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Executive Summary

Executive Summary

The study group evaluation of the Tree Growth Tax Law provides the following obser-
vation and set of unanimous recommendations.

Observation: We are about 5 years on from the last changes to the TGTL made in 2012.
More time is required to assess how well these changes are working and what additional
changes could be made as a result.

Recommendations:

The study group held several lengthy discussions about how to potentially adjust
the penalty provisions of the TGTL, but did not reach consensus on any specific
recommendations.

The study group recommends that education materials for town assessors be devel-
oped which clarify the ability to ask the Maine Forest Service to evaluate compli-
ance of management plans.

A strong recommendation to the committee is that a lay document describing the
elements of TGTL implementation - from the perspective of landowners, assessors,
foresters, and realtors be developed.

The study group conducted an analysis and recommends no change to the current
minimum lot size of 10 acres for new enrollments of land.

The study group recommends to the committee that the interpretation laid out by
the study group in Question 6 be reviewed by the attorney general office and if nec-
essary consider statutory changes to enable if required.

The study group recommends that Bulletin 19 be amended to include a checklist of
all required elements of a management plan.

The study group recommends that the role of the Maine Forest Service remain as it
is - as a technical resource to land owners, municipal assessors and the State Tax
Assessor.

The study group recommends that a review be undertaken by the Maine Revenue

Service to determine whether or not the current geographic boundaries are appro-
priate as currently configured.

History and Charge to the Study Group

On June 10, 2017, the Joint Taxation Committee issued a request to nine organizations
to review all aspects of the Maine Tree Growth Tax Law (TGTL) and develop recom-
mendations regarding changes to improve the law and its administration. The letter of
request is provided in Appendix 1. The ten specific questions posed by the committee
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1. Review all available
data regarding
landowner compliance
with the Tree Growth
Tax Law (TGTL)
program

Description of Process

provided focus for the study group and are addressed individually in the body of this
report. Representatives from two of the organizations listed in the charge (Maine Forest
Service (MFS) and Maine Revenue Service (MRS)) did not participate in the review
process as per guidance provided by the Governor’s office (Appendix 2). Information
requests from the MFS and the MRS during the study were submitted through the
administration.

Description of Process

Representatives from the seven represented organizations conducted five meetings and
four conference calls to review information and identify actions which, in the view of
the study group, would improve implementation of the Maine Tree Growth Tax Law
(TGTL). An invitation for a representative from the MFS as well as the MRS to partici-
pate in a meeting of the study group on November 28 was sent to the Governor’s office
(Appendix 3). The requested was declined (Appendix 4). As indicated by the Gover-
nor’s office, information requests to the MRS and MFS were submitted through FOAA
requests. The MFS responses (Appendices 5-9) and MRS responses (Appendices 10-12)
were received in a timely manner.

In addition, a public listening session was held at the Maine Statehouse on January 3,
2018. Senator Dana Dow and Representative Ryan Tipping-Spitz each attended a por-
tion of the listening session. The listening session was advertised through the communi-
cation channels of the participating organizations and was attended by approximately
fifteen individuals. The study group received multiple helpful suggestions during the
session. Written comments from two assessors who spoke are provided in Appendices
13 and 14. In addition, written comments were submitted by two foresters unable to
attend the public listening session and a forest landowner (Appendices 15-19).

Study Questions

The Joint Taxation Committee requested that the organizations represented by the study
group members provide information on ten questions. The request is provided in
Appendix 1. The body of this report provides recommendations and commentary on a
question by question basis.

Most inforomation on compliance is based on public information and data published on
the MRS website. The study group evaluated data on enrollment area, penalty pay-
ments, and withdrawals. However, we caution that penalties and withdrawals do not
necessarily explain the full context of non-compliance in TGTL.
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Study Questions

The following is an overview of the TGTL compliance process:

Compliance — Landowner

To qualify for the Tree Growth Tax Law Program a landowner must:

Have at least ten forested acres
Agree not to develop the property
Hire a licensed professional forester to prepare a management plan

Have that plan updated every ten years

G S

Hire a forester to certify that the landowner is following the plan and submit that cer-
tification to the tax assessor every ten years

6. Landowners must submit an application at time of enrollment and at each ten year re
certification on which they must provide certain information about the land as well
as sign attesting that the primary use of the land is to grow trees to be harvested for
commercial use. The landowner must also submit a map showing classified forest by
type (Softwood, Hardwood, Mixedwood) forest land not classified and other land
uses on the parcel.

7. Must provide the assessor with copy of the management plan upon request

In return, land is taxed on its value to grow trees, not its development value. The land-
owner must comply with any future law changes, and there is no out-clause when
requirements change, without full penalties being assessed. Upon sale or transfer of the
property, the program runs with the land unless the new owner removes the property and
pays the penalties.

Compliance — Tax Assessor

The tax assessor has enforcement authority for the program. In organized areas the
municipal assessor has the authority; in the unorganized areas it is the State Tax Asses-
sor. If the assessor determines the landowner is not complying with the program, the
land must be withdrawn and full penalties assessed.

Any woodland owner can apply, but to enroll the assessor makes the decision as to
whether or not to accept the property into the program.

The assessor, or duly authorized agent, may enter and examine the land for compliance.

Upon written request, the landowner must appear before the assessor to answer any
questions the assessor has.

The assessor may request assistance from the Maine Forest Service in evaluating com-
pliance with any aspect of the program.

The assessor may assess an additional 25% penalty to any woodland owner who fails to
provide notice of any forest type change to enrolled property.

The assessor must notify a landowner not less than 185 days from the filing deadline
that a forester recertification is due (Every 10 years the landowner must file a statement,
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Study Questions

signed by a licensed forester that the land is in compliance with the program). If the
landowner fails to meet the deadline, the assessor imposes a $500 fine and subsequent
$500 penalty if the landowner has not met the requirement within 6 months. If the land-
owner has not complied within an additional 6 months, the land is withdrawn from the
program and full penalties assessed.

If the land is withdrawn from the program, the penalty is 20% to 30% of the difference
between the 100% tree growth value and the fair market value per acre depending upon
how long the property has been enrolled,

Enrollment in the TGTL program has been relatively steady over the past several
decades, with total area averaging 11.2 million acres between the organized (3.7 mil ac)

and unorganized territories (7.5 mil ac) between 1989 and 2016 (Figure 11). Over the
same time period, there has been almost no net change in area enrolled in the program
(an increase of about 70 acres/yr), although individual years have seen net gains and
withdrawals of up to 67,000 acres (Figure 2).

The mean annual total penalties assessed between 1989 and 2016 is about $1.05 million
per annum (Figure 3), and levied on an average of 19,000 acres per year, or about 0.17%
of all 1.2 million acres enrolled in TGTL. Data from the MRS indicates that most of
those penalties being levied are due to withdrawal from the program.

Withdrawn area does not necessarily mean landowners are non-compliant though, as
these parcels could also have been voluntarily taken out of the program.

A 2014 audit report from the MFS analyzed landowner timber harvesting reports for
2006-2010 to estimate that landowners enrolled in TGTL in the organized municipali-
ties were responsible for an average of 53% of reported harvest acres even though they
comprise about 44% of the total forestland acerage. The study also indicated that there
is a consistent level of harvest activity on enrolled properties, with a harvest size larger
than the average for all properties. The MFS concluded by stating that landowners
enrolled in TGTL appear to be doing more than their fair share of harvesting.

MEFS information on the number of requests for assistance to municipalities, upon
request from the study group, indicates that they responded to 23 requests from 9 towns
since June 30, 2017 (Appendix 6). Of those 23 requests, 9 had plans that were con-
formed to, 1 had a plan that was 10 years old, and 13 were still pending.

