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Supplemental State Budget Takes
Additional $4 million from Revenue Sharing
Governor Paul LePage submitted
his proposed supplemental state budget
on Wednesday this week (LD 100). The
original budget for the FY 2010-2011
biennium was enacted in May, 2009
and has twice since been adjusted, first
by means of certain “streamlining”
legislation enacted in January, 2010,
and then by means of a supplemental
budget enacted in late March, 2010. The
supplemental budget now proposed by
the Governor represents the third, and
presumably the last, adjustment to the
standing state budget.
As is always the case, the Governor’s submitted budget includes a
number of adjusted appropriations and
de-appropriations designed to close out
the two-year budget cycle in balance.
What is different this time around is the
direction the budget is going, at least
from the state’s General Fund perspective. In recent years, the supplemental
budgets have reduced previous levels
of appropriation from the General Fund
because of slipping state revenues. The
net result of this supplemental budget is
$125 million in additional appropriations
for the current fiscal year (FY 2011). An
improved revenue picture accounts for
most of this change in direction.
The most conspicuous additional appropriation in the supplemental budget is
a $70 million General Fund appropriation
for hospital settlements, which leverages
$180 million in matching federal funds
for that purpose. In combination, $250
million would be provided to Maine’s
hospitals to cover back Medicaid-based
payments owed by the state.
From the municipal perspective, the
most conspicuous line in the proposed
supplemental budget is an additional $4

million raid on municipal revenue sharing that would otherwise be distributed
to the towns and cities during this fiscal
year. That “transfer” from the municipal
revenue sharing account to the state’s
General Fund comes on top of a $35
million transfer adopted by the previous
Legislature.
The specifics are as follows: When
the last supplemental budget was enacted
in March 2010, it was anticipated that
the municipal revenue sharing distribution, according to a long-established and
previously honored statutory formula,
would provide $125.8 million in tax
relief to Maine’s property owners. The
previous Legislature decided to take
slightly over $35 million of that money
to balance the state budget “without
raising taxes,” allowing approximately
$90 million to be distributed through

revenue sharing. Because the most recent
reprojection of state revenue shows an
increase in the sales and income tax
lines (from which the revenue sharing
account is capitalized), it is projected
that about $4 million more than $125.8
million (before the 2010 raid) or $90
million (after the 2010 raid) would be
set aside for municipal revenue sharing.
The Governor’s proposed supplemental
budget snaps up that reprojected revenue
sharing money and gives it over to the
state budget.
If adopted by the Legislature, the
total amount of money stripped out of
municipal revenue sharing and diverted
to the state budget over the FY 2010-11
biennium will be $64 million. A serious
piece of change.
The bottom-line issue for municipal
(continued on page 3)

