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Chairs and Members of the Joint Standing Committee on Taxation:

Maine Revenue Services is pleased to submit to the Committee a detailed report on state income tax and
sales tax expenditures. For purposes of this report, 36 M.R.S.A. § 199-B defines tax expenditure as any
provision of state law that results in the reduction of tax revenue due to special exclusions, exemptions,
deductions, credits, preferential rates or deferral of tax liability.

We have excluded from the definition tax expenditures that are (1) required under federal mandate (e.qg.,
the sales tax exclusion for food stamp purchases), (2) created at the state level to maintain conformity
with traditional tax law when the federal government deviates from that law because it creates credits
that the state does not adopt (e.g., the subtraction modification associated with federal work opportunity
credit), or (3) are the result of the state taxing certain activities under a different tax system (e.g., the
income of a financial institution that is an S corporation).

This report provides no recommendation regarding the amendment, repeal or replacement of any tax
expenditure. Such recommendations are traditionally made by the Administration.

If you have any questions, please do not hesitate to contact me.
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Section 1: TAX EXPENDITURES

State law requires Maine Revenue Services to provide two tax expenditure reports in January of every
odd-numbered year. The first report must be included in the state budget document. 5 M.R.S.A.
81664 provides that the document specifically include

... the estimated loss in revenue during the last completed fiscal year and the fiscal year in
progress, and the anticipated loss in revenue for each fiscal year of the ensuing biennium,
caused by the tax expenditures provided in Maine statutes; the term "tax expenditures" means
those State tax revenue losses attributable to provisions of Maine tax laws which allow a
special exclusion, exemption or deduction or which provide a specific credit, a preferential rate
of tax or a deferral of tax liability.

The second report, required by 36 M.R.S.A. § 199-B, must be submitted to the Joint Standing
Committee on Taxation. This report must contain

a summary of each tax expenditure, a description of the purpose and background of the tax
expenditure and the groups likely to benefit from the tax expenditure, an estimate of the cost of
the tax expenditure for the current biennium, any issues regarding tax expenditures that need to
be considered by the Legislature, and any recommendation regarding the amendment, repeal or
replacement of the tax expenditure.”

The Governor’s budget submission for the 2012-13 biennium includes the first report. This report
meets the second statutory requirement.

The tax expenditure budget is a concept that was developed to assure a budget review process for tax
preferences similar to the review required for direct expenditure programs. The federal government
and most state governments engage in a periodic review of tax expenditures. At the federal level a
“normal” income tax structure is first determined using the broadest possible definition of income. Tax
expenditures are reductions in income caused by a special exclusion, exemption or deduction, or
reductions in tax liability which provide a tax credit, preferential tax rate or deferral of tax liability. At
the state level this same “normal” tax law reference is used to calculate both sales and income tax
expenditures.

Generally, tax expenditures provide tax incentives designed to encourage certain activities by
taxpayers or provide relief to taxpayers in special circumstances. Many tax expenditures are the
equivalent of a governmental subsidy in which the foregone tax revenue is essentially a direct budget
outlay to specific groups of taxpayers. The object of this report is to identify and estimate the fiscal
impact of those provisions of the state tax structure which grant benefits analogous to those provided
by direct state spending programs.

In developing this report we have excluded from the above definition of tax expenditure those
expenditures that are (1) established by federal mandate (e.g., the sale tax exclusion for food stamp
purchases), (2) created at the state level to maintain conformity with traditional tax law when the
federal government deviates from that law because it creates credits that the state does not adopt (e.qg.,
the subtraction modification associated with federal work opportunity credit), or (3) the result of the



state taxing certain activities under a different tax system (e.g., the income of a financial institution that
is an S corporation).

In estimating the revenue loss attributed to a particular tax expenditure, it is assumed that the provision
of law granting special tax treatment is repealed and that no other changes in tax law, taxpayer
behavior or general economic activity occur as a result of its repeal. Consequently, it should not be
concluded that the repeal of any of these tax expenditures will necessarily generate the amount of
revenue which they are estimated to forego.

Some tax expenditures are estimated rather accurately from available administrative information or the
state’s micro-simulation tax models. For a much larger number of expenditures, special data must be
developed which is less complete and accurate. Estimates for FY 12 and FY 13 generally assume
modest increases in business activity and inflation, based on the economic forecast provided by
Consensus Economic Forecasting Committee in February 2010.

Finally, there are some expenditures where no information exists, and our limited resources prevent
any special survey or other data generation procedures. Estimates for this group are reported as a
range in an attempt to place some bounds on the size of these expenditures.

Maine's individual and corporate income tax systems are based upon the federal definitions of adjusted
gross income and taxable income. Therefore, certain tax expenditures are authorized by continued
acceptance of the provisions of the Internal Revenue Code. Unlike sales and excise tax expenditures
or state income tax expenditures related to state tax credits or modifications for federal AGI, these are
not subject to a systematic, periodic review by the Legislature. In many cases, the basis for
identifying, estimating and forecasting income tax expenditures which are derived from federal
conformity is either the Joint Committee on Taxation’s Estimates of Federal Tax Expenditures for
Fiscal Years 2009-2013 (January 11, 2010), or the U.S. Treasury Department’s estimates from the
Analytical Perspectives: Budget of the United States Government, Fiscal year 2011.

All tax expenditure estimates in this report reflect revenue loss to the General Fund.



INCOME TAX (Personal and Corporation) and PROPERTY
TAX REIMBUREMENTS

1.001 Reimbursement for business equipment tax exemption to

municipalities.
36 M.R.S.A. § 691

Under this provision, qualified business equipment first subject to property tax assessment on or after
April 1, 2008 will be exempt from property taxes. The state is required to reimburse municipalities for
property revenue loss according to the following schedule: 100% in 2008, 90% in 2009, 80% in 2010,
70% in 2011, 60% in 2012, and for years beginning 2013 and for subsequent years, 50%. Alternate
reimbursement may be chosen by municipalities with business property exceeding 5% of total taxable
value. The alternate reimbursement percentage equals 50% of the property tax revenue loss plus one
half of the percentage that business personal property represents of the total taxable value plus exempt
business personal property value in the municipality. There is also additional reimbursement provided
for municipalities with respect to revenues related to tax increment financing revenues used by
municipalities on their own qualifying tax increment financing projects.

Reason(s) for exemption

Provides an incentive for business to make new investments that will foster economic development.

Estimated General Fund revenue loss

FY ‘12 $19,431,982
FY ‘13 $20,199,715

Methods used to calculate the revenue loss

Estimates based on the Revenue Forecasting Committee report.

Number of tax payers affected

Fewer than 3,000 taxpayers affected.



1.002 Deduction for affordable housing.
36 M.R.S.A. § 5122 (2)(Z) & § 5200-A (2)(Q)

For income tax years beginning on or after January 1, 2006, Maine taxable income (AGI) is reduced by
capital gains and ordinary income resulting from depreciation recaptured determined in accordance
with the Code, 8s 1245 and 1250 realized on the sale of property certified as multifamily affordable
housing property by the Maine State Housing Authority.

Reason(s) for exemption

Exemption is granted to claimants to encourage the preservation of affordable housing in Maine. It is
expected to expand access to housing for young professionals and young families.