In 2016, the MFS conducted a review of properties on Vinalhaven enrolled in TGTL.
They found that of the 28 parcels enrolled at the start of their review, 11 were either
transferred to the Open Space program or withdrawn from TGTL and that 10 more
should also give serious consideration to withdrawal or transfer. The TGTL study group
strongly cautions that the Vinalhaven review is a unique situation given the location and
geography of the island and should thus be considered an outlier of how the TGTL is
functioning.

1. N.B. the TGTL program has been in place since the early 1970’s but that complete data for the
UT is only available from 1989 for enrollment and 2001 for penalties.
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Study Questions

FIGURE 1. Total area enrolled in tree growth, 1989-2016 (source: MRS)
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FIGURE 2. Annual change in tree growth enrollment, 1989-2016 (source: MRS).
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2 Identify changes in
penalty provisions that
should be made to the
law

Study Questions

FIGURE 3. Annual tree growth penalties assessed, 1989-2016 (source: MRS).
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The study group held several lengthy discussions about how to potentially adjust
the penalty provisions of the TGTL, but did not reach consensus on any specific
recommendations.

The entire committee did acknowledge the following:

We are about 5 years on from the last changes to the TGTL made in 2012. More time is
required to assess how well these changes are working and what additional changes
could be made as a result.

The current penalty provisions are significant and are generally achieving their objec-
tive of keeping landowners in the program for several years (decades?) after they have
enrolled.

Because the penalties of withdrawing from TGTL are intentionally high, some land-
owners who may not wish to harvest trees from their land are perceived as being ‘stuck’
in a program that they no longer wish to be a part of.

The current penalties are highly variable and dependent on a range of variables that
affect the TGTL and ad valorem land valuation. As a result, some eligible landowners
are not entering the program due to uncertainty about what the penalties may be in the
future.

A bulk of the administration of TGTL penalties falls on the tax assessors. This adminis-
trative burden is perceived to already be quite high (e.g., three strikes rule), and thus any
revisions to the penalties should not create any additional burden.

The purpose of the TGTL is to incentivize timberland ownership and stewardship that
produces trees having commercial value. A recent audit by the MFS (2014) indicated
that it is relatively successful at achieving that objective (see response to #1). Thus any
revision to the penalties should continue to take this into account.
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3. Identify any
impediments to
enforcement and
recommend changes
that would improve
enforcement

4. Identify any causes of
confusion among
landowners, foresters
or assessors regarding
the requirements or
administration of the
law and recommend
changes to improve

Study Questions

The study group throughly examined the issue of land transfer from TGTL to open
space. It was agreed that open space may be a viable designation option and that such
movement should be encouraged when appropriate. Details of such a transfer, including
eligibility as defined in the open space law and enacted by the local assessor, were
throughly discussed by the study group but no consensus was reached.

An analysis of potential impacts on tax revenue associated with transfer from TGTL to
open space in municipalities was conducted. The following illustrates an example anal-
ysis.

The latest data from Maine Revenue Service indicates that in 2016, the mean reported
ad valorem value of forestland in Maine’s municipalities was $1,293/acre, while the
average valuation of the same land enrolled in tree growth was $204/acre. If the penalty
for withdrawal from the program was to go into standard open space, and the property
be valued at 80% of ad valorem, or an average of $1,035/acre, then the annual taxes
would on average increase by more than 400%. Based on the average mill rate of 15.00
for a Maine municipality, this is a mean increase in tax of $12.46/ac/yr.

The study group identified a challenge to enforcement to be at the town assessor level.
This is consistent with local control and decision making. Town assessors are typically
not licensed foresters and it is often challenging to evaluate compliance of a parcel. The
intention of the TGTL was to minimize the burden on assessors through the use of
licensed foresters who develop TGTL qualified management plans and/or to attest to
compliance at 10 year review cycles.

The study group recommends that education materials for town assessors be devel-
oped (see question 4 for additional educational recommendations) which clarify
the ability to ask the Maine Forest Service to evaluate compliance of management
plans. The Maine Forest Service (MFS) assessment of compliance would be reported
back to the said requesting assessor.

The study group recommends that Bulletin 19 be amended to include a checklist of
all required elements of a management plan.

The public listening session and study group member interactions identified a wide
range of points of confusion. Examples include assessors not being uniformly aware of
MEFS assistance availability and landowner understanding that the primary purpose of
TGTL is production of forest products. Further, there is confusion among some foresters
regarding the Tree Growth standards and what elements are required to be included in a
forest management plan. Further, the group was not aware of a timely method by which
new forestland owners (via purchase or inheritance) are made aware of the TGTL rights
and obligations. It is a feeling of the study group that improved understanding of TGTL
can increase compliance.

administration
To address this, a strong recommendation to the committee is that a lay document
describing the elements of TGTL implementation - from the perspective of land-
owners, assessors, foresters, and realtors be developed. The document would be
complementary to Bulletin 19. This effort should be coordinated by the Maine Revenue
9 Review of the Maine Tree Growth Tax Law



5. Analyze whether the
minimum lot size of 10
acres for new
enrollments of land
should be modified

Study Questions

Service and Maine Forest Service but must include organizations and entities which are
impacted by the law for input (i.e. landowners, municipal officials, and foresters). There
should be a comment process associated with the development of the document.

The document to be developed is viewed as being comprehensive. It may also include a
question and answer section for common areas of uncertainty. Distribution of unified
document available through both MRS, MMA, and MFS channels will help ensure con-
sistency.

The study group conducted an analysis and recommends no change to the current
minimum lot size of 10 acres for new enrollments of land.

Figures from 2016 estimate that there were a total of 98,984 acres of land between 10
and 25 acres in size in organized territories (OT) and 432 acres in UT of same size
enrolled in TGTL (MFS, 2017; MRS, 2017). This equates to 0.8% of total area in
enrolled in TGTL in 2016 and 0.5% Maine’s 17.6 million acres of forestland. As this
change would likely impact a relatively small area of land, we recommend that there is
no modification to the minimum lot size for new enrollments in the program.

FIGURE 4. Total forest area categorized as between 10 and 25 acres enrolled in
TGTL
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6. Analyze whether
there are changes to
the forester
licensing law that
would improve the
administration of
the law

7. Analyze the proper
role of the Maine Forest
Service in
implementing the law

8. Identify whether
there are requirements
in the law that should
be added or dropped

Study Questions

The study group recommends to the committee that the following interpretation be
reviewed by the attorney general office and if necessary consider statutory changes
to enable if required.

Interpretation: Foresters are key to the proper administration of this law. That there are
so few problems with TGTL speaks well to foresters’ work in this area. Forestry is a
profession licensed by the state and practitioners must comply with licensing board
rules among which is a canon requiring compliance with local, state and federal laws. In
order to bring a complaint against a licensed forester for perceived lack of compliance
in the management plan or during recertification, a party must be directly impacted. The
assessor is the typical agent for bringing a complaint. However, an assessor may need
help in determination that a parcel/landowner is in compliance. This assessment is a role
that the Maine Forest Service can fulfill (see response to question 3) and give an opinion
to the assessor. In addition, the Maine Forest Service shall provide an opinion as to
whether a complaint to the licensing board is recommended. If the assessor wishes to
bring a complaint to the Forester Licensing Board, the MFS can act as an expert witness
or to explain their analysis if the licensing board requests information. Alternatively, the
MES could initiate the complaint rather than the assessor if the assessor assents.

