owned space

The State's major hub of owned space is in the Greater Augusta area (Augusta, Hallowell, Vassalboro}, with
close to 2 million square feet of employee-occupied space in 54 buildings. OAFS manages these facilities.
The Controller's Office, Risk Management Division, maintains a list of 4,200 facilities throughout the State,
specifying the agency responsible for them. These range from docks to fish hatcheries. The list includes
buildings under the Community College System, the University of Maine System, Maine Maritime Academy
and all agencies, and can be sorted for areas of interest.
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Buildings at the Dorothea Dix Psychiatric Center comprise about 400,000 square feet, with 200,000 used for
psychiatric treatment and the balance either vacant or managed by the BGS Leased Space Division.
2.

Leased space

The Division of Leased Space is currently administering 269 active leases for office, warehouse, garage,
storage, tower and training purposes-in the service of 37 state agencies, and across 68 different
municipalities and 5 unorganized territories. The Division's leasing portfolio includes 1,748,398 square feet of
leased space (excluding towers and associated access roads and rights of way).
A list of municipalities where State leases are located can be found here: Copy of Leases by city
3.

Is State office space under-utilized?

Leased space is not underutilized; rather, it is carefully managed. If an agency finds that it has excess space,
the lease will be amended to reduce square footage or when renewed, the footprint will be reduced in size. In
some cases, agencies will relocate to smaller facilities or co-locate in other agency buildings.
In State-owned space, the BGS space management office is constantly looking for empty cubicles or other
spaces for temporary employees, interns, contractors and the like. Such space is difficult to find. Space is not
underutilized, as it is constantly evaluated for efficient "fit" with agency program needs. On the contrary,
many agencies work in overcrowded spaces.
An overwhelming percentage of State employees have teleworked during the pandemic. Accordingly, many
State-owned and leased buildings were not fully occupied during the past year. Lower occupancy gave OAFS
the opportunity to study several overcrowded agency spaces. One agency had such a successful experience
with telework that the number of workstations was reduced permanently, and the square footage occupied by
the agency decreased. This provides an opportunity to move employees from other severely overcrowded
space into the newly available space.
It is likely that some amount of telework will continue post-pandemic. This will relieve stressed, cramped
workspaces and provide some "breathing room." It should be noted, even as agencies/employees shift more
permanently to telework, it will likely not be full time and so we will be planning for "shared-withothers" space at their state space for office days.
How long did it take to accumulate the funding for the $104 payments made under the Property Tax Relief
Fund?

State Treasurer Beck responded during the meeting indicating that the fund accumulated over approximately 7
years. Funding accumulated in the Property Tax Relief Fund through the 'cascade'. Revenue performance in
excess of budget was the driving factor.
Questions from the FY21 Work Session with TAX:
Representative Terry asked how many municipalities receive payments from Revenue Sharing II
(Disproportionate Tax Burden Fund).

According to the Office of the State Treasurer, 488 total municipalities receive Revenue Sharing I, Revenue
Sharing II or both. Of those 488 municipalities, 416 receive Revenue Sharing II.
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Questions from the Public Hearing with AFA and VLA:
Representative Corey asked about the General Fund revenues collected related to marijuana excise and
sales taxes versus the cost of the Adult Use program.

The Adult Use Marijuana program 'went live' on September 8, 2020 with retail sales beginning on
October 9th •
FY2021 Revenues (actual as of 3/2/21)
FY2019 Expenses (actual)
FY2020 Expenses (actual)
FY2021 Appropriation (budget)

$1,889,239
$384,783
$1,631,321
$2,389,043

Questions from the Public Hearing with AFA and SLG:
Representative Hymanson asked about the Workday project:
Does the subscription rate for the Workday product include only those components of the system to be used
by the State of Maine?