Estimated General Fund revenue loss

FY ‘12 $1,583,770
FY 13 $1,662,958

Methods used to calculate the revenue loss

Estimate is based on the Maine Revenue Services data warehouse.

Number of tax payers affected

Fewer than 1,000 taxpayers affected.



1.003 Deduction for social security benefits taxable at federal

level.
36 M.R.S.A. § 5122 (2)(C)

Federal adjusted gross income is reduced by social security benefits and railroad retirement benefits
paid by the United States to the extent included in federal adjusted gross income.

Reason(s) for exemption

Federal taxation of social security benefits provides funds to the Social Security Trust Fund. The state
does not have this need, therefore social security and railroad retirement benefits are excluded from
Maine taxable income.

Estimated General Fund revenue loss

FY “12$55,215,900
FY ‘13 $57,500,650

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse and the individual
income micro-simulation tax model.

Number of taxpayers affected

Estimated 70,000 taxpayers affected.



1.004 Deduction for contributions to capital construction funds.
36 M.R.S.A. § 5122 (2)(1)

For income tax years beginning on or after January 1, 1991, federal adjusted gross income is reduced
by the amount by which federal taxable income is reduced for vessel earnings from fishing operations
contributed to a capital construction fund.

Reason(s) for exemption

An incentive for taxpayers involved in fishing operations for future maintenance or replacements of
fishing vessels.

Estimated General Fund revenue loss

FY ‘12 $0 - $49,999
FY ‘13 $0 - $49,999

Methods used to calculate the revenue loss

The revenue loss is estimated as a range of possible values because little or no data is available.

Number of taxpayers affected

Fewer than 1,000 taxpayers affected.



1.005 Deduction for premiums paid for long-term health care

Insurance.
36 M.R.S.A. § 5122 (2)(L&T)

For income tax years beginning on or after January 1, 2004, federal adjusted gross income is reduced
by the total premiums spent for qualified long-term care insurance contracts reduced by any amount
claimed as a deduction for federal income tax purposes and by the long-term care premiums claimed as
an itemized deduction.

Reason(s) for exemption

. The deduction provides an incentive for taxpayers to save towards extraordinary medical expenses.

Estimated General Fund revenue loss

FY ‘12 $1,981,700
FY ‘13 $2,067,200

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse and the individual
income micro-simulation tax model.

Number of taxpayers affected

Approximately 14,700 taxpayers affected.



1.006 Deduction for pension income.
36 M.R.S.A. § 5122(2)(M)

Federal adjusted gross income is reduced by the lesser of: (1) $6,000 reduced by the individual’s social
security and railroad retirement benefits paid by the United States, but not less than $0, except that the
reduction does not apply to benefits paid under a military retirement plan; or (2) the aggregate of
benefits under employee retirement plans included in the individual’s federal adjusted gross income.

The deduction is available to each individual who is a primary recipient (individual upon whose
earnings the employee retirement plan benefits are based or the surviving spouse of that individual) of
benefits under an employee retirement plan (state, federal or military retirement plan or any other
retirement benefit plan established and maintained by an employer for the benefit of its employees).

Reason(s) for exemption

To provide some degree of equity between public and private pension providers.

Estimated General Fund revenue loss

FY ‘12 $13,761,700
FY 13 $14,393,450

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse and the individual
income micro-simulation tax model.

Number of taxpayers affected

Approximately 43,000 taxpayers affected.



1.007 Deduction for interest and dividends on Maine state and

local securities by individuals.
36 M.R.S.A. § 5122(2)(N)

Federal adjusted gross income is reduced by the amount of interest and dividends on obligations or
securities of this state and its political subdivisions and authorities to the extent included in federal
adjusted gross income.

Reason(s) for exemption

Provides an incentive for investment in Maine state and local bonds.

Estimated General Fund revenue loss

FY ‘12 $198,213
FY ‘13 $201,660

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse and the individual
income micro-simulation tax model.

Number of taxpayers affected

Approximately 5,000 taxpayers affected.



1.008 Deduction for Holocaust victim settlement payments.
36 M.R.S.A. § 5122(2)(0)

Federal adjusted gross income is reduced by Holocaust victim settlement payments received by a
Holocaust victim to the extent included in federal adjusted gross income. A Holocaust victim is an
individual who died, lost property or was a victim of persecution as a result of discriminatory laws,
policies or actions targeted against discrete groups of individuals based on race, religion, ethnicity,
sexual orientation or national origin. “Holocaust victim” includes the spouse or a descendant of such
an individual.

Reason(s) for exemption

Allows the full amount of compensation received to be used by individuals compensated for holocaust
injustices.

Estimated General Fund revenue loss

FY ‘12 $0 — $49,999
FY ‘13 $0 — $49,999

Methods used to calculate the revenue loss

The revenue loss is estimated as a range of possible values because little or no data is available.

Number of taxpayers affected

Approximately 5 taxpayers affected each year.
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1.009 Deduction for contributions to IRC 529 qualified tuition

plans.
36 M.R.S.A. § 5122 (2)(Y)

For tax years beginning on or after January 1, 2007, federal adjusted gross income is reduced by
contributions to a qualified tuition program established under § 529 of the Code up to $250 per
designated beneficiary. The deduction may not be claimed by single or married filing separate
taxpayers with federal adjusted gross income exceeding $100,000 or married joint or head of
household taxpayers with federal adjusted gross income exceeding $200,000.

Reason(s) for exemption

Provides an incentive for Maine taxpayers to save towards future educational expenses for family
members.

Estimated General Fund revenue loss

FY *12 $150,173
FY ‘13 $157,681

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse.

Number of taxpayers affected

Approximately 1,200 taxpayers affected.

11



1.010 Deduction for Dentists with Military Pensions.
36 M.R.S.A. § 5122 (2)(BB)

For tax years beginning on or after January 1, 2008, certain licensed dentists may reduce Maine taxable
income by the amount of military retirement benefits not included in the pension income deduction
allowed by 36 M.R.S.A. § 5122(2)(M). Dentists may claim this deduction only if they practice an
average of 20 hours or more per week in Maine during the tax year and accept patients who receive
MaineCare benefits.

Reason(s) for exemption

Provides an incentive for certain retired dentists to reestablish their dental practice.

Estimated General Fund revenue loss

FY 12 $0 - $49,999
FY 13 $0 - $49,999

Methods used to calculate the revenue loss

Estimates based on the fiscal analysis provided to the Legislature.

Number of taxpayers affected

Fewer than 50 taxpayers affected.

12



1.011 Itemized deductions.
36 M.R.S.A. § 5125

An individual who has claimed itemized deductions from federal adjusted gross income in determining
the individual's federal taxable income for the taxable year may claim itemized deductions from Maine
adjusted gross income.

The sum of an individual’s itemized deductions is: (1) reduced by any state income or sales tax ;(2)
increased by any interest or expense incurred in the production of the individual’s Maine income that
was not deducted in determining the individual’s federal taxable income; (3) reduced by any amount of
deduction attributable to income taxable to financial institutions; (4) reduced by any amount
attributable to interest or expenses incurred in the production of income exempt from tax; and (5)
reduced by any amount included in the basis of the family development account reserve fund credit.

Reason(s) for exemption

Generally provides conformity to federal individual tax law. Conformity reduces filing errors,
increases compliance and keeps Maine taxes competitive with other states.