The Maine Forest Service plays an important educational and outreach role for land-
owners, realtors, foresters and assessors. It is a role they are uniquely qualified to per-
form. We believe that increased efforts focused on education and outreach by the Maine
Forest Service would benefit all aspects of the program. The study group recommends
the Forest Service increase its work with interested parties to identify mutual
opportunities of working together. In addition, some members proposed to see a state-
ment that the existing role is the proper one and that we suggest MFS reach out to any
woodland owners in Tree Growth to make them aware that the field foresters are avail-
able to them for assistance and/or proactively reach out to any woodland owner they
believe might not be in full compliance and offer to help.

No concerns were raised as to changing the role of the forest service during the public
listening session or via written comments.

To that end, the study group recommends that the role of the Maine Forest Service
remain as it is - as a technical resource to land owners, municipal assessors and the
State Tax Assessor. No additional enforcement or compliance authority be granted.
Enforcement and compliance should remain the exclusive role of the assessor.

The group recommends that there be no modifications to the TGTL outside of those dis-
cussed in other responses.

11
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9. Review changes
made to the Law in
2012 and assess the
effectiveness of those
changes

Study Questions

The study group acknowledges that the modifications made to the Law in 2012 repre-
sented some major changes and further that many involved compromise among inter-
ested parties. The changes made in 2012 should remain in place as the effects are still
working through a 10-year implementation cycle.

The following is a summary of changes in the TGTL made in 2012.

1.

For any new enrollment of land with a residential structure in the shoreland zone
area, a minimum of % acre of land and the minimum statewide shoreland zone front-
age (not to be less than 100 feet) must be excluded.

Purpose: Assures landowners with structures in the shoreland zone pay full taxes on
the frontage.

Landowners must sign an attestation at the time of enrollment and at each 10 year
recertification of compliance to the assessor that the primary use of the enrolled
property is production of commercial forest products.

Purpose: Landowners must acknowledge in writing their primary use of the land is
forest management.

Created a process for notification and imposing penalties when a landowner fails to
comply with filing requirements (previous penalty for missing a filing deadline was
expulsion from the program). It allows the assessor to impose a $500 fine if the land-
owner misses the initial deadline and subsequent $500 penalty if the landowner has
not met the requirement within 6 months. If the landowner has not complied within
an additional 6 months, the land will be withdrawn from the Tree Growth program
and full penalties.

Purpose: Avoids removing landowners otherwise fully compliant from the program
and assessed full penalties for missing a filing deadline.

Created an additional category under the Open Space program providing for a value
reduction of 10% for a landowner who complies with a forest management and har-
vest plan.

Purpose: Landowners in Open Space get a 50% reduction in their taxes if they com-
mit to keeping the land forever wild. The 10% reduction was created as an alterna-
tive for landowners interested in forest management.

It requires that for property transferred from the Tree Growth program to the Open
Space program and subsequently withdrawn entirely, the Tree Growth withdrawal
penalty rather than the Open Space withdrawal penalty applies for the first 10 years
after transfer.

Purpose: While taxes are generally higher in Open Space than Tree Growth, penal-
ties for removing land from the programs are generally less under Open Space than
Tree Growth. This change prevents landowners from transferring from Tree Growth
to Open Space and then quickly out to save on penalties.

It clarified that any property within the unorganized territory that had been involun-
tarily withdrawn from the Tree Growth program between September 20, 2007 and
July 1, 2010 due to misinterpretation of the statute be deemed not to have been with-
drawn from Tree Growth classification during that period of time.

Purpose: Corrected a misinterpretation of the law which resulted in landowners
being removed from the program and assessed a penalty.

Review of the Maine Tree Growth Tax Law 12



10. Provide us any other
information regarding
the law that you think
would be helpful to our
Committee

Appendices -

The Committee received a number of comments about the significant differences in
Tree Growth values between regions, particularly adjoining geographic boundaries.
While we do not have a specific recommendation, we believe there should be a review
undertaken by the Maine Revenue Service to determine whether or not the current
geographic boundaries are appropriate as currently configured.

Some committee members noted that with current GIS and database software it’s possi-
ble to come up with valuations down to smaller divisions (conceptually down to the
level of an individual town) rather than the current “lumped” areas using existing har-
vest reporting data. The area chosen would need to contain sufficient harvest reports to
ensure statistical validity. Market prices vary over distances to markets, road systems,
forest types, supply and other factors within a region and not by political boundaries. It
may be possible to determine market regions over which stumpage prices are reason-
ably consistent rather than rely on political boundaries.

The study group discussed the topic of inheritance of forestland enrolled in TGTL and
that there is not a timely process for notification of said inheritors. This lack of knowl-
edge can be associated with non-compliance (i.e. failure to renew 10-year plan). The
study group did not resolve the topic.
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Appendices - Legislative charge to the study group

Appendix 1 - Legislative charge to the study group

SENATE

DANA L. DOW, District 13,
ANDRE E. CUSHING IIL i
JUSTIN M. CHENETTE, District 31

JULIE S. JONES, Legislative Analyst
SUZANNE VOYNIK, Fiscal Analyst
DIANNE DUBORD, Committee Clerk

State of Maine

HOUSE

RYAN TIPPING, Orono, Chair
STEPHEN S. STANLEY. Medway
JANICE E. COOPER, Yarmouth
GAY M. GRANT, Gardiner
JOYCE McCREIGHT, Harpswell
MAUREEN F. TERRY, Gorham
GARY L. HILLIARD. Belgrade
BRUCE A. BICKFORD, Auburn
MATTHEW G. POULIOT, Augusta
KARLETON S. WARD, Dedham

ONE HUNDRED AND TWENTY-EIGHTH LEGISLATURE

June 5, 2017

Stephen Shaler, Director
University of Maine School of
Forest Resources

5755 Nutting Hall

Orono, ME 044469-5755

Alicyn Smart, Exec. Director
Maine Farm Bureau

4 Gabriel Dr. #1

Augusta, ME 04330

Gregory E. Foster
Association of Consulting
Foresters

P.O. Box 157

Gray, Maine 04039

Dear Friends:

COMMITTEE ON TAXATION

Patrick Strauch, Exec. Director
Maine Forest Products Council
535 Civic Center Drive
Augusta, Maine 04330

Tom Doak, Exec. Director
Maine Woodland Owners
P.O. Box 836

Augusta, ME 04332-0836

Jerome Gerard

State Tax Assessor
P.O.Box 9107

Augusta, ME 04332-9107

Thomas Abello

The Nature Conservancy
14 Maine St. Suite 401
Brunswick, ME 04011

Kate Dufour

Maine Municipal Association
60 Community Drive
Augusta, ME 04330-9486

Douglas Denico, Director
Maine Forest Service

22 State House Station
Augusta, ME 04333

As you are aware nearly every Legislative Session bills are introduced proposing changes to the Maine
Tree Growth Tax Law (MTGTL). This is a very important law that has worked extremely well since its
inception nearly fifty years ago. It is useful to periodically review the law to ensure it is working
properly and that participants are living up to the spirit and requirements of the program. This year the
Governor has introduced LD 1599, An Act To Improve the Maine Tree Growth Tax Law. We want
to make sure that any changes are made in a thoughtful manner.