We have subscribed to a selection of Workday modules, but not the entire system. We are only charged
subscription fees for the modules we have chosen to use. Annual subscription fees are calculated based on the
number of active employees in the system and are $1.SM per year.
Modules that we are using include: Human Capital Management (includes on boarding, position assignment,
salary and wage schedules, etc.), Cloud Connect for Benefits, Recruiting, Payroll, and Time Tracking.
On March 3 rd, Representative Fecteau asked about Workday Professional Services staff. During AFA's
Supplemental vote on March 4 1\ Representative Fecteau alleged "probable sexual misconduct" at
the Workday Project:

OAFS is aware of comments made during a Legislative public hearing, alleging what was characterized as
"probable sexual misconduct" on the Workday project. This public announcement was the first time we had
been made aware ofthis alleged impropriety. The Department takes these allegations seriously and has
launched a full and complete investigation. The Bureau of Human Resources is working with the Office of the
Attorney General on this matter.
OAFS is aware of a letter to the Government Oversight Committee that contains this same allegation and also
expresses concern about potential "fraud, waste, and/or abuse" of government resources within the Workday
project. We recently contracted with a third-party to provide an independent assessment of the long-standing
effort, and have been working with the Office of the Attorney General on a contract dispute in regard to
Workday implementation - and we will continue to work with the Office of the Attorney General to find
resolution.
Workday is two things:
A. A software-as-a-service (SaaS) financial and human resources capital management platform, for which
we pay a subscription fee per user.
B. A company which offers its consulting and professional services to implement the software.
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The need for a system like Workday was identified during the LePage Administration - meant as a
modernization effort for the State's significantly out of date computer systems, an issue that makes for:
•
•
•
•
•

inherently inefficient processes;
multiple legacy software systems that have limited integrations with each other;
incompatibility with supporting systems that are no longer supported by vendors and/or using
computer languages that are no longer taught;
considerable administrative burden and/or cost for the upkeep and functionality of these legacy
systems; and
vulnerability to cyber-attack and/or malfunction.

Workday has been under contract with the State for both the Saas and the professional services
implementation spanning Administrations.
Following the third-party assessment of the effort, communications between the State team and Workday
team were happening regarding concerns identified by that report; however, on February 12th at 5pm,
Workday paused its work on the project.
Because of this and other concerns, the State notified Workday on February 25th that Workday is required to
remedy several contractual issues within 30 days. These issues include failure to deliver adequate labor costing
and ad-hoc reporting solutions, failure to meet certain expectations in the agreed upon statement of work and
operating in bad faith. If Workday is unable to remedy the noted issues, the State will move forward with
termination of the Professional Services Agreement and seek payment from Workday in the amount of
$22,164,755 due to incomplete deliverables and failure to meet the State's requirements.
The Office of the Attorney General is continuing to evaluate next steps on the contract dispute.
The need to replace these legacy software systems remain - and we remain committed to completing the
implementation of the Workday software.
Along with the initiative in the supplemental for funding and Certificate of Participation borrowing,
the funds requested in the biennial budget are needed to complete installation and implementation efforts
and ongoing funding for maintenance, updates, debt service and support. The State remains committed to the
Workday software and to its successful implementation, rollout, and utilization.
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February 1, 2020

Human Resources Management System - Summary

Workday is a comprehensive effort to replace a 30-year-old mainframe payrollonly system. The programming language for the current system has been out of
use for decades. There is potential for failure of the payroll system because there
are few programmers who understand or can use this programming
language - the State currently employs two, both of whom are close to
retirement. Replacing this outdated system was long overdue.
Workday will provide vastly increased functionality and information. In addition
to time tracking and payroll, it will support many human resources functions that
are currently done manually or in a variety of systems that either don't
communicate with each other or are themselves outdated. These include:
recruitment and hiring; employee onboarding; ability for employees to view and
manage retirement and health benefits; ability for employees to view and
manage vacation and leave balances, and electronically submit time off requests;
self-service capabilities for employees to make address changes and changes to
dependent information, electronic funds disbursement and withholding; ability
for managers to view organization structures, personnel, and position
information; ability for supervisors to manage their employee's schedules and
time off requests as a team to ensure operational coverage; tracking employee
licensing and certifications; and reporting. Workday is a fully integrated, Software
as a Service product - going forward, we will always have an up to date,
supported, modern system.

•
•

•

•

2015 RFP for new Human Resource Management System
2016
o Awarded to INFOR June 2016
o Total value of the contract was $24MM over 5 years.
2016- 2017
o The project team was comprised of roughly 50 State staff and contractors
working on behalf of the State full and part time. INFOR had 2-5 project
personnel in Augusta.
o The project initially had envisioned a go-live date in January 2018 that had
subsequently been revised to September of 2018.