Estimated General Fund revenue loss

FY 12 $144,284,000
FY 13 $154,040,000

Methods used to calculate the revenue loss

Estimates are based on the Maine Revenue Services individual income micro-simulation tax model.

Number of taxpayers affected

Approximately 170,000 taxpayers affected.
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1.012 Deduction for exempt associations, trusts and

organizations.
36 M.R.S.A. § 5162(2)

An association, trust or other unincorporated organization which by reason of its purposes or activities is
exempt from federal income tax is exempt from Maine income tax except with respect to its unrelated
business taxable income.

Reason(s) for exemption

Conforms to federal tax law and provides tax benefits to charitable and benevolent organizations.

Estimated General Fund revenue loss

FY 12 $0 — $49,999
FY 13 $0 — $49,999

Methods used to calculate the revenue loss

Revenue loss is estimated as a range of possible values because little or no data is available.

Number of tax payers affected

Number of taxpayers affected is not available.
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1.013 Credit for income tax paid to another state by an estate or

trust.
36 M.R.S.A. §5165

A resident estate or trust is allowed a credit for income tax paid to another state, a political subdivision
of such state, the District of Colombia or political subdivision of a foreign country that is analogous to
a state of the United States with respect to income subject to tax from sources in that taxing
jurisdiction.

Reason(s) for exemption

Prevents double taxation at the state level for Maine resident taxpayers with non-Maine source income.

Estimated General Fund revenue loss

FY 12 $0 — $49,999
FY ‘13 $0 — $49,999

Methods used to calculate the revenue loss

Revenue loss is estimated as a range of possible values because little or no data is available.

Number of taxpayers affected

Number of taxpayers affected is not available.
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1.014 Deduction for dividends received from non-unitary

affiliates.
36 M.R.S.A. § 5200-A (2)(G)

The taxable income of a taxpayer under the laws of the United States is reduced by 50% of the
apportionable dividend received during the taxable year from an affiliated corporation that is not
included with the taxpayer in a Maine combined report.

Reason(s) for exemption

Creates greater equity in the treatment (exclusion) of foreign and domestic dividend income in a
simplified manner.

Estimated General Fund revenue loss

FY 12 $2,306,220
FY 13 $2,560,630

Methods used to calculate the revenue loss

Estimates are based on the Maine Revenue Services individual income micro-simulation tax model.

Number of taxpayers affected

Approximately 500 taxpayers affected.
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1.015 Deduction for interest and dividends on U.S., Maine state

and local securities.
36 M.R.S.A. §§ 5200-A (2)(K) and 5200-A(2)(A)

The taxable income of a taxpayer under the laws of the United States is reduced by the amount of
interest or dividends on obligations or securities of the United States, this state and its political
subdivisions and authorities to the extent included in federal taxable income.

Reason(s) for exemption

Provides and incentive for corporations to invest in federal, Maine state and local obligations.

Estimated General Fund revenue loss

FY *12 $312,736
FY *13 $350,833

Methods used to calculate the revenue loss

Estimate is based on data from the Maine Revenue Services corporate income micro-simulation tax
model.

Number of taxpayers affected

Approximately 800 taxpayers affected.
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1.016 Credit to beneficiary for accumulation distribution.
36 M.R.S.A. § 5214-A

A beneficiary of a trust whose adjusted gross income includes all or part of an accumulation distribution
by that trust is allowed a credit against the tax for all or a proportionate part of any tax paid by the trust

on that income in any preceding taxable year which would not have been payable if the trust had in fact
made distribution to its beneficiaries.

Reason(s) for exemption

Eliminates double taxation of income on which a trust has already paid the Maine income tax in a prior
tax year.

Estimated General Fund revenue loss

FY 12 $0 — $49,999
FY ‘13 $0 — $49,999

Methods used to calculate the revenue loss

Revenue loss is estimated as a range of possible values because little or no data is available.

Number of taxpayers affected

Number of taxpayers affected is not available.
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1.017 Jobs and investment tax credit.
36 M.R.S.A. § 5215

An employer is allowed an income tax credit equal to a former qualified federal credit. The credit is
available for taxable years beginning on or after January 1, 1979, except that a credit may be taken with
respect to used property, and may not be allowed with respect to certain retail property. The tax credit
for any taxable year is applicable only to those taxpayers with property considered to be qualified
investment of at least $5,000,000 for the taxable year with a situs in Maine and placed into service by the
taxpayer on or after January 1, 1979. The taxpayer’s tax records and reports must substantiate that at
least 100 new jobs attributable to qualified investment were created in the 24-month period following the
date the property was placed in service. The amount of the credit allowed for any taxable year is limited
to $500,000 or the amount of the tax whichever is less. Unused credits may be carried over to future
years, but the carryforward period must not exceed 6 years.

Reason(s) for exemption

Provides an incentive to businesses to make substantial capital investments in the state...

Estimated General Fund revenue loss

FY 12 $1,000,000 - $2,000,000
FY 13 $1,000,000 - $2,000,000

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse. The estimate is a
range because the amount of the credit taken has been highly variable in recent years.

Number of taxpayers affected

Approximately 10 taxpayers affected.
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1.018 Seed capital investment tax credit.
36 M.R.S.A. § 5216-B

The credit is available for investment in new or recent business ventures, directly and through private
venture capital funds. FAME issues a certificate to investors for up to 40% of the cash equity they
provide to eligible Maine businesses. Investments may be used for fixed assets, research or working
capital. Investments made in eligible businesses located in high-unemployment areas as determined by
FAME are eligible for a tax credit of up to 60% of investment. An aggregate investment up to
$5,000,000 per business is eligible. The investment must be at risk for 5 years. Investors must own
less than 50% of the business and immediate relatives of principal owners are not eligible. An eligible
investment is an investment in a business that: a) is located in Maine; b) has gross sales of $3,000,000
or less per year; c) is the full-time, professional activity of at least one of the principal owners; and d)
is a manufacturer, or a product or service provider with 60% of sales derived from outside the state or
to out-of-state residents, or is engaged in developing or applying advanced technologies, or must bring
significant permanent capital to Maine.

For investments made on or after July 1, 2002, 25% of the authorized credit may be used for each tax
year beginning with the tax year during which the investment was made. Unused credits may be
carried over for up to 15 years.

Reason(s) for exemption

Provides an incentive for investment in small businesses in Maine.

Estimated General Fund revenue loss

FY ‘12 $1,388,173
FY ‘13 $1,647,386

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse.

Number of taxpayers affected

Approximately 300 taxpayers affected.
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1.019 Credit for contributions to family development account

reserve funds.
36 M.R.S.A. § 5216-C

A taxpayer who contributes to a family development account reserve fund is allowed credit equal to
the lesser of (1) $25,000 or (2) 50% of the amount contributed. Only one credit can be claimed on an
annual income tax return. A taxpayer must first exhaust all other credits they are eligible for before
using this credit. The amount of the credit claimed may not reduce the taxpayer’s tax liability to less
than zero. Amount used as a basis for this credit may not be claimed for Maine itemized deductions.

Reason(s) for exemption

Provides an incentive for savings by low income households.

Estimated General Fund revenue loss

FY ‘12 $0 - $49,999
FY “13 $0 - $49,999

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse.