With this in mind, the Taxation Committee is seeking to carry over LD 1599 to the Second Regular
Session, and we are writing to request that you, or a member of your organization, meet with others to
review all aspects of the MTGTL and develop recommendations regarding any changes you believe to
be appropriate to improve the law and its administration:

Specifically we are requesting that your organizations provide information to the Joint Standing
Committee on Taxation by jointly:

100 STATE HOUSE STATION, AUGUSTA, MAINE 04333-0100 TELEPHONE 207-287-1552
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1. Reviewing all available data regarding landowner compliance with the MTGTL program;
2. Identifying changes in penalty provisions that should be made to the law;

3. Identifying any impediments to enforcement and recommending changes that would
improve enforcement;

4. Identifying any causes of confusion among landowners, foresters or assessors regarding the
requirements or administration of the law and recommending changes to improve
administration;

5. Analyzing whether the minimum lot size of 10 acres for new enrollments of land should be
modified?

6. Analyzing whether there are changes to the forester licensing law that would improve the
administration of the law?

7. Analyzing the proper role of the Maine Forest Service in implementing the law?
8. Identifying whether there are requirements in the law that should be added or dropped?

9. Reviewing changes made to the Law in 2012 and assessing the effectiveness of those
changes;

10. Providing us any other information regarding the law that you think would be helpful to our
Committee.

We ask that the Director of the University Of Maine School Of Forest Resources, or his designee,
convene and chair the group and invite each of your organizations to designate individuals to participate
in the review. We hope that your efforts will be open to the public and that the comments of interested
parties will be considered.

We request that the group report back to this Committee with its findings and recommendations in
writing by February 1, 2018. We will schedule a time for the group to present the report to the full
Taxation Committee shortly thereafter.

Please indicate your organization’s willingness to participate, and the name of the individual who will

represent you by June 26, 2017 to Dr. Shaler at the University of Maine.

Sincerely: Sincerely
% <W g
e AT T

Sen. Dana L. Dow Rep. Ryan Tipping
Senate Chair House Chair

100 STATE HOUSE STATION, AUGUSTA, MAINE 04333-0100 TELEPHONE 207-287-1552
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Appendix 2 - MRS and MF'S committee meeting involvement.

e Growth Tax Law Committee

Subject: Tree Growth Tax Law Committee

From: "Libby, Lance" <Lance.Libby@maine.gov>

Date: 7/27/2017 1:09 PM

To: "shaler@maine.edu" <shaler@maine.edu>

CC: "Samantha Warren (samantha.warren@maine.edu)" <samantha.warren@maine.edu>,
"Chadbourne, Aaron" <Aaron.Chadbourne@maine.gov>, "Adolphsen, Nick"
<Nick.Adolphsen@maine.gov>, "Denico, Doug" <Doug.Denico@maine.gov>, "Allen, Michael J."
<Michael.J.Allen@maine.gov>, "Lavway, David" <David.Lavway@ maine.gov>, "Whitcomb, Walt"
<Walt.Whitcomb@maine.gov>

Dr. Shaler,

I wanted to let you know that representatives from Maine Revenue Services and the Maine Forest Service will not be
attending the tree growth tax law committee meetings. The Administration’s position is that we have studied the issue
enough over the years and it is now time to amend the law to allow the MFS to audit management plans to ensure they
are in compliance.

If the committee would like specific information from the Administration, please send them in writing to the Governor
and we will respond accordingly.

Sincerely,
Lance

Lance Libby

Senior Policy Advisor
Oftice of the Governor
207-287-3544, Office
207-592-0041, Mobile

Review of the Maine Tree Growth Tax Law
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Appendix 3 - Information request to Governors Olffice

School of Forest Resources IEN®] THE UNIVERSITY OF 5755 Nutting Hall

College of Natural Sciences, Orono, ME 04469-5755
Forestry, and Agriculture A I Tel: 207-581-2841
Fax: 207-581-2875

www.forest.umaine.edu

Stephen M. Shaler,Ph.D. MEMO: October 29, 2017
Director & Professor 5
School of Forest Resources TO: Mr. Lance Libby
_— Senior Policy Advisor
A te Director, Advanced
Struciures & Gomposttes Genter Officerof the:Gavemor
5755 Nutting Hall RE: Request from Committee Name
University of Maine
Orono, ME 04469-5755
Dear Mr. Libby:
Phone: (207) 581-4737
B e The group requested by the 128th Legislature Committee on Taxation to review all
= aspects of the Maine Tree Growth Tax Law (MTGTL)! has met several times as we work
EMail: shaler@maine_edu to develop a data-driven report to be submitted by February 1, 2018. During these initial
—  meetings, we have reviewed publicly available data to good effect, but have identified
www.forest.umaine.edu some gaps. In addition, the perspective and knowledge of Maine State Agencies (Maine

composites umaine.edu Forest Service and Maine Revenue Services) were clearly identified as being relevant.

On behalf of the group, we are respectfully asking for information be provided to enable a
more complete analysis of the strengths and deficits of the current MTGTL. The next
scheduled meeting for the group is November 28 and for best effect having the informa-
tion by then is desired.

« Request that a representative of the Maine Forest Service (MFS) speak to the study
group relative to a presentation given by the MFS at the recent Maine Municipal Asso-
ciation annual meeting. The next meeting is scheduled for November 28 in Augusta.

o Request that the MFS provide data to the study group as to which communities were
asked by the MFS to be invited to review compliance, which communities have
reached out to the MFS for assistance, and whether the MFS has denied any communi-
ties request for assistance.

« Request that the MFS provide a copy of the letter about the MTGTL sent to all com-
munities through the MMA.

« Request that a representative from the Maine Revenue Service (MRS) speak to the
study group at their November 28 meeting.

« Request that the MRS provide data for any findings or assessments they have con-
ducted in the Unorganized Territories regarding Tree Growth as a result of asking the
MES for assistance.

« Request that the MFS and MRS provide any available GIS layers that identify what
parcels in the Organized and Unorganized Territories are enrolled in TGTL, even if
only available for some parts of the state.

« Request that the MFS and MRS provide the total area and number of parcels of timber-
land ranging between 10 and 25 acres currently enrolled in TGTL for the Organized
and Unorganized Territories.

« Requests the MFS for data regarding any findings or assessments made as a result of

municipal assessor requests (and which municipalities asked for assistance) since June
30,2017.

1. Organizational representatives include: Tom Abello - The Nature Conservancy, Tom Doak -
‘Woodland Owners of Maine, Kate Dufour - Maine Municipal Association, Rene Noel - Associ-
ation of Consulting Foresters, Julie Smith -Maine Farm Bureau, Patrick Strauch - Maine Forest
Products Council, Stephen Shaler & Adam Daigneault - University of Maine.

Maine’s Land Grant and Sea Grant University
A Member of the University of Maine System

Review of the Maine Tree Growth Tax Law
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I appreciate the consideration by the Governor of these requests and am available at any
point to answer questions about this request or the study group activities.

Sincerely,

Stephen M. Shaler
Chair, Study Group on Maine Tree Growth Tax Law
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Appendix 4 - Administration response to information request.

From: Libby, Lance Lance Libby@maine.gov &
Subject: FW: Tree Growth Tax Law Committee Information and Presentation Request
Date: November 7,2017 at 1:10 PM
To: shaler@maine.edu

Dr. Shaler,

The Governor has reviewed the group's recent letter and will decline the request for representatives from the Maine Forest Service
and the Maine Revenue Service to participate at the next meeting. In response to specific information requests contained in the
attached letter, please send FOAA requests to each agency and the information will be compiled and provided to you.

Please let me know if you have any questions.

Sincerely,
Lance

Lance Libby

Senior Policy Advisor

Office of the Governor
207-287-3544, Office

207-592-0041, Mobile

-----Original Message-----

From: Stephen Shaler [mailto:shaler@maine.edu]

Sent: Sunday, October 29, 2017 6:15 PM

To: Libby, Lance <Lance.Libby @maine.gov>

Subject: Tree Growth Tax Law Committee Information and Presentation Request

Dear Mr. Libby:

The group studying the MTGTL has met several times and has identified some information will improve the data-driven nature of the
report being developed. In addition, the group feels that having a representative from both the Maine Forest Service and Maine
Revenue Service speak to the committee will be very helpful. Attached is a letter with the request including queries about specific
information needs.

