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H.P. 1131 House of Representatives, April 26, 2005 

An Act To Rebalance Maine's Tax Code 
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2 PARTK 

4 Sec. K-l. 36 MRSA §5219-Y is enacted to read: 

6 §52l9-Y. Principal residence transfer credit 

8 A taxpayer who tral).sfeLl> property that was the taxpayer's 
permanent residence or who purchases property for that taxpayer's 

10 permanent residence, as defined in section 681, is allowed a 
.rej:unqab1e cre_dit_gq~in~J;.h~g~lJ'l.t~osed under this Part equal 

12 to 50% of the tax paid by the taxpayer under section 4641-A. 

14 Sec. K-2. Application. This Part applies to tax years 

16 

18 

20 

22 

24 

beginning on or after January 1, 2006. 

PARTL 

Sec. L-l. 36 MRSA §4365. as amended by PL 2003, c. 705, §6, 
is further amended to read: 

§4365. Rate of tax 

A tax is imposed on all cigarettes imported into this State 
26 or held in this State by any person for sale at the rate of -4+ 

75 mills for each cigarette. Payment of the tax is evidenced by 
28 the affixing of stamps to the packages containing the cigarettes. 

30 Sec. L-2. 36 MRSA §4365-E, as enacted by PL 2001, c. 439, Pte 
SSSS, §2, is repealed. 

32 
Sec. L-3. 36 MRSA §4365-F is enacted to read: 

34 
§4365-F. "pp,lj,ca,tj,pn of_cigaI;'ett_e _tax ri;lte increase 

36 effective January 1. 2006 

38 The following provisions apply to cigarettes held for resale 
on January 1, 2006. 

40 
1. Stamped rate. Cigarettes stamped at the rate of 47 

42 mills per cigarette and held for resale after December 31, 2005 
are subject to tax at the rate of 75 mills per cigarette. 

44 
2. Liability. A person possessing cigarettes for resale is 

46 liable for the differenc~ween the tax rate of 75 mills per 
cigarette and the tax rate of 50 mills per cigarette in effect 

48 before January 1, 200J5_~t~!lJ.l2§_ indicating payment of the tax 
imposed by this section must be affixed to all packages of 

50 cigarettes lltld for resale as of January 1, 20~ except that 
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~igarettes held in vending machines as of that date do not 
2 reguire that stamp. 

4 3. Vending machiD~!i. Notwiths!;.j;w..ding any other prov~s~on 

9.J this chapter, it-----.is----P~E;tS\.lJll~Ld_tha~.l~~jgare.t~t~-----'Len.<:ling 
6 machines are filled to capacity on January L 2006 and that the 

j;.~ imposed by this se..ction must be reported on that basis. A 
8 credit against this inventory tax must be allowed for cigarettes 

~ped at the rat~Qf 75 mills per cigarette placed in vending 
10 machines before January 1, 2006. 

12 4. Paynaent. Pa-YIDent of the tax imposed by this section 
must be made to the State Tax Assessor by March 1, 2006, 

14 accompanied by forms prescribed by the assessor. 

16 

18 

20 

22 

24 

Sec. L·4. 36 MRSA §4366·A, sub·§2, ~~B and C, as enacted by PL 
2001, c. 439, Pt. SSSS, §3, are amended to read: 

B. For stamps at the face value of 47 mills sold prior to 
July 1, 2002, 2.16%; aRe 

C. For stamps at the face value of 47 mills sold on or 
after July 1, 2002, 2.03%T~ 

Sec. L·5. 36 MRSA §4366·A, sub·§2, ~~D and E are enacted to 
26 read: 

28 D. For stamps a.t_.th.e---.t:~~e value of 75 mills sold prior to 
January 1, 2006, 1.62%; and 

30 
E. For stamps at the face value of 75 mills sold on or 

32 after January 1, 2006, 1.52%. 

34 Sec. L·6. 36 MRSA §4366.D, as enacted by PL 2001, c. 450, Pt. 
D, §1, is repealed. 

36 
Sec. L·7. 36 MRSA §4403, sub·§l, as amended by PL 1989, c. 

38 588, Pt. D, §4, is further amended to read: 

40 1. Smokeless tobacco. A tax is imposed on all smokeless 
tobacco, including chewing tobacco and snuff, at the rate of 50% 

42 of the wholesale sales price beginning October 1, 1989; 55% of 
the wholesale sales price beginning January 1, 1991; aRe 62°1;, of 

44 the wholesale sales price beginning July 1, 1991; and 100% of the 
wholesale sales price beginning January 1, 2006. 