Number of taxpayers affected

Fewer than 10 taxpayers affected.
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1.020 Credit for employer-assisted day care.
36 M.R.S.A. § 5217

An employer is allowed a credit against costs incurred for day care services provided to employees.
The credit is equal to the lowest of: (1) $5,000, (2) 20% of the cost of the day care services provided,
or (3) $100 for each child of an employee of the taxpayer enrolled in the day care service. The credit
doubles in amount if the day care service is considered quality child care service.

“Quality child-care services” is defined as services provided at child-care sites that meet minimum
licensing standards and are accredited by an independent, nationally recognized program approved by
the Department of Health and Human Services (“DHHS”), Office of Child Care and Head Start. The
service provider must utilize recognized quality indicators for child-care services approved by DHHS,
Office of Child Care and Head Start and include provisions for parent and client input, review of the
provider’s policies and procedures, program records and an on-site program review.

Reason(s) for exemption

Designed to help reduce employee absenteeism and unproductive work time. It provides an incentive
for employers to become more involved in the provision of day care for their employees.

Estimated General Fund revenue loss

FY 12 $0 - $49,999
FY 13 $0 - $49,999

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse.

Number of taxpayers affected

Fewer than 30 taxpayers affected.
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1.021 Credit for income tax paid to another taxing jurisdiction.
36 M.R.S.A. § 5217-A

A resident individual is allowed a credit in computing tax liability in Maine for the amount of income
tax imposed on that individual by another state of the United States, a political subdivision of any such
state, the District of Colombia or any political subdivision of a foreign country that is analogous to a
state of the United States with respect to income subject to tax derived from sources in that taxing
jurisdiction.

Reason(s) for exemption

Prevents a hardship in the form of double taxation to the citizens of Maine.

Estimated General Fund revenue loss

FY 12 $39,789,800
FY 13 $40,701,800

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse & the individual
income micro-simulation tax model.

Number of taxpayers affected

Approximately 13,500 taxpayers affected.
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1.022 Credit for employer-provided long-term care benefits.
36 M.R.S.A. § 5217-C

An employer is allowed a credit for long-term care benefits provided to employees. The credit is equal
to the lowest of: (1) $5,000, (2) 20% of the cost of the long-term care insurance, or (3) $100 for each
employee covered by the employer-provided long-term care insurance program. The credit may not
exceed the tax otherwise due. Unused credits may be carried forward up tol5 years.

Reason(s) for exemption

Provides an incentive to employers to provide their employees with long-term care benefits.

Estimated General Fund revenue loss

FY 12 $0 — $49,999
FY ‘13 $0 — $49,999

Methods used to calculate the revenue loss

Revenue loss is estimated as a range of possible values because little or no data is available

Number of taxpayers affected

Fewer than 5 taxpayers affected.
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1.023 Credit for educational opportunity.
36 M.R.S.A. § 5217-D

A nonrefundable credit is available for certain educational loan payments for Maine resident
individuals who earn an associate or bachelor’s degree from a Maine college or university and who
subsequently live in Maine, work for an employer located in Maine and pay taxes in Maine. The credit
is available to eligible graduates and employers making loan payments on behalf of qualifying
employees. Unused credits may be carried over for up to 10 tax years. If eligible, both spouses on a
married-joint return may claim the credit. Maine universities and colleges are required to certify
qualifying loans and caps applicable to the credit.

The employer credit is limited to eligible payments made during the term of the qualified employee’s
employment and is also limited to 50% of the credit amount if the qualified employee works only part-
time (16-32 hours weekly). A qualified employee is an employee that would be eligible to claim the
credit if they had made the loan payments. The employer credit cannot exceed the amount that the
qualified employee could claim as a credit if the employee had made the loan payments. An employer
claiming the credit may not also claim the Recruitment Credit under 36 M.R.S.A. § 5219-V with
respect to loan payments made on behalf of the same employee.

Only scheduled loan payments made during the tax year are eligible for the credit. Generally, the
credit is available with respect to Educational Opportunity Programs beginning after 2007.

Reason(s) for exemption

Provides an incentive to graduates of Maine colleges and universities to stay in Maine after graduation
and for employers to hire Maine college graduates.

Estimated General Fund revenue loss

FY 12 $66,500
FY ‘13 $118,750

Methods used to calculate the revenue loss

Estimate is based on Maine Revenue Services data warehouse.

Number of tax payers affected

Fewer than 50 taxpayers affected in 2009.
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1.024 Income tax credit for child care expenses.
36 M.R.S.A. § 5218

An individual taxpayer is allowed a credit for expenses incurred for the care of a child or a dependent
during the year, while the taxpayer worked or looked for work. The credit is 25% (21.5% during tax
years beginning in 2003, 2004, and 2005) of the allowable federal tax credit. The credit with respect to
quality child care services doubles. The credit is refundable up to $500.

“Quality child-care services” is defined as services provided at child-care sites that meet minimum
licensing standards and are accredited by an independent, nationally recognized program approved by
the Department of Health and Human Services (“DHHS”), Office of Child Care and Head Start. The
service provider must utilize recognized quality indicators for child-care services approved by DHHS,
Office of Child Care and Head Start and include provisions for parent and client input, review of the
provider’s policies and procedures, program records and an on-site program review.

Reason(s) for exemption

Helps taxpayers to be gainfully employed, by providing tax relief for working parents, especially lower
income single parents.

Estimated General Fund revenue loss

FY ‘12 $3,620,688
FY ‘13 $3,631,161

Methods used to calculate the revenue loss

Estimate is based on data from the Maine Revenue Services individual income micro-simulation tax
model.

Number of taxpayers affected

Approximately 28,000 taxpayers affected.
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1.025 Retirement and disability credit.
36 M.R.S.A. § 5219-A

Individuals who have attained age 65 or who retired on disability before the close of the tax year are
allowed a credit equal to 20% of the federal under the Code, 8§ 22. In no case may this credit reduce the
Maine income tax to less than zero.

Reason(s) for exemption

Provides tax relief to low income individuals. Conformity reduces filing errors, increases compliance,
keeps Maine taxes competitive with other states and provides an incentive to workers to save for
retirement.

Estimated General Fund revenue loss

FY ‘12 $16,738
FY *13 $17,575

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse.

Number of taxpayers affected

Approximately 140 taxpayers affected.
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1.026 Forest management planning income credits.
36 M.R.S.A. § 5219-C

Once every 10 years, a taxpayer incurring forest management planning costs is allowed a credit equal
to the lesser of $200 or the individual’s cost for having the forest management plan developed. Eligible
parcels are limited to parcels greater than 10 acres.

Reason(s) for exemption

Provides and incentive to practice good forest management by allowing a credit for all or a portion of
the cost of the program.

Estimated General Fund revenue loss

FY’12 $83,259
FY’13 $94,315

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse & the individual
income micro-simulation tax model.

Number of taxpayers affected

Approximately 330 taxpayers affected.
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1.027 Research expense tax credit.
36 M.R.S.A. § 5219-K

An income tax credit is allowed for investment in research and development. The credit is equal to 5%
of the excess, if any, of the qualified research expense for the taxable year over the average spent by
the taxpayer on qualified research during the three prior tax years; plus 7.5% of the basic research
payments made during the taxable year. The total taxpayer credit claimed can not reduce the taxpayer’s
tax liability for any tax year to less than zero. The credit is limited to research expenses incurred in
Maine.