We thank the Governor for considering this request. Please let me know of any questions or points of needed clarification.
Sincerely,

Steve

Stephen Shaler, Ph.D.

Professor & Director // School of Forest Resources Associate Director // Advanced Structures & Composites Center University of
Maine // 5755 Nutting Hall // Orono, ME 04469-5755

Phone: (207)581-4737 // Cell: (207) 991-0840 // FAX: (207) 581-2875 http://www.forest.umaine.edu
http://www.composites.umaine.edu

=

PDF

Tree Growth Tax
Law Inf...017.pdf
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Appendix 5 - Maine Forest Service response to FOAA.

STATE OF MAINE
DEPARTMENT OF AGRICULTURE, CONSERVATION & FORESTRY
Orrice or Tue COMMISSIONER
22 STATE IIOUSE STATION

I R. LEPAGE AUGUSTA, MAINE 04333 WALTER E. WHITCOMB
GOVERNOR COMMISSIONER

December 14, 2017
Dear Mr. Shaler:

Commissioner Whitcomb forwarded your letter to me for response as it is a Freedom of Access Act
(FOAA) request. Please find responses to each of your requests below.

Request that the Maine Forest Service (MFS) provide data to the study group as to which communities were
asked by the MFS to be invited to review compliance, which communities have reached out to the MFS for
assistance, and whether the MFS has denicd any communitics request for assistance.

MFS maintains a spreadsheet that lists municipalities that have requested assistance and a summary of
our findings. MFS has not denied any requests. A copy of the spreadsheet is attached.

Request that the MFS provide a copy of the letter about the MTGTL sent to all communitics through the Maine
Municipal Association (MMA). A copy of the August 15, 2017 letter is attached.

Request that the Maine Revenue Service (MRS) provide data for any findings or assessments they have
conducted in the Unorganized Territories regarding Tree Growth as a result of asking the MFS for assistance.
MFS does not have any documents responsive to this request.

Request that the MFS and MRS provide any available GIS layers that identify what parcels in the Organized
and Unorganized Territories are enrolled in TGTL, even if only available for some parts of the state.
MFS does not maintain any such data, if it even exists.

Request that the MFS and MRS provide the total area and number of parcels of timberland ranging between 10
and 25 acres cutrently enrolled in TGTL for the Organized and Unorganized Territorics.

MRS is the custodian of such data for the unorganized. Attached is an incomplete response regarding the
organized territories. The response is incomplete due to municipal non-compliance.

Requests the MFS for data regarding any findings or assessments made as a result of municipal assessor
requests (and which municipalities asked for assistance) since June 30, 2017.

See the summary spreadsheet mentioned in first response above. Also attached is a PowerPoint made as
a result of a municipal inquiry.

Respectfully,

Mo UJet - 65’1*"/

Mari Wells-Eagar, Esq.
Assistant to the Commissionet/Legislative Liaison

HARLOW BUILDING e PHONE:  (207) 287-3200
18 ELKINS LANE, /x ] FAX (207) 287-2400
AUGUSTA, ML 04330 i s WEB  WWW.MAINE.GOV/DACF
? SN Agriculture
anservation
& Forestry
| v
L~
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Appendices - August 15, 2017 letter from Maine Forest Service to Maine Municipal

Appendix 7 - August 15, 2017 letter from Maine Forest Service
to Maine Municipal Association.

o

STATE OF MAINE
DEPARTMENT OF AGRICULTURE, CONSERVATION & FORESTRY
MAINE FOREST SERVICE
22 STATE HOUSE STATION

PAUL R.LEPAGE AUGUSTA, MAINE 04333 ‘WALTER E. WHITCOMB
GOVERNOR COMMISSIONER

15 August 2017
Dear Assessor:
As you may know, the Governor recently issued an Executive Order regarding the Tree Growth Tax
Law (TGTL). In his order, the Governor directed the Maine Forest Service (MFS) to reach out to all
municipal assessors to offer our technical assistance in reviewing parcels enrolled in the TGTL
program.
While the large majority of landowners enrolled in the TGTL program have forest management plans
that comply with the law’s requirements and are following the recommendations in their plans, we are
aware of situations in a few areas of the state where a few landowners do not have compliant plans,
and/or who are not following their plans’ recommendations.

We have assisted municipalities across the state with respect to the TGTL, and we will continue to do
SO as our resources permit.

If you are aware of a situation such as described above in any town in which you serve, please do not
hesitate to request our assistance. We are happy to help.

Please contact Tim Post (592-2239 or tim.post@maine.gov) with your request, and he will get the
process started.

You may be interested in attending the MMA annual convention in early October. Maine Forest
Service staff will present their findings from a recent examination of TGTL properties on Vinalhaven.

Thank you for your consideration. We look forward to working with you.

V&

Donald J. Mansius
Director, Forest Policy and Management
Maine Forest Service

Sincerely,

DEPARTMENT OF
Douc DENICO, DIRECTOR Agricu |ture PHONE: (207) 287-2791 or 800-367-0223
MAINE FOREST SERVICE Conservation Fax: (207) 287-8422

18 ELKINS LANE, HARLOW BUILDING & Forestry www.maineforestservice.gov

L/A“
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Appendix 8 - MFS data on parcels and acerage of land
enrolled in the Tree Growth Tax Law Program as of 7
December, 2017.

Maine Forest Service - Tree Growth Tax Law Program - Organized
Municipalities - Incomplete Data

There are 5,921 parcels between 10 and 25 acres.
These parcels total 98,984 acres.
07 December 2017
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Appendix 9 - Tree Growth Tax Law - Vinalhaven Inquiry and
Governor’s Executive Order. A presentation by the MF'S to the
Maine Municipal Association.

T / o

“Tree Growth Tak Law — Vinalhaven Iﬁ’qu’iry
and Governor’s Exegtive Order

bl - -

Maine Forest Service - Forest Policy and Management Division
Department of Agriculture, Conservation, and Forestry
04 October 2017

Forest Policy and Management Division

¢ Enabling statutes (all 12 M.R.S.)

» §8002, sub-§§C, D, E, F

+ Chapter 805

¢ Purposes

» Provide technical assistance, financial assistance, forest
management information, and educational services to the public,
forest landowners, loggers, foresters, forest products processors and
marketers, municipalities, and many others.

» Programs lay the foundation for additional economic activity in the
state, including woodland owners hiring consulting foresters, loggers
buying new equipment, and wood being harvested to supply Maine’s
forest products industry.

¢ Implement the state’s forest practices laws, providing outreach
services and coordination of enforcement activities.

« Anticipate and respond to forest policy issues and report to the public
on the state of the forest resource.

25
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Tree Growth Tax Law Philosophy

» Stability - take the long view
* Accountability - legislative intent

»Change - not undertaken lightly
*Focus - help people do the right thing

e

Tree Growth Tax Law Assistance

¢ Audiences

* Landowners

» Foresters

* Municipalities

» Real estate brokers, loggers, other related professionals
* How

» Website

» Workshops
Phone calls/email
Direct assistance
Referrals to private sector consulting foresters
Forest management plan incentive program
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Forest Policy and Management Division

» Compliance issues - Our philosophy
* FIRST PRIORITY: Education and outreach - training

« SECOND PRIORITY: Intervention - fix small
problems, keep them from getting bigger

 THIRD PRIORITY: When all else fails - enforcement
action

» Our goal is to seek compliance and change behavior

;.M i
g

MEFS assistance to Towns

36 MRS §575-A. Determining compliance with forest management and
harvest plan

* Upon request of a municipal assessor... and in accordance with
section 579, the Director of the Bureau of Forestry... may provide
assistance in evaluating a forest management and harvest plan to
determine whether the plan meets the definition of a forest
management and harvest plan in section 573, subsection 3-A.