46 
Sec. L·8. 36 MRSA §4403, sub-§2, as amended by PL 1989, c. 

48 588, Pt. D, §4, is repealed and the following enacted in its 
place: 

50 
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2. Cigars; Qth~t9haccQ~_t_~s imposed on cigars, pipe 
t~cco and other tobacco intended for smoking at the rates 
specified in this subsection: 

2006. 

A. On cigars, 25% of the wholesale sales price beginning 
January 1, 2006; and 

B. On pipe tobacco and other tobacco intended for smoking, 
100% of the wholesale sales price beginning January 1, 2006. 

Sec. L·9. Effective date. This Part takes effect January 1, 

PARTM 

Sec. M·l. 28-A MRSA §1652. sub-§I, as repealed and replaced 
by PL 1987, c. 342, §116, is amended to read: 

1. Excise tax on malt liquor. An excise tax is imposed on 
the privilege of manufacturing and selling malt liquor in the 
State. The Maine manufacturer or importing wholesale licensee 
shall pay an excise tax of 69¢ ~ per gallon on all malt liquor 
sold in the State. 

Sec. M·2. 28-A MRSA §1652, sub-§2, as amended by PL 1997, c. 
767, §4, is further amended to read: 

2. Excise tax on vine and hard cider. An excise tax is 
imposed on the privilege of manufacturing and selling wine in the 
State. The Maine manufacturer or importing wholesale licensee 
shall pay an excise tax of 6Q¢ II per gallon on all wine et:sef' 
{;saR .aDQ sparkling wine manufactured in or imported into the 
StateT-~-pef'-~l~~-eR-~I~--spaf'**iR~-~~-~aRQ~aet:Qf'ee-~~-ef' 

impef't;ee-~~~~~-St:at:e and 69¢ Sl per gallon on all hard cider 
manufactured in or imported into the State. 

Sec. M·3. Effective date. This Part takes effect January I, 
2006. 

SUMMARY 

This bill makes major changes to Maine's tax structure 
beginning January 1, 2006. 

Part A changes the existing graduated income tax program 
into a flat tax rate of 6% and corrects cross-references. Part A 
also repeals the alternative minimum tax. 
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Part B ties the standard deduction and personal exemption to 
2 the same amount as the federal standard deduction and personal 

exemption and eliminates the so-called "marriage penalty." 
4 

Part C restores the income tax credit for child care 
6 expenses to 25% of the federal tax credit. 

8 Part D increases the earned income tax credit to 25% of the 

10 

12 

14 

16 

18 

20 

22 

24 

federal earned income credit and makes it refundable. 

Part E conforms the deductibility of health savings accounts 
and business expensing with federal law. 

Part F increases the exemption for estates under the estate 
tax to the same amount as under federal law. 

Part G amends the Maine Residents Property Tax Program, also 
known as the circuit breaker program, by raising the maximum 
benefit from $2,000 to $3,000 and increasing to $5,000 the 
maximum property taxes and rent constituting property taxes that 
may be considered in calculating the benefit. 

Part H repeals certain exemptions 
application of the sales and use tax. 

and expands the 

26 Part I decreases the general sales tax rate and the service 
provider tax from 5°'0 to 4°'0. Part I also increases the rate of 

28 sales tax imposed on: 

30 1. Liquor sold in licensed establishments from 7% to 10%; 

32 2. Lodging in a hotel, rooming house or tourist or trailer 
camp from 7% to 10%; 

34 
3. The rental of a motor vehicle for less than one year 

36 from 10% to 20%; and 

38 4. Prepared food from 7% to 8%. 

40 Part J increases the real estate transfer tax from $2.20 per 
$500 to $5.00 per $500. 

42 
Part K provides a credit of 50% of the real estate transfer 

44 tax paid on a permanent residence. 

46 Part L increases the tax on cigarettes by SOt to $1.50 per 
pack, the tax on smokeless tobacco products from 62°,<> to 100°,<> of 

48 the wholesale price, the tax on cigars from 16% to 25% of the 
wholesale price and the tax on other tobacco products from 16% to 

50 100% of the wholesale sales price. 
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2 Part M increases the excise tax on malt liquor from 25¢ per 
gallon to 50¢ per gallon, on wine from 30¢ per gallon to $1 per 

4 gallon and on hard cider from 25¢ per gallon to $1 per gallon. 

, 

'-
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