Reason(s) for exemption

Provides an incentive to encourage Maine businesses to invest in research and development in Maine.

Estimated General Fund revenue loss

FY ‘12 $784,999
FY ‘13 $1,169,822

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data.

Number of taxpayers affected

Approximately 85 taxpayers affected.
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1.028 Super credit for substantially increased research &

development.
36 M.R.S.A. § 5219-L

This credit is available to taxpayers that qualify for the Research Expense Tax Credit (see 36
M.R.S.A.§ 5219-K) and whose qualified research expenses (as defined by IRC § 41 as of December
31,1994) exceed the super credit base amount. The super credit base amount is the average research
expense for the three taxable years immediately preceding June 12, 1997, increased by 50%. This
credit applies only to the amount spent on research conducted in Maine. The credit is equal to the
lesser of the excess qualified research expenses over the super credit base amount or 50% of the tax
due after all other credits. The credit may not reduce the current year’s tax liability to less than the tax
liability of the previous year after credits. Any unused credit amount may be carried over for 5 years.
Special rules apply to corporations filing a Maine combined return.

Reason(s) for exemption

Provides an incentive for businesses to substantially increase investment in research and development
in Maine.

Estimated General Fund revenue loss

FY ‘12 $2,279,424
FY 13 $3,049,017

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse.

Number of taxpayers affected

Approximately 70 taxpayers affected.
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1.029 High-technology investment tax credit.
36 M.R.S.A. § 5219-M

This credit is available to taxpayers engaged in high-technology activity that purchase and use eligible
equipment or that lease eligible equipment from a lessor. High-technology activity includes the design,
creation and production of computer software, computer equipment, supporting communications
components and other accessories that are directly associated with computer software and equipment.
It also includes the provision of internet access services and advanced telecommunications services.
Eligible equipment includes computer equipment, electronic components and accessories,
communication equipment and computer software placed into service in Maine. Eligible equipment
must be used in a high-technology activity. Eligible equipment used in wire line telecommunications
must be capable of transmitting data at 200 kilobits or more per second in at least one direction.
Eligible equipment used in wireless telecommunications must be capable of transmitting data at 42
kilobits or more per second in at least one direction. Generally the credit is equal to the investment
credit base of eligible equipment that was placed into service in Maine during the tax year. The
investment credit base is the adjusted basis of the equipment on the date that the equipment was placed
into service in Maine for the first time.

The credit (including carry forward amounts) is limited to the tax liability of the taxpayer and may not
reduce the tax liability of the current year to less than the tax liability of the previous year after all
other credits except the High-technology credit. In addition, the credit may not be used to reduce the
tax liability of the taxpayer by more than $100,000 after the allowance of all other credits except the
Family Development Account Reserve Fund Credit (36 M.R.S.A. § 5216-C) and the Super Research
Credit (36 M.R.S.A. 8§ 5219-L). Generally, unused credit amounts may be carried forward for up to 5
taxable years; however, certain unused credits may be carried forward for up to 10 years. Special rules
apply to corporations filing a combined return.

Reason(s) for exemption

Provides and incentive for businesses to invest in equipment that is used in high-technology business
activity.

Estimated General Fund revenue loss

FY ‘12 $1,121,683
FY ‘13 $1,350,705

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse & the individual
income micro-simulation tax model.

Number of taxpayers affected

Approximately 60 taxpayers affected.
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1.030 Low-income tax credit.
36 M.R.S.A. § 5219-N

An individual whose Maine taxable income is $2,000 or less is allowed a credit equal to the tax
otherwise due. The credit cannot be claimed if the taxpayer (1) is claimed as a dependent on another
individual’s tax return, or (2) is subject to the Maine minimum tax.

Reason(s) for exemption

Provides tax relief to low income taxpayers.

Estimated General Fund revenue loss

FY 12 $588,763
FY ‘13 $594,651

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse & the individual
income micro-simulation tax model.

Number of taxpayers affected

Approximately 24,000 taxpayers affected.
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1.031 Credit for dependent health benefits paid.
36 M.R.S.A. § 5219-0

This credit is available to employers that offer a qualified health benefit plan and that employ fewer
than five employees. This credit is equal to the lesser of 20% of the dependent health benefits paid by
the employer or $125 per employee with dependent health coverage. A taxpayer that employs five or
more employees after qualifying for the credit may continue to qualify for the credit for another two
years. Otherwise, a taxpayer may claim a credit only for those periods during which the employer: 1)
offers a qualified health benefit plan that is made available to all of its low-income employees; 2) pays
at least 80% of the health insurance costs for each low-income employee under the plan; and 3) pays at
least 60% of the cost of dependent health insurance benefits for children under 19 who are dependents
of low-income employees under the plan. The credit is limited to 50% of the regular income tax due.
Any unused credit may be carried forward for two years.

Reason(s) for exemption

Provides an incentive for small employers to provide health insurance coverage to low-income
employees.

Estimated General Fund revenue loss

FY 12 $0 — $49,999
FY ‘13 $0 — $49,999

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse.

Number of taxpayers affected

Fewer than 5 taxpayers affected.
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1.032 Quiality child care investment credit.
36 M.R.S.A. § 5219-Q

A taxpayer that has made an investment during the tax year toward the goal of providing quality child-
care services is allowed a credit in an amount equal to the qualifying portion of expenditures paid or
expenses incurred by the taxpayer for certified investments in child-care services. For corporations, the
qualifying portion is 30% of up to $30,000 of expenditures, apportioned if part of an affiliated group
engaged in a unitary business. For individual taxpayers that expend at least $10,000

during the tax year, the qualifying portion is $1,000 each year for nine years and $11,000 in year ten.
The credit is limited to the income tax otherwise due, excluding minimum tax, but any excess can be
carried over to the following year or years until exhausted.

“Quality child-care services” is defined as services provided at child-care sites that meet minimum
licensing standards and are accredited by an independent, nationally recognized program approved by
the Department of Health and Human Services (“DHHS”), Office of Child Care and Head Start. The
service provider must utilize recognized quality indicators for child-care services approved by DHHS,
Office of Child Care and Head Start and include provisions for parent and client input, review of the
provider’s policies and procedures, program records and an on-site program review.

Reason(s) for exemption

Provides and incentive for the provision of quality child care services in Maine. The credit has the
impact of lowering the cost of expenditures made by affected service providers.

Estimated General Fund revenue loss

FY ‘12 $0 — $49,999
FY ‘13 $0 — $49,999

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse & the individual
income micro-simulation tax model.

Number of taxpayers affected

Approximately 10 taxpayers affected.
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1.033 Credit for rehabilitation of historic properties.
36 M.R.S.A. §§ 5219-R & 5219-BB

A taxpayer is allowed a credit equal to the amount of the federal credit claimed under § 47 of the Code
with respect to expenditures incurred after December 31, 1999 for a certified historic structure located
in the Maine. The credit is nonrefundable and is limited to $100,000 annually per taxpayer. The credit
IS subject to federal recapture and carry-forward provisions.

A taxpayer that is a national historic landmark developer is allowed a refundable credit in lieu of the
credit described above. The credit is equal to the federal credit determined under the Code, 8 47. This
refundable credit applies to tax years beginning on or after January 1, 2006 but before January 1, 2010.
The annual credit may not exceed $500,000 per year regardless of the number of taxpayers claiming
the credit.