Greg Connors Hired as
Legislative Advocate
Gregory Connors, currently of Gorham, has been hired to fill
the vacant position in MMA’s advocacy department.
Greg is well known to many municipal officials across the state
because of his 15 years of service to the Maine Municipal Bond
Bank, primarily in the position of Program Officer. Greg will be
filling the position vacated by Jeffrey Austin, who left MMA in
October to advocate on behalf of the Maine Hospital Association.
A 1989 graduate of the University of Maine, Greg is currently
on track to obtain a Master’s Degree in Community Planning and Development
at the Muskie School of Public Service at the University of Southern Maine. On
top of his strong experience in the field of municipal finance and his educational
background, Greg brings a lot of personality to the job in a package of affability,
straight forwardness and integrity, all glued together with a disarming sense of humor. We are confident that Greg will provide the highest quality service to MMA’s
membership, our Legislative Policy Committee, and policy makers at the state level.
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No Major Changes Recommended for
Telco Personal Property Tax
At the request of last year’s Taxation
Committee, a working group made up
of telecommunications providers and
government folks met over the summer
and fall of 2010 to tackle the telecommunications personal property tax
problem. The perceived lack of equity
in the application of taxes on that type
of personal property has been an issue
bobbling around in the State House for
a long time. As a result of the study, the
working group is unanimously supporting a recommendation that is more of a
tweak to current law than a significant
structural change.
Municipal officials are familiar with
the background. Technology is rapidly
changing the world of telecommunication services. Television, telephone and
Internet services are being provided
by an expanding group of companies,
some through landline infrastructure
and some through wireless infrastructure. These companies are taxed in a
variety of ways. The state imposes a tax
on the personal property of companies
providing “interactive” or “two-way”
telecommunications services. The municipalities impose a tax on the personal
property of “one-way” (typically cable
t.v.) telecommunication providers.
Although that’s the way the law is set
up, there is no longer any bright line
between “one-way” and “interactive”
telecommunications services. In addi-
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tion to its property tax, the state also
imposes a “service provider” tax on
all telecommunications providers. The
result is a multi-layered system of taxation which is perceived as inequitable,
especially by the providers who rely on
land-line infrastructure. They are more
exposed to property taxation than the
wireless providers.
That perception of inequity is exacerbated by the fact that the existing
state tax code has gotten stuck in the
recessionary mud. About 10 years ago,
the Legislature decided to roughly match
up the tax rate that is applied by the state
to the “two-way” personal property with
the tax rate that is applied (by the average
town) to the “one-way” personalty. That
was accomplished by amending state law
to drop the fixed state rate of 27 mills
down to 18 mills. The reduction was
accomplished at the rate of one mill a
year over a 12-year period. The reason
for bottoming-out at 18 mills is that it
was considered the average municipal
mill rate at the time.
As almost always happens with
“ramp ups” or “ramp downs” embedded
in state law, the ramp stops operating
in economic recessions when the state
is strapped for cash. In this case, the
scheduled ramp-down in tax rate has
been suspended by legislative action
for several years at 22 mills. Twentytwo mills is approximately eight mills
higher than the current statewide average
municipal mill rate, and approximately
five mills higher than the average mill
rate in those communities where most
of this property is located.
Although the working group considered a number of “outside the box”
ideas, the final and unanimous recommendation is to impose a state property
tax rate on the full value of the two-way
telecommunications personal property
that is equivalent to the municipal rate
where that property is located.
To implement this proposal, the telecommunication companies are going to
have to report not only the value of their
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personal property to Maine Revenue
Services, but its precise location as well,
which is not currently done. With that
information, Maine Revenue Services
would be able to apply the appropriate
mill rate against the reported value. In
that way, there would no longer be any
discrimination in the way the state taxed
and municipally taxed properties would
be treated.
This recommendation carries negative fiscal implications for the state. For
the last four years, the Legislature has
kept the state mill rate for this type of
property propped up at 22 mills, even
though the underlying law envisioned
that mill rate dropping down by a percentage point each year to 19 mills in
2012 and 18 mills in 2013 (and thereafter). If accepted by the Legislature,
this proposal would immediately drop
that rate to slightly over 17 mills in
2012 and it would thereafter adjust up
or down each year just as the municipal
mill rates might adjust.
Here’s how the numbers work. There
is approximately $800 million worth of
two-way telecommunications property
reported to the state. (For the purposes
of comparison, a survey conducted by
MMA as part of this working group process suggests that there is $300 million
worth of one-way telecommunications
personal property being assessed by the
municipalities.)
With respect to the state-assessed
property, at the current-year rate of 22
mills, $17.6 million in state revenue
is generated. At the rate of 19 mills,
which is the mill rate scheduled for next
year under current law, $15.2 million
would be generated. Approximately
$13.8 million would be generated if
the working group’s recommendation
is implemented. The working group’s
recommendation, therefore, creates a
shortfall of $1.4 million between the
working group’s recommendation and
currently scheduled law, and a $2.4 million gap between the recommendation
and current reality.

Session off to a Slow but Historically Normal Start
As reflected by the content published
in the first two editions of the 2011
Legislative Bulletin, the policymaking
engine in Augusta is still warming up.
Governor LePage is steadily building
his cabinet, having appointed commissioners to lead the Departments of Economic Development, Natural Resources,
Public Safety and Finance. However,
appointments to key posts, including the
Departments of Transportation, Education and Health and Human Services,
have not yet been announced.
Members of the House and Senate
have completed the first leg of the legislative sprint by meeting the January 7th

cloture deadline, which was the date by
which all ideas for legislation had to be
submitted to the Revisors’ Office. Now,
as the revisors process and polish the
submitted ideas and concept drafts into
the fodder that will fuel second leg of the
journey (i.e., the public hearing and work
session process), the pace has slowed.
Although reports from the rumor mill
suggest that well over 2,000 bills will be
ultimately printed, discussed, debated
and decided over the next six months,
as of January 13th only 84 bills had been
printed, 27 of which have some level of
impact on municipalities. While the bill
printing activity appears slow, the level

of activity is on pace with historic trends.
The table below shows the total
number of bills submitted during the First
Regular legislative sessions conducted
between 2001 and 2009. To provide
context, the table also shows the numbers
of bills that had been printed by midJanuary during that same time period.
On average, 132 bills had been
printed by mid-January in the last five
First Sessions. While the 84 bills printed
this year is lagging behind the historic
average, it is well above the number of
bills printed by mid-January 2003, which
was the last time a new administration
took over the reins in Augusta.