2018
o

Independent I.V. & V. found significant lack of delivery; recommended State put
INFOR "on probation"

February 1, 2020

o

•

INFOR CEO and senior leadership to Maine to define a strict milestone delivery
schedule and timelines to get project back on track
o Project continued to lose ground
o Engaged Panorama Consulting to provide detailed assessment of the project,
provide recommendations, and document issues
o At June 2018 executive committee meeting, steering committee recommended
termination of INFOR
o Looked at several vendors including ADP, CGI (Advantage software} and
Workday
o Project leadership and team to various states and companies to look at Workday
use and implementation progress/process
o In September, Workday selected as replacement vendor, $15.3M over 5 years
for implementation and licensing fees
o Contracted through NASPO competitive agreement
o Project began November 1, 2018
o Initial go-live date was January 1, 2020
2019-2020
o Transition to new team as a result of Administration change and review
expectations with Workday
o

Quick determination that January 2020 go live date was not realistic

o
o

Executive Steering Committee meets biweekly instead of monthly
Communication from the Project Director and Project Manager becomes more
frequent and transparent

o

Evaluation by MainelT Project Management Office, which shows a number of
deficiencies including:
• Moving out of one phase without successful completion and into the next
phase

o
o

•

Time for User Acceptance Testing was truncated and testing was
insufficient

■
■

Decisions were made in silos without cross functional consideration
Decisions on business requirements were made without documentation

•

and without adequately consulting with agencies and Subject Matter
Experts, causing significant re-work
Documentation is lacking throughout

The State Controller and Director of BHR have taken an integral role in the
project to assure that business requirements are being adequately evaluated
A Stakeholder Advisory Group has been developed that includes representatives
from the largest Departments and those that have the most complicated payroll
situations

o

Hired a contractor who is an expert in Workday implementations to provide an
independent assessment of the project through review of processes and
configurations

February 1, 2020~

o

Quality data from legacy systems is crucial to project success; the team is
working with a vendor to automate as much of the conversion process as
possible

o

March 2020 - current; global pandemic has strained the personnel/resources on
the project
An updated, more comprehensive project plan and timeline are being developed
and a complete set of testing scenarios established
The project will not move from one phase into the next until testing standards
are met

o
o
o

Current go-live is 2022, with a target of July 2022

The implementation has been challenged on several fronts, including the disruption caused by
the COVID-19 pandemic. However, we continue to believe, with supporting evidence of the
independent assessment, that the Workday software product is the correct solution to help
Maine move from its antiquated human resources and payroll processes to a modern, efficient,
accessible system.

Budget:

Central Apps

operations/
lnfor
llnltia! Budgets

FY16 - FY20 expended on implementation
(including separation from first contractor)
FY21 year to date expended on Workday
!=¥21 Supplemental COP financing request
FY21 Supplemental budget request
FY22 Biennial budget request
FY23 Biennial budget request
New estimated total:

Workday

maintenance

Debt Service

Total

$24,000,000

$15,300,000

$39,300,000

$13,512,211

~17,541,461
2,412,923
8,000,000
4,695,000
2,065,848

$31,053,672
2.412,923
8,000,000
4,695,000
6,048,777
2,417,283
$54,627,655

$13,512,211

$34,715,232

3,352,830
1,105,445
$4,458,275

630,099
1,311,838
$1,941,937
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From:

Kirsten LC Figueroa, Commissioner
Department of Administrative and Financial Services (DAFS)

Re;

Responses to Questions from recent Joint Committee Hearings

Questions from the Public Hearing with AFA and TAX:
Projection for the future costs of the Renewable Energy Facilities Property Tax Exemption program.
(Public Law 2019, chapter 440)

The law exempts from property tax solar and wind energy equipment that generates heat and electricity as
long as all of the generated energy is used on site, or the customer receives a bill credit for the generated
energy (i.e. it is subject to net energy billing). Maine Revenue Services estimates the impact to be $192,500
and $1.7M for fiscal years 2022 and 2023 and $SM -$7M in fiscal years 2024 and 2025. If all projects with an
active non.::aperationalstatus in CM P's and Versant's net metering filing covering through November 2020 are
built reimbursement would be around $7.2 million in FY 2025. However, these projects are in the early stages
of development. The status of all property is determined as of April 1 each year. If, on April 1, the equipment
is under construction and not yet operational, then the equipment is not yet generating any energy, there is no
energy to be used on site or credited to the customer, and the equipment would not qualify for the exemption.
What other property tax relief programs are available to the elderly?