A taxpayer that is entitled to a credit under § 47 of the Code for building number 2 located in the
Lockwood Mill Historic District is allowed a refundable credit in lieu of the credit described above.
The credit is equal to the federal credit determined under the Code, § 47. This refundable credit
applies to tax years beginning on or after January 1, 2008 but before January 1, 2014. The annual
credit may not exceed $1,000,000 per year.

For tax years beginning on or after January 1, 2008, this credit is expanded. The credit is 25% of
qualified expenditures either for which a federal credit is claimed under the Code 8§ 47 or for which a
federal credit is not claimed, but qualified expenditures are between $50,000 and $250,000. The credit
must exclude expenditures incurred after 2013. Certain affordable housing projects may qualify for a
30% credit. The credit must be taken in 25% increments over four years and is limited to $5 million for
each project.

Reason(s) for exemption
Designed to enlist private funds for the rehabilitation of historic properties. The credit helps reduce the
cost of these projects.

Estimated General Fund revenue loss

FY 12 $1,000,000 - 3,000,000
FY 13 $1,000,000 - 3,000,000

Methods used to calculate the revenue loss
Estimate is based on data from the Maine Revenue Services data warehouse and on fiscal analysis
provided to the Legislatures.

Number of taxpayers affected

Approximately 25 taxpayers affected.
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1.034 Earned income credit.
36 M.R.S.A. § 5219-S

A taxpayer is allowed a credit equal to 5% of the federal earned income credit. The rate was 4% for tax
years beginning in 2009 and 2010. The credit may not reduce the state income tax to less than zero.

Reason(s) for exemption

Creates incentive for individuals to enter the workforce. It raises the after-tax income of lower and
moderate income families, especially those with dependents.

Estimated General Fund revenue loss

FY ‘12 $2,813,900
FY 13 $2,913,650

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse & the individual
income micro-simulation tax model.

Number of tax payers affected

Approximately 45,000 taxpayers affected.
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1.035 Pine Tree Development Zone tax credit.
36 M.R.S.A. § 5219-W

The credit is available to certain businesses that expand or begin operations in a designated area of the
state targeted with the need for economic growth. The credit allowed is 100% of the Maine tax liability
for the first five years and 50% of the tax for each of years six through ten. Only the tax associated
with qualified business activity is eligible for the credit.

Pine Tree Development Zones include military redevelopment zones. A military redevelopment zone
IS an area within a municipality that is contained within a labor market that includes a military facility
that sustained a loss of 400 or more employed workers, if the loss was caused by a federal military
facility closure, during the 5-year period immediately preceding the time the application for
designation as a military redevelopment zone was made.

Reason(s) for exemption

Provides an incentive for economic development in Maine.

Estimated General Fund revenue loss

FY ‘12 $692,143
FY ‘13 $726,750

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse and fiscal analyses
provided to the Legislature.

Number of tax payers affected

Approximately 30 taxpayers affected.
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1.036 Biofuel commercial production and commercial use.
36 M.R.S.A. § 5219-X

A taxpayer engaged in the production of biofuels in Maine who has received certification from the
Commissioner of Environmental Protection is allowed a credit against tax imposed on income derived
during the taxable year from the production of biofuel. The credit is equal to five cents per gallon of
certified liquid biofuel or gaseous biofuel. The credit may not reduce the taxpayer’s liability to less than
zero, but unused credits may be carried over to the next succeeding five taxable years.

Reason(s) for exemption

Provides an incentive for the production of biofuels in the state.

Estimated General Fund revenue loss

FY 10 $0 - $49,999
FY 11 $0 - $49,999

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse.

Number of tax payers affected

Fewer than 5 taxpayers affected.
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1.037 Tax benefits for media production companies.
36 M.R.S.A. § 5219-Y, c. 919-A

For tax years starting on or after January 1, 2006, a media production company that intends to
undertake a media production in Maine may apply to the Department of Economic and Community
Development to have the production, or a portion of the production, certified for purposes of claiming
the media production reimbursement pursuant to 36 M.R.S.A., chapter 919-A and the income tax
credit under 36 M.R.S.A., 8 5219-Y. A qualified media production company is allowed a
reimbursement equal to 12% of certified production wages paid to employees who are residents of
Maine and 10% of certified production wages paid to other employees. The tax credit may not reduce
the tax otherwise due to less than zero and may be used only in the year in which the certified media
production income is generated. Taxpayers claiming the Pine Tree Development Zone credit are not
eligible for this credit.

Reason(s) for exemption

Provides an incentive for media production activity to the State.

Estimated General Fund revenue loss

FY ‘12 $50,000 - $249,999
FY “13 $50,000 - $249,999

Methods used to calculate the revenue loss

Estimate is based on fiscal analysis provided to the Legislature and the few program applicants that
have participated so far.

Number of tax payers affected

Approximately 10 taxpayers affected.
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1.038 Tax credit for pollution-reducing boilers
36 M.R.S.A. §5219-Z

The credit is available to businesses that use pollution-reducing boilers or furnace systems certified by
the Department of Environmental Protection. The credit is equal to 1.5 cents per kilowatt-hour in heat
energy produced by the pollution-reducing boiler, but in no case may the credit reduce the taxpayer’s
tax liability to less than zero. The credit applies to certified boilers placed in service, or modified, after
January 1, 2006. The credit expires December 31, 2009.

Reason(s) for exemption

Provides an incentive for businesses to use environmentally friendly boilers.

Estimated General Fund revenue loss

FY 12 $0 - $49,999
FY 13 $0 - $49,999

Methods used to calculate the revenue loss

Estimate is based on fiscal analysis provided to the Legislature.

Number of tax payers affected

Number of taxpayers affected is not available.
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1.039 Dental care access credit.
36 M.R.S.A. § 5219-BB

Dentists certified as eligible for this credit by the Department of Health and Human Services, Oral
Health Program (“OHP”) may claim a $15,000 nonrefundable credit on their individual income tax
return. OHP may certify up to 5 eligible dentists in 2009 and an additional 5 eligible dentists in 2010.
To be eligible, the dentist must be licensed by Maine and must practice in an underserved area of
Maine for at least 5 years. The credit may be claimed beginning the first year the dentist meets the
conditions of eligibility for at least 6 months and each of the 4 subsequent years as long as they retain
eligibility.

Reason(s) for exemption

Provides an incentive for dentists to locate their practice in underserved areas of the state.

Estimated General Fund revenue loss

FY 12 $0 - $49,999
FY 13 $0 - $49,999

Methods used to calculate the revenue loss

Estimate is based on fiscal analysis provided to the Legislature.