» Upon request of a municipal assessor... the Director of the Bureau of
Forestry may provide assistance in determining whether a harvest or
other silvicultural activity conducted on land enrolled under this
subchapter complies with the forest management and harvest plan
prepared for that parcel of land...

Review of the Maine Tree Growth Tax Law



Appendices - Tree Growth Tax Law - Vinalhaven Inquiry and Governor’s Executive Order. A

MFS TGTL Review Procedure

¢ Municipality requests MFS for assistance in writing.
* MFS puts together a Review Team (MFS staff).

> MFS requests municipality to obtain and provide us with copies of the
management plan and all other pertinent materials.

» Review Team does a desk review of materials provided.

¢ Team determines if field visit is necessary (depending on whether a
plan or harvest is being reviewed and other factors).

» We look for strict compliance with the statute, and are advised
and guided by Bulletin # 19

» Team reaches a final decision and notifies the municipality with a
formal written response.

* All copies of plans, and other pertinent materials provided to MFS by
the municipality are either returned to the municipality or destroyed
(confidential information).

* The Assessor makes the final decision about how to proceed.

TGTL Issues

» Concerns about some TGTL landowners not fulfilling
their responsibilities have been expressed often over
the years.

» 1989 management plan requirement

» 1994 repeal of “personal use” exemption

» 2008 meetings with consulting foresters

» 2009 report to Taxation Committee

» 2011 attestation of commercial use requirement
» 2013 presentation to Taxation Committee

» 2014 report to Taxation Committee
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Vinalhaven TGTL Review

» Caveat - we can’t do this for all towns.

* Received request from Vinalhaven in early 2016 to
review TG parcels.

* In the beginning (March 2016) ... 28 parcels enrolled.

* Reviewed Vinalhaven TGTL roster; compared to
Forest Operations Notification database.

* 6 harvest notifications since 1991

for 25 parcels.

* Many parcels enrolled for over
30 years ... no harvest notifications |

Recent Development near A
Farm and Forest Lands N

29
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Vinalhaven TGTL Review

* April 2016: MFS sent “heads up” letter to TGTL
landowners - before letter went out, 2 landowners
transferred to Open Space.

* Assessor sent letters to landowners requesting forest
management plans.

* Followup on some bad addresses.

* July 2016: 14 landowners had not responded to plan
request (and followup request).

» 21 parcels remained in TGTL; 7 had transferred to
Open Space - all before plan review began.

|

Vinalhaven TGTL Review

e Summer 2016: MFS staff reviewed forest
management plans for compliance.

» September 2016: 17 parcels remained in TGTL.

* MFS staff visited all remaining parcels to examine
forest management activities on ground.

31
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—

Vinalhaven TGTL Review

* What we found...

» Of the 17 remaining parcels, MFS found that the
owners of 10 parcels should consider transferring to
Open Space or withdrawing from TGTL.

* Remainder should be re-evaluated toward the end of
their 10-year planning periods (2017 - 2025).

,,/ =5

Vinalhaven TGTL Review

* What we found more specifically...

¢ Largely custodial management;

* Weak and/or impractical recommendations concerning
timber harvesting;

» Lack of active management even when markets were
favorable;

» Harvested stands overtaken by brush, regeneration
hampered by deer browse - no countermeasures taken;

» Misclassified land - not capable of growing trees for
commercial harvest.
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//V

Governor’s Bill = LD 1599

* Governor submitted LD 1599, An Act To Improve the Maine
Tree Growth Tax Law last spring.
¢ Current version as amended:
* Minor amendment to purpose statement (add “regeneration”)

* MFS may initiate review of TGTL parcels - significant differences
between TGTL and just value; lack of harvest evidence

+ Work with landowner to help them comply (180 days for plan; 18
months for management)

» Report findings to assessor
» Assessor may not withdraw parcel while under review

» Provides for minimum penalty prescribed by state constitution if
parcel is withdrawn from TGTL

Governor’s Bill = LD 1599

» Taxation Committee carried over bill

* Requested a group of interests to work on issues, lec
by UMaine

* MMA is represented on the group
* Report back in January

33
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Governor’s Executive Order

* Governor issued Executive Order in late July
directing MFS to reach out to municipal assessors
and offer our assistance with TGTL.

* MFS also directed to assist landowners to bring them
in to compliance, if possible.

* MMA communicated our message to towns in
August.

* We've received several requests for assistance and
are following up.

Closeout

» Caveat - we can’'t do what we did for Vinalhaven for
all towns.

* Pick the most egregious examples.

* Please do the checklist before you call us.
» Assessors still make the final decision.

* We are here to help.
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Donald J. Mansius
donald.j.mansius@maine.gov
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Appendix 10 - Maine Revenue Service response to FOAA
request.

E: Tree Growth Tax Law Review Committee Request

Subject: RE: Tree Growth Tax Law Review Committee Request
From: "Heidrich, David" <David.Heidrich@maine.gov>

Date: 1/11/2018 4:13 PM

To: "shaler@maine.edu" <shaler@maine.edu>

Dr. Shaler:

| am responding to your below request to Department of Administrative and Financial Services (DAFS) Commissioner
Alec Porteous. You requested the following items that were related, in part or in whole, to DAFS and Maine Revenue
Services (MRS).

® Request that the Maine Revenue Service (MRS) provide data for any findings or assessments they have
conducted in the Unorganized Territories regarding Tree Growth as a result of asking the MFS for assistance.

® Request that the MFS and MRS provide any available GIS layers that identify what parcels in the Organized and
Unorganized Territories are enrolled in TGTL, even if only available for some parts of the state.

® Request that the MFS and MRS provide the total area and number of parcels of timberland ranging between 10
and 25 acres currently enrolled in TGTL for the Organized and Unorganized Territories.

With respect to item one, MRS has not sought the assistance of the Maine Forest Service. With respect to bullet item
two, there are no such layers available to provide in the possession of MRS. Finally, for the last item, please see the
two attached documents.

Please let me know if you have any further questions or concerns.
Sincerely,

David Heidrich, Jr.

Public Access Officer

Department of Administrative and Financial Services
(207) 624-7800

From: Stephen Shaler [mailto:shaler@maine.edu

Sent: Wednesday, December 06, 2017 11:12 AM

To: Porteous, Alec

Subject: Fwd: Tree Growth Tax Law Review Committee Request

Commissioner Porteous:

The 128th Legislature Committee on Taxation created a study group to review all aspects of the Maine Tree
Growth Tax Law (MTGTL). As part of this on-going process, the group submitted eight requests/questions to
Govemor LePage (see attached letter - dated 30 OCT 2017).

Mr. Lance Libby from the Governor's office responded on 7 November (attached file - Governor Office
Response to Tree Growth Tax Law Committee Request.pdf) indicating that the requests for data from the
Maine Forest Service and Maine Revenue Service can be provided through a FOAA request.

Specifically, the study group is requesting the following information:

of 2 2/11/2018 2:46 PNV
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RE: Tree Growth Tax Law Review Committee Request

20f2

Request that the Maine Forest Service (MFS) provide data to the study group as to which communities
were asked by the MFS to be invited to review compliance, which communities have reached out to the
MES for assistance, and whether the MFS has denied any communities request for assistance.