The-property tax fairness credit applies to both elderly and non-elderly households. Elderly households can
receive up to $1,200 in credit while others are capped at $750.
The Homestead exemption of $2SK is available to any homestead regardless of age.
On 2/19/2621, I testified about the Tree Growth Tax Reimbursement Program in the biennial budget.
made an error in the way I described the funding of the program. Please see my corrections
(strikeout/underline) below:

On page A-36 is the Tree Growth Tax Reimbursement program with a baseline budget of $7.6 million per
year. The purpose of this program is to help moderate municipal property tax rates for municipalities that
experience reduced valuations due to the mandated use of lower current use values in place of higher advalorem values. The reduced valuation on forestland causes a genera~ shift in local tax burden to non-classified
property because the lower taxable valuation base produces a somewhat higher property tax rate.
Unlike other property tmc reimbursement programs, the Tree Gro 1.vth Tax Reimbursement program is
authorized by the Constitution and is not subject to the amendment mandating reimbursement by the State.
The State reimburses municipalities for revenue loss associated with the program.
Article IV, Part Third, Section 23 of the Maine Constitution requires that the Legislature reimburse
municipalities for at least 50% of the property tax revenue loss associated with statutory exemptions or credits
enacted after April 1, 1978. However, because the Tree Growth eu-rrent use program is specifically authorized
by the Constitution as an exception to the requirement that all property be assessed at just value,
reimbursement is not constitutionally mandated. The State does by statute (36 M.R.S. § 578) reimburse
municipalities for a portion of the revenue loss associated with the program.
For tax year 2019, there were approximately 3.6 million classified acres included in more than 24,000 parcels
in municipalities statewide reimbursed through the program.
Although not reimbursed through this program, there are an additional 7.5 million acres of classified forestland
in the Unorganized Territory.
Representative Pierce requests a copy of BGS' comprehensive file of known data related to harmful
contaminants contained in and around workspaces.

This report, sorted by date, lists environmental projects by building and the result of those projects.
Information in the report is used by staff to assess if previous similar reports were made or if there are
particular hazards they should be aware of when beginning other projects in the area.
Link to report from BGS: Environmental Projects Listing
Representative Pierce requested a copy or update from the vendor's separate analysis and-mventory ofaJJ
state facilities to include 11catch up, keep up and build up" maintenance and renovation information.

This is an ongoing effort, and will include observations and recommendations from our vendor, Sightlines, on
the State of Maine's building infrastructure, capital investment levels, and investment targets as compared to
peers and the vendor's database. We will update AFA and SLG when this report is complete.
Representative Corey asked: is State office space under-utilized? What is the~square footage of owned
versus leased space? Can we break this down by city?

1.

State-owned space

The State's major hub of owned space is in the Greater Augusta area (Augusta, Hallowell, Vassalboro), with
close to 2 million square feet of employee-occupied space in 54 buildings. OAFS manages these facilities.
The Controller's Office, Risk Management Division, maintains a list of 4,200 facilities throughout the State,
specifying the agency responsible for them. These range from docks to fish hatcheries. The list includes
buildings under the Community College System, the University of Maine System, Maine Maritime Academy
and all agencies, and can be sorted for areas of interest.
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Buildings at the Dorothea Dix Psychiatric Center comprise about 400,000 square feet, with 200,000 used for
psychiatric treatment and the balance either vacant or managed by the BGS Leased Space Division.
2.

Leased space

The Division of Leased Space Ts currently administering 269 active leases for office, warehouse, garage,
storage, tower and training purposes-in the service of 37 state agencies, and across 68 different
municipalities and 5 unorganized territories. The Division's leasing portfolio includes 1,748,398 square feet of
leased space (excluding towers and associated access roads and rights of way).
A list of municipalities where State leases are located can be found here: Copy of Leases by city
3.