Number of tax payers affected

Ten or fewer taxpayers affected.
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1.040 Maine residents property tax program.
36 M.R.S.A. Chapter 907

A resident individual who occupied a homestead in Maine for the entire calendar year may be eligible
for property tax relief for rent paid or property taxes assessed. For rent paid or property taxes assessed
in 2009, a single-member elderly household is eligible to a benefit based on the following scheme:

If household income equals  THEN the benefits will be

$0 to $13,400 100% of the benefit base up to a maximum of $400
$13,401 to $13,900 75% of the benefit base up to a maximum of $300
$13,801 to $14,300 50% of the benefit base up to a maximum of $200
$14,301 to $14,700 25% of the benefit base up to a maximum of $100

An elderly household with 2 or more members is eligible to a benefit based on the following scheme:

If household income equals ~ THEN the benefits will be

$0 to $16,100 100% of the benefit base up to a maximum of $400
$16,101 to $17,000 75% of the benefit base up to a maximum of $300
$17,001 to $17,700 50% of the benefit base up to a maximum of $200
$17,701 to $18,200 25% of the benefit base up to a maximum of $100

No claim of less than $5 may be granted.

For a claimant representing a non-elderly household, the benefits for the program beginning in August
2010 are calculated based on the following formula: 50% of the benefit base (property tax or rent
equivalent up to $3,650 for single-member households and up to $4,750 for households with 2 or more
members) that exceeds 4% but does not exceed 8% of income plus 100% of the benefit base that
exceeds 8% of income. The maximum benefit is $2,000, and the minimum benefit is $10. For the
program years beginning in August 2009 and August 2010, the non-elderly refund is equal to 80% of
the amount in the formula described above. The maximum income limits are $64,950 for single-
member households and $86,600 for households with two or more members.

Reason(s) for exemption

Provides property tax relief to certain Maine residents.

Estimated General Fund revenue loss

FY ‘12 $56,000,000
FY “13 $57,700,000

Methods used to calculate the revenue loss
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Estimate is based on data from Maine Revenue Services individual income micro-simulation tax
model.

Number of taxpayers affected

Approximately 93,000 taxpayers affected.
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1.041 Reimbursement for taxes paid on certain business property

(BETR).
36 M.R.S.A. Chapter 915

A business against which property taxes have been assessed with respect to eligible property (generally
qualified business property first placed in service in Maine, or constituting construction in progress
commenced in Maine, after April 1, 1995) and who has paid those taxes is entitled to reimbursement of
those taxes from the State. The reimbursement is 100% of the taxes assessed and paid with respect to
eligible property.

Reason(s) for exemption

Provides an incentive for business investment and subsequent economic development.

Estimated General Fund revenue loss

FY 12 $52,052,995
FY 13 $46,782,583

Methods used to calculate the revenue loss

Estimate is based on data from the Maine Revenue Services individual income micro-simulation tax
model.

Number of taxpayers affected

Approximately 2,000 taxpayers affected.

44



1.042 Employment tax increment financing.
36 M.R.S.A. Chapter 917

A qualified business is entitled to reimbursement of Maine income tax withheld during the calendar
year for which reimbursement is requested and attributed to qualified employees after July 1, 1996 in
the following amounts:

For qualified employees employed by a qualified business in state labor market areas in which the
labor market unemployment rate is at or below the state unemployment rate at the time of the
application, the reimbursement is equal to 30% of the withholding taxes withheld during each of the
first 5 calendar years for which reimbursement is requested and attributed to those qualified
employees.

For qualified employees employed by a qualified business in state labor market areas in which the
labor market unemployment rate is greater than the state unemployment rate at the time of the
application, the reimbursement is equal to 50% of the withholding taxes withheld during each of the
first 5 calendar years for which reimbursement is requested and attributed to those qualified
employees.

For qualified employees employed by a qualified business in state labor market areas in which the
labor market unemployment rate is greater than 150% of the state unemployment rate at the time of the
application, the reimbursement is equal to 75% of the withholding taxes withheld during each of the
first 5 calendar years for which reimbursement is requested and attributed to those qualified
employees.

For qualified Pine Tree Development Zone employees, employed directly in the qualified business
activity of a qualified Pine Tree Development Zone business, for whom a certificate has been issued,
the reimbursement under this subsection is equal to 80% of Maine income tax withheld each year for
which reimbursement is requested and attributed to those qualified employees for a period of no more
than 10 years for tier 1 locations and no more than 5 years for tier 2 locations. Reimbursement under
this paragraph may not be paid for years beginning after December 31, 2028.

Reason(s) for exemption

Provides incentives for businesses to hire new employees with a designated level of wages, health and
retirement benefits.

Estimated General Fund revenue loss

FY ‘12 $7,156,182
FY ‘13 $7,557,233

Methods used to calculate the revenue loss

Estimate is based on information from the Maine Revenue Services data warehouse & the individual
income micro-simulation tax model.
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Number of taxpayers affected

Approximately 200 taxpayers affected.

46



1.043 Shipbuilding facility credit.
36 M.R.S.A. § Chapter 919

This credit against the Maine income tax withholding liability is available to shipbuilders that meet the
following criteria: (1) own, operate or propose to construct a shipbuilding facility within Maine, (2)
propose to make a qualified investment certified by the Commissioner of Economic and Community
Development, (3) employ at least 6,500 qualified employees at the time the application is filed and (4)
cannot otherwise qualify for the Maine Employment Tax Increment Financing Program.

In addition the claimant’s workforce must (1) be certified or qualified full-time employees whose
income is taxable by the state; (2) have access to a retirement program also available to qualified
employees; (3) individually have income, calculated on a calendar year basis that is greater than the
average per capita income in the state. The credit is equal to the withholding liability up to $3,500,000,
for each calendar year, but limited to the withholding liability relative to wages of qualified employees
on or after July 1% of each calendar year.

Reason(s) for exemption

Encourages major investment in shipbuilding projects in Maine.

Estimated General Fund revenue loss

FY ‘12 $2,968,750
FY ‘13 $2,968,750

Methods used to calculate the revenue loss

Estimate is based on data from the Maine Revenue Services data warehouse.

Number of tax payers affected

Fewer than 5 taxpayers affected.
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1.044 Pension contributions & earnings - employer-provided

pension contributions and earnings.
36 M.R.S.A. § 5102 (1-D)

Taxpayers may exclude from adjusted gross income, employer contributions to individual pension
plans. The tax on the related investment income is deferred until it is withdrawn.

Reason(s) for exemption

Maine generally conforms to federal income exclusion and deduction provisions used to calculate
federal adjusted gross income. Conformity reduces filing errors, eases tax administration and increases
tax compliance. Conformity also helps keep Maine taxes more competitive with other states.

Estimated General Fund revenue loss

FY ‘12 $228,588,997
FY 13 $276,937,237

Methods used to calculate the revenue loss

Estimate source: Tax Expenditure Estimates by Budget Function, Fiscal Years 2009-2013, compiled
by the U.S. Joint Standing Committee on Taxation.

Number of taxpayers affected

Number of taxpayers affected is not available.
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1.045 Pension contributions & earnings - individual retirement

plans.
36 M.R.S.A. § 5102 (1-D)

Taxpayers may deduct from adjusted gross income (AGI) contributions to various Individual
Retirement Accounts (IRAs). The IRA contribution limit is $5,000 in 2009 and 2010 and is indexed
thereafter. Taxpayers over age 50 may make additional “catch-up” contributions of $1,000 beginning
in 2006.

Deductible IRAs — Married taxpayers with AGI below $109,000 ($63,000 for single filers) in 2009
may claim a deduction for IRA contributions. The IRA deduction is phased out for married taxpayers
with AGI between $89,000 and $109,000 ($53,000 and $63,000 for single filers). Taxpayers whose
AGI is above the phase-out range may also claim a deduction for IRA contributions if they (or their
spouse) are active participants in an employer-provided retirement plan. The tax in the investment
income earned by 401(k) plans, non-deductible IRAs, and deductible IRAs is deferred until the money
is withdrawn.