Request that the MFS provide a copy of the letter about the MTGTL sent to all communities through
the Maine Municipal Association (MMA).

Request that the Maine Revenue Service (MRS) provide data for any findings or assessments they have
conducted in the Unorganized Territories regarding Tree Growth as a result of asking the MFS for
assistance.

Request that the MFS and MRS provide any available GIS layers that identify what parcels in the
Organized and Unorganized Territories are enrolled in TGTL, even if only available for some parts of
the state.

Request that the MFS and MRS provide the total area and number of parcels of timberland ranging
between 10 and 25 acres currently enrolled in TGTL for the Organized and Unorganized Territories.

Requests the MFS for data regarding any findings or assessments made as a result of municipal
assessor requests (and which municipalities asked for assistance) since June 30, 2017.

Respectfully, the study group.

Organizational representatives include: Tom Abello - The Nature Conservancy, Tom Doak - Woodland
Owners of Maine, Kate Dufour - Maine Municipal Association, Rene Noel - Association of Consulting
Foresters, Julie Smith -Maine Farm Bureau, Patrick Strauch - Maine Forest Products Council, Stephen Shaler
& Adam Daigneault - University of Maine.

Stephen Shaler, Ph.D.

Professor & Director // School of Forest Resources

Associate Director // Advanced Structures & Composites Center
University of Maine // 5755 Nutting Hall // Orono, ME 04469-5755
Phone: (207)581-4737 // Cell: (207) 991-0840 // FAX: (207) 581-2875
http://www.forest.umaine.edu

http://www.composites.umaine.edu

— Attachments:
2016 MVR Statistical Summary - Tree Growth.pdf 40.1 KB
UT TG classified Lots 11-8-17.xlsx 9.1 KB

2/11/2018 2:46
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Appendix 11 - Maine Review Service MVR Statistical Summary
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Appendix 12 - Unorganized territories tree growth lots of 25
acres or less by county as of 8 November, 2017 provided by

Maine Revenue Service.

County
Aroostook
Franklin
Hancock
Kennebec
Lincoln
Oxford
Penobscot
Piscataquis
Somerset
Washington

Classified acres 25 or less
33
32
24
2
3
30
40
77
130
61

Parcel acres 25 or less
30
29
21
2
2
23
34
69
114
51
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Appendix 13 - Public listening session text by Van Tuinen

To: Working Group Studying Maine Tree Growth Tax Law
From: Bill Van Tuinen

Re: Comments on Maine Tree Growth Tax Law

Date: January 3, 2018

I approach these comments from the perspective of a Maine Tax Assessor. | have been a Certified
Maine Assessor since 1978 and | have provided assistance to many municipalities in the provision of tax
assessment services. The towns that | assist are spread out and | work in more than a few counties.

One of the topics [ want to cover is the considerable change in tree growth values from one county to
another. For example, in 2017 the rates in Somerset and Franklin Counties were as follows:

Somerset Franklin Difference Difference

in Dollars in Percent
Softwood % 120/5&(9/ 279 159 133%
Mixed Wood 176 313 137 78%
Hardwood 193 313 120 62%

As an assessor, | certainly have an appreciation of the difficuity in developing assessed valuations that
are perfect and that there are limits of practicality in assigning assessed values that.absolutely
correspond with the sales price of each property. However, | have a difficult time recognizing the
reasonableness that as one drives from Kingfield into the immediately adjacent town of New Portiand
that the value of woodland based upon its productivity as woodland decreases greatly. |also have a
difficult time when you drive fram Farmington, the County Seat of Franklin County, to Skowhegan, the
County Seat of Somerset County, that these same values change so drastically.

I do not know precisely what factors in the formula set out in State Statute create what to me appear to
be illogical results. But, I do suggest that the great disparity of value that at least at times occurs from
one county to another does in my opinion appear to be illogical and inequitable.

I'think some effort should be made to smooth out the very large discrepancies.

The second point | want to make is nothing new at all. To the best of my knowledge it has existed since
the inception of the Maine Tree Growth Tax Law has been put in place. It is the concept that the
formula for the valuation of land under tree growth places no value on the bare value of the land that is
growing trees. The formula capitalizes the income attributable to the land based upon the annual
growth of stumpage times the stumpage income of that annual growth. Essentially-it values what the
land capable of growing for stumpage with no value placed on the bare land itself. At least in some
counties this method results in a very minimal value for tree growth classified land.
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It is my opinion, that for the other two forms of current use valuation that address larger parcels of land,
the statutes place more emphasis on actual or potential sales of land within its current use. For
example, in the valuation of the farmland the statutes states:

§1105. Valuation of farmland

The municipal assessor, chief assessor or State Tax Assessor for the unorganized territory shall
establish the 100% valuation per acre based on the current use value of farmland used for
agricultural or horticultural purposes. The values established must be guided by the Department
of Agriculture, Conservation and Forestry as provided in section 1119 and adjusted by the
assessor if determined necessary on the basis of such considerations as farmland rentals, farmer-
to-farmer sales, soil types and quality, commodity values, topography and other relevant factors.
These values may not reflect development or market value purposes other than agricultural or
horticultural use. The values may not reflect value attributable to road frontage or shore frontage.

With open space the statute states:

§1106-A. Valuation of open space land

1. Valuation methed. For the purposes of this subchapter, the current use value of open
space land is the sale price that particular open space parcel would command in the marketplace
if it were required to remain in the particular category or categories of open space land for which
it qualifies under section 1102, subsection 6, adjusted by the certified ratio.

The open space statute also provides for an alternative valuation method of percentage reductions from
the regular valuation of the land based upon certain conditions defined by statutes.

In the case of the tree growth valuation there is no consideration of sales of tree growth land in its
current use from one wood lot owner to another.
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Appendix 14 - Public listening session text by Leichtman.
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Need hetter recommendations in Harvest and Management Plans. Need to be able to reject plans for
inadequate recommendations (specific cutting instructions within a specific time frame). I've read too
many plans where the forester writes about degrading quality of lumber due to aging or crowded trees,
yet there are no specific recommendations in the plan to harvest. Everything in the plan should be about
maximizing quality for commercial use.

MFS should also have to sign off on plans.

Assessors need to be able to keep plans on file {confidential file, if need be) for all tracts under 500
acres, If not the entire plan, then at least the recommendations and map.

Shift the focus of small lots, rather than producing raw product for commercial use, to good stewardship
of woodlots; create an open space-type category with a lesser discount than TG rates for this type of
use. Woodlots will need to be inspected to ensure they are being managed as opposed to left totally
alone.

End the repetitious 6-month warning cycle. It's confusing and intended to trip up the assessor when
appealed. Two steps is enough: (1) Send a notice threatening a fine. If no reaction impose the fine. (2)
The fine buys another two months. If no new plan is submitted, withdraw from program and levy the
withdrawal penalty. (See TG Notices)

Mills are closing. If there are no markets, no entry into TG. 10 acres is too small for profitable forestry
operations.

I've been told numerous times that a woodlot hasn't been harvested because markets for raw lumber is
drying up as nearby mills close or have reduced neéds. But the landowner has already “profited” from
receiving the tax break. (See Tax Break)

Bees to TG: shopping for a scam and assessors are helpless to stop it.

Budget priorities and difficult decisions. Same for municipalities as for the state: more needs than
money, so please don’t make it so difficult for us to collect revenues we should be collecting. It's too
easy for Augusta to grant relief at local expense.

An assessor’s professional ethics are all about spreading the tax burden with fairness and equity.
Current Use dodges are like fingers screeching across a blackboard.

