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SUMMARY 
SUBCOMMITTEE MEETING  -- October 12, 2011 

Room 127 - State House, Augusta 

Background and Overview  

The Joint Standing Committee on Taxation formed a 3-member subcommittee to hold discussions with 
individuals in the private, public and non-profit sectors. The subcommittee’s goal is to gain additional insight 
into problems that may exist in Maine’s current tax laws and to identify possible areas of needed reform. The 
subcommittee organized a series of 5 small group discussions including participants such as certified public 
accountants, economists, tax attorneys, leaders in business and higher education, representatives of chambers of 
commerce and members of the economic development community.  The first 3 discussions were held on 
September 26, 2011, and the fourth discussion (summarized below) was held on October 12, 2011. The last 
discussion is scheduled for November 9, 2011 at 9:00 a.m.   

The discussion on October 12th opened with introductions and a brief history of recent tax reform efforts 
(provided by Senator Woodbury) and was followed by a time for opening thoughts, discussion and a wrap-up.  

This summary provides highlights of the discussion and is not intended to be meeting minutes.  

Subcommittee Members  

 Senator Richard G. Woodbury, Subcommittee Chair  
 Representative L. Gary Knight  
 Representative Donald E. Pilon  

 

8:30 a.m. – 10:30 a.m. 

Small Group Session #1*  

 Albert J. DiMillo, Jr., CPA 
 Charles “Wick” Johnson, Kennebec Technology 
 Laurie Lachance, Maine Development Foundation  
 Christopher S. McLoon, Verrill Dana 
 Gary D. Vogel, Drummond Woodsum 

 

Opening Thoughts  

Albert J. DiMillo, Jr. – Mr. DiMillo opened by stating that the biggest issue is property taxes. He 
provided written analysis and related exhibits, (Attachment A) and walked the group through his 
analysis. He suggested that it is a common myth that Maine has a low sales tax. As noted in exhibit 1, 
“consumption taxes” in Maine are 21st highest in the county as compared to other states. Income tax 
rates are more important for the top 1% of Maine residents by income while property taxes are a bigger 
burden for the bottom 99%.  Regarding exporting taxes, Mr. DiMillo suggested that Maine exports 
enough as exhibit 3 shows 28% of taxes are paid by non-residents.. Related to income taxes, he stated 
that no one pays a tax rate of 8.5% when you look at the effective tax rate and referred to exhibit 6, 
                                                 
* Participants’ biographical information is available at: www.maine.gov/legis/ofpr/taxation_committee/interim_schedule/2011_10_12_bios.pdf. 



which shows that even the top 1% of Mainers have an effective tax rate of 4.01%.  Exhibit 7 compares 
the impact of various tax cuts on spending. Mr. DiMillo suggested that increasing the Circuitbreaker 
property tax rebate is a better way to stimulate the economy than tax cuts such as those recently passed. 
Mr. DiMillo referred to exhibit 8 noting that property taxes are equivalent to a 25% gross tax rate and 
the excise tax is equivalent to 38%. Mr. DiMillo concluded his remarks by stating that cutting the 
income tax rate and expanding sales tax is not the way to go.  

Christopher S. McLoon – Mr. McLoon stated that any tax system has to be equitable, fair and efficient 
to be viable in the long run. Tax systems should have horizontal and vertical equity; taxpayers in 
similar situations have similar tax burdens and taxpayers’ income tax rate should increase as their 
income increases. He indicated that the overall system in Maine is more regressive than it should be 
and changes to the laws should reverse the regressive aspects.  He suggested that the Committee should 
focus on income and property taxes rather than expanding sales tax. Expanding the Circuitbreaker is 
desirable in providing property tax relief. Related to attracting business, people are more concerned 
about the general business climate, not just taxes.  Mr. McLoon noted that costs related to 
transportation, energy, and health care can play a bigger role in business investment decisions than 
taxes.  Many are willing to pay a higher rate if it is a great place to do business but may not be willing 
to pay that rate if the other factors related to the business climate are poor.  

Laurie Lachance – Maine Development Foundation (MDF) surveyed businesses last year and found 
top issues related to capital investment are cost of health care, energy, and regulatory policy 
implementation.†  Income tax was listed fourth in survey results and property taxes ranked lower than 
that. Personal property taxes on business equipment has been addressed by the Legislature, and some 
progress has been made in area of income taxes.  Ms. Lachance provided a handout (Attachment B) on 
Maine personal income and General Fund revenue that illustrates the volatility of State revenue. Ms. 
Lachance stated that when the economy is strong Maine collects an inordinate amount of taxes due to 
structure of sales and income tax.  When the economy weakens the revenue dries up more rapidly than 
the economic downturn would suggest. She suggested that this affects government’s ability to provide 
critical services during times of need. For the long-term prosperity of Maine, the Committee should 
considered how to stabilize revenue flow so that needed services and long-term investment are not so 
severely affected during recessionary periods.  Ms. Lachance recognized that this is difficult when a 
third of sales tax revenue comes from building supplies and automobile sales, which are revenue lines 
that significantly drop during a recessionary period. While property taxes are most stable source of 
revenue, there are ways to adjust the income tax and sales tax to create more stability. Ms. Lachance 
suggested that tax reform should be comprehensive, keep stability in state mind and should provide for 
long-term investment in the State. 