Is State office space under-utilized?

Leased space is not underutilized; rather, it is carefully managed. If an agency finds that it has excess space,
the lease will be amended to reduce square footage or when renewed, the footprint will be reduced in size. In
some cases, agencies will relocate to smaller facilities or co-locate in other agency buildings.
In State-owned space, the BGS space management office is constantly looking for empty cubicles or other
spaces for temporary emp-!oyees, interns, contractors and the like. Such space is difficult to find. Space is not
underutilized, as it is constantly evaluated for efficient "fit" with agency program needs. On the contrary,
many agencies work in overcrowded spaces.
An overwhelming percentage of State employees have teleworked during the pandemic. Accordingly, many
State-owned and leased buildings were not fully occupied during the past year. Lower occupancy gave DAFS
the opportunity to study several overcrowded agency spaces. One agency had such a successful experience
with telework that the number of workstations was reduced permanently, and the square footage occupied by
the agency decreased. This provides an opportunity to move employees from other severely overcrowded
space into the newly available space.
It is likely that some amount of telewoTk will continue post-pandemic. This will relieve stressed, cramped
workspaces and provide some "breathing room." It should be noted, even as agencies/employees shift more
permanently to telework, it will likely not be full time and so we will be planning for "shared-withothers" space at their state space for office days.
How long did it-take to accumulate the funding-for the $104 payments made under the Property Tax Relief
Fund?

State Treasurer Beck responded during the meeting indicating that the fund accumulated over approximately 7
years. Funding accumulated in the Property Tax Relief Fund through the 'cascade'. Revenue performance in
excess of budget was the driving factor.
Questions from the FY21 Work Session with TAX:
Representative Terry asked how many municipalities receive payments from Revenue Sharing II
(Disproportionate Tax Burden Fund).

According to the Office of the State Treasurer, 488 total municipalities receive Revenue Sharing I, Revenue
Sharing II or both. Of those 488 municipalities, 416 receive Revenue Sharing II.
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Questions from the Public Hearing with AFA and VLA:
Representative Corey asked about the General Fund revenues collected related to marijuana excise and
sales taxes versus the cost of the Adult Use program.

The Adult Use Marijuana program 'went live' on September-S-, 2020 with retail sales beginning on
October 9th •
FY2021 Revenues (actual as of 3/2/21)
FY2019 Expenses (actual)
FY2020 Expenses (actual)
FY2021 Appropriation (budget)

$1,889,239
$384,783
$1,631,321
$2,389,043

Questions from the Public Hearingwith AFA and SLG:
Representative Hymanson asked about the Workday project:
Does the subscription rate for the Workday product include only those components of the system to be used
by the State of Maine?

We have subscribed to a selection of Workday modules, but not the entire system. We are only charged
subscription fees for the modules we have chosen to use. Annual subscription fees are calculated based on the
number of active employees in the system and are $1.SM per year.
Modules that we are using include: Human Capital Management (includes on boarding, position assignment,
salary and wage schedules, etc.), Cloud Connect for Benefits, Recruiting, Payroll, and Time Tracking.
On March 3rd, Representative Fecteau asked about Workday Professional Services staff. During AFNs
Supplemental vote on March 4th, Representative Fecteau alleged "probable sexual misconduct" at
the Workday Project:

OAFS is aware of comments made during a Legislative public hearing, alleging what was characterized as
"probable sexual misconduct" on the Workday project. This public announcement was the first time we had
been made aware of this alleged impropriety. The Department takes these allegations seriously and has
launched a full and complete investigation. The Bureau of Human Resources is working with the Office ofthe
Attorney General on this matter.
OAFS is aware of a letter to the Government Oversight Committee that contains th~s same allegation and also
expresses concern about potential "fraud, waste, and/or abuse" of g0vernment resources within the Workday
project. We recently contracted with a third-party to provide an independent assessment-ofthe long-standing
effort, and have been working with the Office of the Attorney General on a contract dispute in regard to
Workday implementation - and we will continue to work with the Office of the Attorney General to find
resolution.
Workday is two things:
A. A software-as-a-service (SaaS) financial and human resources capital management platform, for which
we pay a subscription fee per user.
B. A company which offers its consulting and professional services to implement the software.
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The need for a system like Workday was identified during the LePage Administration - meant as a
modernization effort for the State's significantly out of date computer systems, an issue that makes for:
•
•
•
•
•