Bill Submission Activity in First Sessions 2001-2011

Budget (cont’d)
officials is whether this continuation of
the revenue sharing raid policy is simply
a temporary extension of a policy established for this fiscal year by a previous
Administration and Legislature, or a
harbinger of even more attacks on the
revenue sharing account that will appear
when the proposed FY 2012-2013 state
budget hits lawmakers’ desks next month.
Municipal officials should be talking
to their legislators about that issue.
There are a few other changes in this
proposed supplemental budget worthy
of note:
• What looks like a $5.7 million reduc-

tion in this year’s General Purpose Aid
to Education appropriation is actually
not a reduction in subsidy that would
otherwise support the operations of
school systems. Instead, it is an accounting change where resources that would
otherwise be expended through the GPA
appropriation for “state agency clients”
(school-aged children, often in facilities,
receiving special education services
directly from the state) are channeled
through a separate Child Development
Services account. Although somewhat
innocuous, that change has ripple-effects.
Removing $5.7 million from the state’s
FY 2011 school subsidy appropriation
drops it down to $872.6 million, which
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is 45.84% of the total state-and-local cost
of K-12 public education as measured
by the Essential Programs and Services
school funding model. Under Maine law,
the state’s share of the full EPS model is
scheduled to jump up to the elusive 55%
level next year. Stay tuned.
• The supplemental budget also
includes an appropriation of $935,000
for the state’s share for various declared
disasters, including flooding in February
and March of 2010. Generally, state disaster relief funds are used to reimburse
a certain share (15%) of qualifying
municipal expenditures associated with
responding to floods, hurricanes or similar natural disasters.

IN THE HOPPER
Appropriations & Financial Affairs

Maine To Reduce the Size of the House of Representatives. (Sponsored
by Rep. Harvell of Farmington; additional cosponsors.)

LD 63 – An Act To Authorize a General Fund Bond Issue To Repair
the Mountain Division Rail Line. (Sponsored by Sen. Diamond of
Cumberland Cty; additional cosponsors.)

This resolution sends to the voters a proposed amendment to Maine’s
Constitution that would reduce the size of the House of Representatives
from 151 members to 131 members, with the reduction in membership
beginning in 2015.

This bill sends out the voters a proposed $21 million bond proposal
to repair the Mountain Division rail line between Portland and Fryeburg.

Criminal Justice & Public Safety

Taxation

LD 83 – An Act To Legalize the Sale, Possession and Use of Fireworks.
(Emergency) (Sponsored by Rep. Damon of Bangor; additional
cosponsors.)

LD 79 – An Act To Base the Excise tax on Vehicles on a Percentage
of the Manufacturer’s Suggested Retail Price. (Sponsored by Rep.
Knight of Livermore Falls; additional cosponsors.)

Energy, Utilities & Technology

LD 47 – An Act To Amend the Laws Governing Access to State and State
Aid Highways To Allow a Break in a Control of Access. (Sponsored
by Rep. Peoples of Westbrook; additional cosponsors.)

This emergency bill creates a system to legalize the sale, possession
and use of “consumer fireworks”. Under the terms of the bill, in order to
sell, use or possess consumer fireworks in any municipality, the legislative
body of the town or city must adopt an ordinance allowing those activities.
Municipal police officers, fire officials and code enforcement officers are
authorized by the bill to enforce violations of the consumer fireworks law
and any locally-adopted consumer fireworks ordinance.

This bill reduces municipal motor vehicle excise tax collections by
10%, or approximately $20 million statewide each year. This reduction is
accomplished by requiring the excise tax rates to be applied to 90% of the
manufacturer’s suggested retail price (MSRP) rather than the full MSRP.

Transportation

LD 84 – An Act To Improve the Sewer District Rate Collection
Procedures. (Emergency) (Sponsored by Rep. Fitts of Pittsfield.)

The creation of access to a state highway or state aid highway is limited
under current law to access relocations and development of additional state
highway systems. This bill allows the Commissioner of the Department
of Transportation to approve the creation of access to a state highway or
state aid highway by means of a driveway, entrance or approach upon the
request of the owner and a determination by the Commissioner that the
request will not have an undue adverse impact on the safety and efficiency
of the operation of the highway.

This emergency bill provides sewer districts with the same authority
as sanitary districts to place a mortgage lien on real estate served by the
sewer district for nonpayment of rates, utilizing the same foreclosing
procedures.

Labor, Commerce, Research & Economic Development

LD 43 – An Act To Repeal the Maine Uniform Building and Energy Code.
(Sponsored by Rep. Harvell of Farmington; additional cosponsors.)

LD 52 – An Act To Dedicate a Percentage of the Sales and Use Tax
on Motor Vehicles and Motor Vehicle Parts to the Highway Fund.
(Sponsored by Rep. Cebra of Naples; additional cosponsors.)

This bill repeals the laws enacted in 2008 creating and implementing
the Maine Uniform Building and Energy Code.

This bill transfers 20% of the revenue generated by the sales or use tax
on motor vehicles and motor vehicle parts from the state’s General Fund
to the Highway Fund, beginning in 2012. The transfer is designed to not
affect the resources allocated to the municipal revenue sharing program.

State & Local Government

LD 40 – Resolution, Proposing an Amendment to the Constitution of
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