Charles “Wick” Johnson – Mr. Johnson indicated that the State’s income tax structure should be 
progressive, but should also allow Maine to be competitive compared to other states. The top rate kicks 
in at income level that is too low.  We don’t want to have people leave the State when they retire.  He 
suggested that comprehensive reform is needed such as the effort the State went through with workers 
compensation reform.  He believes that the sales tax needs to be addressed due to stability and 
predictability, but also due to fairness. Mr. Johnson suggested more exporting to nonresidents such as 
skiing. There may be ways to reward investment such as giving ski areas or golf areas tax breaks 

                                                 
† See MDF website at: www.mdf.org/publications/Making-Maine-Work---Critical-Investments-for-the-Maine-Economy/285/ for report with survey results. 
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related to capital investment in exchange for sales taxes. Fairness, predictability and stability should be 
goals. 

Gary D. Vogel – Mr. Vogel stated that there are many factors are involved in business decisions, but 
taxes are a big part of the perception that Maine is an expensive place to do business.  He outlined four 
broad goals for tax reform: 1)  encourage business formation and capital investment;  2)  reduce 
cyclical nature and create more stability for collection; 3) be fair and progressive including addressing 
property taxes; 4) do no harm- don’t create additional problems and watch out for unintended 
consequences.  Mr. Vogel believes lowering the income tax rate is desirable but it is just as important 
to address the low level at which the highest rate kicks in. He also suggested that the capital gains rate 
should be lower by treating capital gains differently than regular income. This creates incentive for 
investment.  Regarding the estate tax, he noted that decoupling from the federal code made Maine less 
competitive. He suggested broaden the sales tax and consider separating the lodging tax from the meals 
tax.  He noted that lodging tax and rental car tax in Maine are relatively low compared other states. The 
meals tax affects more Maine residents and by separating it from the lodging tax there may be more 
opportunity for exporting taxes. He suggested that the Committee look broadly at tax reform to find 
ways to make the system fair and raise revenue without negatively impacting business.  

 

Group Discussion  

There was significant discussion about sales tax, including some discussion of the people’s veto and the 
message it sent. The conversation also covered lower income tax rates, conformance with federal tax 
law, simplification and tax expenditures. (Please note these highlight are not intended to suggest there 
was consensus on any of the ideas discussed.) 

Sales tax –Some group members see broadening the tax as a means of decreasing volatility in revenue. 
Ideas mentioned included eliminating exemptions or broadening the sales tax to all groups and 
lowering the rate to 2% or 3%. Another suggested was to limit exemptions to certain policy choices 
such as education, health care and manufacturing and lower the rate or redirecting the additional 
revenue to lower property taxes.  A local option tax was also discussed as trade-off for a lower state 
sales tax rate or property tax relief. Another idea mentioned was providing fees to businesses for 
collecting the sales tax. 
 
Income tax – There was discussion of simplification of the income tax laws such as taking a percentage 
of federal adjusted income tax or eliminating deductions. There was some discussion of the downside 
of eliminating deductions such as medical expenses, charitable giving and mortgage interest. 
Suggestions related to changing income tax laws included conformity with the federal code, lowering 
the rate to 4% and looking at income tax changes as part of comprehensive reform.  

Property tax – Continued concern about property taxes was expressed in the discussions related to 
income and sales taxes, and included ideas such as using local option sales tax or additional revenue 
from sales tax to provide property tax relief. 

Simplification – There was considerable dialogue about simplification. Related to income taxation, it 
was noted that much of the complexity is determining what is counted as income. Some group 



members believe that the income tax filing process in Maine is not overly complex for the majority of 
taxpayers. The complexity is there for specific reasons such as providing certain incentives, meeting 
particular social goals or may be related to certain types of partnerships or business structure. Sales tax 
exemptions were mentioned as something that makes sales taxation more complex and it was suggested 
interpreting exemptions could be complex as well. It was suggested that there may be areas for 
simplification in the sales tax collections process. Also, one group member stated that while the 
property tax is the easiest to pay it is the most complicated tax in Maine in its calculation. 

Tax Expenditures – Conversations around tax expenditures occurred primarily in the context of other 
discussions related to sales tax or income tax. Suggestions included: reduce sales tax exemptions in 
exchange for lower rates or property tax relief, and eliminate income tax deductions or credits in 
exchange for a simpler code with a lower rate. 

Estate Tax – There was a suggestion for a carve out for family farms and businesses instead of the 
higher exemption that was recently passed. 

 

Wrap–up - emerging themes during this discussion: 

 There are many factors that affect the business climate including the cost of health care and 
energy, regulatory climate and taxation. The business community may be more interested in 
working on issues other than taxation at this time.  

 Many group members believe more stability in the State revenue is important.  

 Some group members believe simplification may not be desirable in all cases. The complexities 
may be necessary to execute desired policy. 

 Changes to tax expenditures may need to be considered in the context of an “exchange” for 
lower sales or income tax rates or property tax relief. 

 Property taxes continue to be mentioned as a concern. Several group members express support 
for lower income tax rates and a broader sales tax base.  
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