Roth IRA — Contributions to a Roth IRA are not deductible. Married taxpayers with incomes below
$176,000 ($120,000 for single filers) may make non-deductible contributions to Roth IRAs. The
maximum contribution to a Roth IRA is phased out for taxpayers with AGI between $166,000 and
$176,000 ($105,000 and $120,000 for singles). Investment income of a Roth IRA is not taxed when
earned nor when it is withdrawn.

Other Non-Deductible IRAs — Taxpayers may contribute to a non-deductible IRA regardless of income
and whether or not they are active participants in an employee-provided retirement plan. The income
earned by non-deductible IRAs is deferred until withdrawn.

Reason(s) for exemption

Maine generally conforms to federal income exclusion and deduction provisions used to calculate
federal adjusted gross income. Conformity reduces filing errors, eases tax administration and increases
tax compliance. Conformity also helps keep Maine taxes more competitive with other states.

Estimated General Fund revenue loss

FY ‘12 $22,317,011
FY ‘13 $27,730,543

Methods used to calculate the revenue loss

Estimate source: Tax Expenditure Estimates by Budget Function, Fiscal Years 2009-2013, compiled
by the U.S. Joint Standing Committee on Taxation.

Number of taxpayers affected

Number of taxpayers affected is not available.
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1.046 Pension contributions & earnings - partners & sole

proprietors - KEOGH plans.
36 M.R.S.A. §5102 (1-D)

Self-employed individuals may make deductible contributions to their own retirement (Keogh) plans
equal to 25 percent of their income, up to a maximum of $49,000 in 2009. Total plan contributions are
limited to 25 percent of the firm’s total wages. Tax on the investment income earned by the Keogh
plan is deferred until withdrawn.

Reason(s) for exemption

Maine generally conforms to federal income exclusion and deduction provisions used to calculate
federal adjusted gross income. Conformity reduces filing errors, eases tax administration and increases
tax compliance. Conformity also helps keep Maine taxes more competitive with other states.

Estimated General Fund revenue loss

FY ‘12 $19,113,083
FY 13 $19,665,485

Methods used to calculate the revenue loss

Estimate source: Tax Expenditure Estimates by Budget Function, Fiscal Years 2009-2013, compiled
by the U.S. Joint Standing Committee on Taxation.

Number of taxpayers affected

Number of taxpayers affected is not available.
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1.047 Employer-provided accident and disability benefits.
36 M.R.S.A. § 5102 (1-D)

Taxpayers may exclude employer-provided accident and disability benefits from their gross income
even if the employer’s costs for the benefits are a deductible business expense.

Reason(s) for exemption

Maine generally conforms to federal income exclusion and deduction provisions used to calculate
federal adjusted gross income. Conformity reduces filing errors, eases tax administration and increases
tax compliance. Conformity also helps keep Maine taxes more competitive with other states.

Estimated General Fund revenue loss

FY “12 $4,020,601
FY ‘13 $4,243,968

Methods used to calculate the revenue loss

Estimate source: Tax Expenditure Estimates by Budget Function, Fiscal Years 2009-2013, compiled
by the U.S. Joint Standing Committee on Taxation.

Number of taxpayers affected

Number of taxpayers affected is not available.
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1.048 Employer-provided group term life insurance benefits.
36 M.R.S.A. § 5102 (1-D)

Taxpayers may exclude employer-provided life insurance benefits from their gross income even if the
employer’s cost for the insurance is a deductible business expense. The benefits are excludable to the
extent the employer’s share of the total insurance cost does not exceed $50,000.

Reason(s) for exemption

Maine generally conforms to federal income exclusion and deduction provisions used to calculate
federal adjusted gross income. Conformity reduces filing errors, eases tax administration and increases
tax compliance. Conformity also helps keep Maine taxes more competitive with other states.

Estimated General Fund revenue loss

FY ‘12 $2,814,784
FY 13 $2,927,376

Methods used to calculate the revenue loss

Estimate source: Tax Expenditure Estimates by Budget Function, Fiscal Years 2009-2013, compiled
by the U.S. Joint Standing Committee on Taxation.

Number of taxpayers affected

Number of taxpayers affected is not available.
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1.049 Employer-paid medical insurance and expenses.
36 M.R.S.A. §5102 (1-D)

Employer-paid health insurance premiums and medical expenses (including long-term care) are
excluded from an employee’s gross income even if the employer’s cost for the insurance is deducted as
a business expense. Self-employed individuals may also deduct part of family health insurance
premiums.

Reason(s) for exemption

Maine generally conforms to federal income exclusion and deduction provisions used to calculate
federal adjusted gross income. Conformity reduces filing errors, eases tax administration and increases
tax compliance. Conformity also helps keep Maine taxes more competitive with other states.

Estimated General Fund revenue loss

FY “12$147,859,900
FY “13$157,836,800

Methods used to calculate the revenue loss

Estimate source: Tax Expenditure Estimates by Budget Function, Fiscal Years 2009-2013, compiled
by the U.S. Joint Standing Committee on Taxation.

Number of taxpayers affected

Number of taxpayers affected is not available.
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1.050 Public assistance benefits.
36 M.R.S.A. § 5102 (1-D)

Public assistance benefits are excluded from tax. Normal tax method considers cash transfers from
public agencies as taxable and, thus, treats the exclusion for public assistance benefits as a tax
expenditure.

Reason(s) for exemption

Maine generally conforms to federal income exclusion and deduction provisions used to calculate
federal adjusted gross income. Conformity reduces filing errors, eases tax administration and increases
tax compliance. Conformity also helps keep Maine taxes more competitive with other states.

Estimated General Fund revenue loss

FY 12 $4,932,400
FY ‘13 $5,492,900

Methods used to calculate the revenue loss

Estimate source: Tax Expenditure Estimates by Budget Function, Fiscal Years 2009-2013, compiled
by the U.S. Joint Standing Committee on Taxation.

Number of taxpayers affected

Approximately 30,000 taxpayers affected.
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1.051 Workers’ compensation benefits — disability and survivors

payments.
36 M.R.S.A. § 5102 (1-D)

Workers compensation provides payment to disabled workers. These benefits, although income to the
recipients, are not subject to income tax.

Reason(s) for exemption

Maine generally conforms to federal income exclusion and deduction provisions used to calculate
federal adjusted gross income. Conformity reduces filing errors, eases tax administration and increases
tax compliance. Conformity also helps keep Maine taxes more competitive with other states.

Estimated General Fund revenue loss

FY ‘12 $3,475,100
FY ‘13 $3,475,100

Methods used to calculate the revenue loss

Estimate source: Tax Expenditure Estimates by Budget Function, Fiscal Years 2009-2013, compiled
by the U.S. Joint Standing Committee on Taxation.

Number of taxpayers affected

Number of taxpayers affected is not available.
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1.052 Expensing multi-period timber growing costs.
36 M.R.S.A. § 5102 (1-D)

Most of the production costs of growing timber may be expensed (rather than capitalized) and
deducted when the timber is sold. In most other industries, these costs are capitalized under the
uniform capitalization rules.

Rea