inherently inefficient processes;
multiple legacy software systems that have limited integrations with each other;
incompatibility with supporting systems that are no longer supported by vendors and/or using
computer languages that are no longer taught;
considerable administrative burden and/or cost for the upkeep and functionality of these legacy
systems; and
vulnerability to cyber-attack and/or malfunction.

Workday has been under contract with the State for both the Saas and the professional services
implementation spanning Administrations.
Following the third-party assessment of the effort, communications between the-State team and Workday
team were happening regarding concerns identified by that report; however, on February 12th at 5pm,
Workday paused its work on the project.
Because of this and other concerns, the State notified Workday on February 25th that Workday is required to
remedy several contractual issues within 30 days. These issues include failure to deliver adequate labor costing
and ad-hoc reporting solutions, failure to meet certain expectations in the agreed upon statement of work and
operating in bad faith. If Workday is unable to remedy the noted issues, the State will move forward with
termination of the Professional Services Agreement and seek payment from Workday in the amount of
$22,164,755 due to incomplete deliverables and failure to meet the State's requirements.
The Office of the Attorney General is continuing to evaluate next steps on the contract dispute.
The need to replace these legacy software systems remain - and we remain committed to completing the
implementation of the Workday software.
Along with the initiative in the supplemental for funding and Certificate of Participation borrowing,
the funds requested in the biennial budget are needed to complete installation and implementation efforts
and angoing funding for maintenance, updates, debt service and support. The State remains committed to the
Workday software and to its successful implementation, rollout, and utilization.
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February 1, 2020

Human Resources Management System - Summary

Workday is a comprehensive effort to replace a 30-year-old mairciframe payrollonly system. The programming language for the current system has been out of
use for decades. There is potential for failure of the payrci.11 system because there
are few programmers who understand or can use this programm1ng
language - the State currently employs two, both of whom are close to
retirement. Replacing this outdated system was long overdue.
Workday will provide vastly increased functionality and information. In addition
to time tracking and payroll, it will support many human resources functions that
are currently done manually or in a variety of systems that either don't
communicate with each other or are themselves outdated. These include:
recruitment and hiring; employee onboarding; ability for employees to view and
manage retirement and health benefits; ability for employees to view and
manage vacation and leave balances, and electronically submit time off requests;
self-service capabilities for employees to make address changes and changes to
dependent information, electronic funds disbursement and withholding; ability
for managers to view organization structures, personnel, and position
information; ability for supervisors to manage their employee's schedules and
time off requests as a team to ensure operational coverage; tracking employee
licensing and certifications; and reporting. Workday is a fullyintegrated, Software
as a Service product - going forward, we will always have an up to date,
supported, modern system.

•
•

•

•

2015 RFP for new Human Resource Management System
2016
o Awarded to INFOR June 2016
o Total value of the contract was $24MM over Syears.
2016- 2017
o The project team was comprised of roughly 50 State staff and contractors
working on behalf of the State full and part time. 11\JFOR had 2-5 project
personnel in Augusta.
o The project initially had envisioned a go-live date in January 2018 that had
subsequently been revised to September of 2018.
2018
o Independent I.V. & V. found significant lack of delivery; recommended State put
INFOR "on probation"

February 1, 2020

o

•

INFOR CEO and senior leadership to Maine to define a strict milestone delivery
schedule and timelines to get project back on track
o Project continued to lose ground
o Engaged Panorama Consulting to provide detailed assessment of the project,
provide recommendations, and document issues
o At June 2018 executive committee meeting, steering committee recommended
termination of INFOR
o Looked at several vendors including ADP, CGI (Advantage software) and
Workday
o Project leadership and team to various states and companies to look at Workday
use and implementation progress/process
o In September, Workday selected as replacement vendor, $15.3M over 5 years
for implementation and licensing fees
o Contracted through NASPO competitive agreement
o Project began November 1, 2018
o Initial go-live date was January 1, 2020
2019-2020
o Transition to new team as a result of Administration change and review
expectations with Workday
o
o

Quick determination that January 2020 go live date was not realistic
Executive Steering Committee meets biweekly instead of monthly

o

Communication from the Project Director and Project Manager becomes more
frequent and transparent

o

Evaluation by MainelT Project Management Office, which shows a number of
deficiencies including:
■
Moving out of one phase without successful completion and into the next
phase
•

Time for User Acceptance Testing was truncated and testing was
insufficient

■
■

Decisions were made in silos without cross functional consideration
Decisions on business requirements were made without documentation

•

and without adequately consulting with agencies and Subject Matter
Experts, causing significant re-work
Documentation is lacking throughout

o The State Controller and Director of BHR have taken an integral role in the
project to assure that business requirements are being adequately evaluated
o

A Stakeholder Advisory Group has- been developed that includes representatives
from the largest Departments and those that have the most complicated payroll
situations

o

Hired a contractor who is an expert in Workday implementations to provide an
independent assessment of the project through review of processes and
configurations

February 1, 2020

o

Quality data from legacy systems is crucial to project success; the team is
working with a vendor to automate as much of the conversion process as
possible

o

o

March 2020 - current; global pandemic has strained the personnel/resources on
the project
An updated, more comprehensive projeet plan and timeline are being developed
and a complete set of testing scenarios established
The project will not move from one phase into·the next until testing standards

o

are met
Current go-live is 2022, with a target of July 2022

o

The implementation has been challenged on several fronts, including the disruption caused by
the COVIU-19 pandemic. However, we continue to believe, with supp_orting evidence of the
independent.assessment, that the Workday software product is the correct solution to help
Maine move from its antiquated human resources and payroll processes to a modern, efficient,
accessible system.

Budget:

Central Apps
ope ratio rt$/

lnfor

Initial Budgets

Workday

maintenam:e

Debt Service

Total

$24,000,000

$15,300,000

$39,300,000

$13,512,211

~17,541,461

$31,053,672

2,412,923
8,000,000
4,695,000
2,065,848

2,412.923
8,000,000
4,695,000
6,048,777
2,417,283

FY16 - FY20 expended on implementation
(induding :separation from first contractor)

FY21 year to date expended on Workday
FY21 Supplemental COP flnandng request
FY21 Supplemental budget request
FY22 Biennial bud.get request
FY23 Biennial budget·request
New estimatea total:

$13,512,211

$34,715,232

3,352,830
1,105,445
$4,458,275

630,099
1,311,838
$1,941,937

$54,627,655
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February 25, 2021
Christopher Curtis
SVP, Global Professional Services
Workday, Inc.
6230 Stoneridge Mall Road
Pleasanton, CA 94588
Re: Workday Professional Services Agreement# 162150 & Statement of Work# 163462
Dear Chris,
This Jetter is in regards to the services being provided by Workday, Inc. ("Workday'') for the
State of Maine ("State") pursuant to the Master Agreement; Professional Service Agreement,
and Statement of Work dated October 16, 2018, as well as any attachments, appendices,
addendums, amendments, and associated change orders thereto (the "Contract"). For the reasons
set forth below, Workday has failed to meet its obligations under the Contract. This letter hereby
provides Workday notice that should it fail to remediate the following incidents of default within
thirty (30) days, the State will proceed with immediate termination for cause of the Professional
Services Agreement and Statement of Work, as we11 as all associated change orders, on March
26, 2021.
First, Workday has failed to provide a Labor Cost Distribution solution that meets the
requirements as set forth in the Statement of Work. This has resulted in significant delays in the
project and Workday's progosed "final" solution, which was not a Labor Cost Distribution
feature but a finance module work-around, was not provided until all testing phases had been
closed for the 4/1/2020 proposed go-live date. To date, this item is yet to be successfully and
completely configured.
Second, pursuant to the Statement of Work, Workday is required to provide ad-hoc reporting
capabilities. Contrary to Workday's representations and the terms of the Contract, the State has
learned that ad hoc reporting is not achievable under the system as it is intended and required to
operate. Instead that functionality could only be achieved if all security roles were removed,
which risks exposure of confidential and personally identifiable information to all users; an
unacceptable option.
Third, Workday failed to notify the State in writing regarding the lack of a Department Process
Advisory Committee, a critical component of the Workday implementation methodology as
noted in the Statement of Work, Appendix A #3.6. This resulted in configurations being
developed that did not fully meet State needs, as uncovered during subsequent testing.
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It has caused significant delays due to extensive rework and revisiting of configuration decisions,
as well as requiring sweeping review of business processes.
Fourth, Workday has breached its performance obligations under the Contract by halting and
refusing to perform any services as of February 12, 2021, at five o'clock pm. Such action is not
permitted under the terms of the Contract and was done despite the State's written warning that
such action would be considered event of default and breach of the Agreement.
Throughout this contractual relationship, the State has relied upon the expertise and word of
Workday. However, Workday has consistently operated in bad faith and has k.11owingly misled
State of Maine officials:
• Workday has misrepresented not only the availability, status, and completion of project
deliverables, but also the accuracy of testing relevant to those deliverables, as well as
steering the State to solutions based on required level of effort instead of following best
practices.
• Workday has repeatedly pressured the State to accept an incomplete and premature golive as well as sign off on other incomplete deliverables.
• Most recently, Workday, without the State's knowledge and contrary to express orders
from State leadership, pressured Andrea Chudy of IJA Strategies to impermissibly
release independent findings to Workday prior to disclosure of such information to the
State.
Such behavior does not comport with Workday's obligation to perform its obligations in a
professional and workmanlike manner as Workday warranted to do pursuant to Section 6.1 of the
Professional Services Agreement, and, such behavior is a material breach of such obligations.
Workday must remedy all issues related to Labor Cost Distribution, ad-hoc reporting, and
performance of work under the Professional Services agreement within thirty days. Failure to do
so will result in the State moving forward with immediate termination of the Professional
Services Agreement. At such time Workday is to remit $22,164,755 (see attached schedule for
calculation of costs) due to incomplete deliverables and failure to meet the State's requirements.
Pursuant to Workday Order Form #161951 for subscription services, the State has contracted
with Workday for Software as a Service for the following modules: Human Capital
Management, Cloud Connect for Benefits, Recruiting, Payroll for the United States, and Time
Tracking. If Workday is unable to provide an acceptable Labor Cost Distribution solution within
thirty days, a critical component of the aforementioned modules, the State may choose to
proceed with termination of the subscription for the Payroll and/or Time Tracking modules.
However, the State will maintain subscription to the remaining modules. At such time, Workday
will repay a pro-rated amount for any subscription fees already paid by the State related to the
Payroll and/or Time Tracking modules and will reduce future subscription fees commensurately.
Any questions regarding this notice should be directed to Heather L'Hommedieu Perreault,
Deputy Commissioner of Finance.
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Respectfully,

\\V\ s~k~ n ;
Kirsten LC Figueroa
Commissioner

cc: Emily Atkins, Assistant Attorney General

Professional Services Agreement Section 6.1- "Workday warrants that (i) it shall perform the obligation described in each
Statement of Work in a professional and workmanlike manner ... "
6.2 Warranty Remedies- Workday's breach of the above referenced warrant constituted a
material breach of the Agreement and the State elects to terminate the Agreement in accordance
with Section 9.4 - Termination for Cause.
- pursuant to section 9.4 the State may tenninate this Agreement and any Statement of
Work for cause upon 30 days prior written notice to Workday of a material breach, if such
breach remains uncured at the expiration of such notice period.
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Human Resources Management System Project (HRMS)
Workday implementation

Reimbursement

Payments for Workday Professional Services to be reimbursed due to incomplete
deliverables and failure to meet the State's requirements
State project costs to be reimubursed, due to necessity of re-performing work that was
done in conjunction with Workday Professional Services, due to incomplete
deliverables and failure to meet the State's requirements
State estimated costs to maintain legacy HR/payroll systems significantly past end of
life due to Workday Professional Services incomplete deliverables and failure to meet
the State's requirements

$

7,490,914

12,516,088

2,157,753

$ 22,164,755