Foresters who write or sign off on bad plans, or sign off on recertification when the plan hasn’t been
followed should be barred from the program.

MFS should be permitted greater access to TG plans. They should be able to assist assessors in
enforcement of TG plans. No one other than assessors should have decision making ability on final plan
approvals because anything that affects a town’s taxable valuation should be the town’s decision. MFS
should assist and recommend, not lead.
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Don’t grandfather abusers, allow a graceful and quick exit. The goal should be to exact fairness moving
forward — to land owners as well as the community’s other taxpayers.

Penalties need to be high to prevent too easy access to the program. The tax break is huge. Either lessen
the tax break or leave the penalties as they are. A landowner should not go into the program lightly. The
tax break is too significant to allow for an easy out.

Refocus on the program’s original purpose: to supply the forest products industry with raw material. Is
the parcel capable of aiding that goal? If not, it should not be in tree growth.

Kerry Leichtman, CMA
Assessor, Rockport and Camden
January 3, 2018
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TG Notices

#1....120 days before expiration, send 120 day notices. The notice threatens the $500 penalty.

#2....1°8 $500 supplemental issued and six months (180 days) is given for compliance. This notice

threatens with a second $500 supplemental.

#3_..2™ $500 supplement issued and six months (180 days) given for compliance. After the second 6

months is up, if they still haven’t complied, they are removed from the program.

The 51000 supplemental fees are NOT subtracted from the withdrawal penalty.
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| $205,100

Mil rate  |Taxbreak |
2016 15.59|  $3,197.51
2015 15.13]  $3,103.16
2014 14.43|  $2,959.59
2013 14.04]  $2,879.60

2012 13.68]  $2,805.77 |
2011 13.46 $2,760.65
2010 13.47)  $2,762.70
2009 13.21]  $2,709.37
2008 13.14]  $2,695.01
2007 1273 $2,610.92
| $28,484.29

SRR G TAX BREAK.XIsx
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Appendix 15 - Communication from Mr. Mott

To Public Input for Tree Growth Tax Law Study Group through Chairman Dr. Shaler

I am D. Gordon Mott, resident of Lakeville in Penobscot County. I am a Maine licensed forester in
Maine private practice for 36 years since 1982. Previously I served in USFS forest research for 20
years and Canadian Forest Service research and forest pest management for 12 years. We own 285
acres of forest land both in and out of Tree Growth. Going now to retirement, I serve about 60 Tree
Growth clients over about 7,000 acres. I have managed forest land on the ocean shore, moved timber
ashore by barge from an island, harvested and managed in diverse southeastern forest conditions,
formed and served on the team that produced the first Maine mathematical wood supply model and
dealt with insect outbreaks. I have serious commitments to our forest.

1.1 find nothing in the substance of the current Tree Growth Tax Law as it is written that needs
changing. The law provides well for the diverse considerations that should be provided for the
management for the diverse forest conditions to be found in the State. I find the provision for
progressive penalties to be particularly fair and effective.

2. As forester, I find there is significant confusion in the standards and interpretations that appear to be
adopted by Maine Forest Service concerning the required contents of forest management plans.

This confusion is somewhat described in detail in an opinion piece that is submitted together with
this short statement.

The source of the confusion rests in the definition of a forest management plan as it is stated in
Title 36 Section 573 3-A. When in enforcing the Tree Growth Tax Law enforcers can take one sentence
from the definition of a forest management plan to require that there always be activities to harvest,
improve and regenerate in every 10-year plan, whether those activities are required silviculturally or
not, or whether the owner chooses to retain the private property right to manage the fiscal aspects of the
resource for revenue at that time or later, it appears there can be an improper imposition upon the
constitutional rights of the private property owner to manage the values of the ownership. The signed
obligation to use the land primarily for the growth of trees to be harvested for commercial use does not
in any way require when harvest is to be conducted, nor do other provisions in the law prohibit use of
the land for other purposes so long as trees are ultimately harvested.

A landowner, for example, who chooses to manage stumpage revenue so as to receive it in a year
when income is less than $75,000 jointly so as to take advantage of no IRS tax, is to be extended the
right in the tree growth management plan to harvest whenever they choose. An owner who chooses to
refrain from selling in a depressed market should have that right expressed within the management
plan.

I recommend that for clarity of enforcement, to ensure that the rights of landowners are explicitly
stated and protected, and for the guidance of foresters and landowners, that the definition of a forest
management plan in Title 36 Section 573 3-A be amended as follows:

Forest management and harvest plan. "Forest management and harvest plan" means a written document
that outlines those activities to regenerate, improve and harvest a standing crop of timber that are to take
place during the duration of the plan as determined by the licensed professional forester and/or the
landowners as described below. The plan must include the location of water bodies and wildlife habitat
identified by the Department of Inland Fisheries and Wildlife. A plan may include, but is not limited to,
schedules and recommendations for timber stand improvement, harvesting plans and recommendations
for regeneration activities as determined by the forester and landowner. The plan must be prepared by a
licensed professional forester or a landowner and be reviewed and certified by a licensed professional
forester as consistent with this subsection and with sound silvicultural practices.
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3. Together with other foresters, I have serious reservations whether the 30 square feet per acre residual
basal area should be considered a “sound silvicultural practice”. I urge that the issue be raised in the
report to the Taxation Committee. The 30 square foot value was brought forward by a forester
employed by a mill-owning industry who had gained a seat in the Legislature at the time that the clear-
cutting referenda were an issue. Vast areas of the State have now been harvested to this cosmetic value
and it has radically changed the future composition of the Maine forest. The issue should be addressed.

4. There is language in Bulletin 19 of Bureau of Revenue that does not come from the Tree Growth Tax
Law. On Page 4 of Bulletin 19 it is stated:

B. Use. The land must be used primarily for the growth of trees to be harvested for commercial
use. Owners must manage tree growth classified parcels according to accepted forestry
practices designed to produce trees having commercial value. In considering this option
owners may be guided by — but are not limited to — the following accepted forestry practices:
timber harvesting, tree planting, direct seeding, site preparation, thinning, cleaning, weeding,
pruning, inventory of standing timber, forest protection measures (insect, fire, wind, etc.), and
boundary line work.

The language above in bold italic is not in the Tree Growth Tax Law. It is good language and
perhaps inclusion in the statute should be considered.

5. I have struggled with the question of how to resolve two troublesome aspects of the law:

- how to ensure that forest management of parcels in Tree Growth does not result in parcels
unharvested to a state of decline, biological overmaturity and loss of significant commercial value,

- and how to prevent exploitative management planning by foresters who incorporate recommended
harvest activities in plans for unsuspecting landowners in order to produce revenue to themselves and
associated loggers at the threat of a penalty midterm to landowners whose objectives are management
to different standards.

I have not found a solution. But it should be recognized by Maine Forest Service that there are
sides to the question beyond slow harvesting on shorelands. The solution may lie in broadening the
recognition of the real social value of forestland beyond production of only commercial forest products,
including providing public recreational access to shoreland, for example.

6. It is a serious loss that Old-Growth Natural Areas must be withdrawn from Tree Growth and placed
in Open Space. I have a client who will remove a long-standing Natural Area rather than pay increased
tax. Municipalities are not reimbursed for Open Space areas and should be. It is recommended that the
Natural Areas Program be invited by the Study Group to consider submitting a proposal for
consideration at this time by the Taxation Committee.

Respectfully,

D. Gordon Mott

42 Damon Pasture Lane
Lakeville ME 04487
207-738-2180
Forester@AlmanacMtn.US
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Appendix 16 - Communication from Mr. Mott - item 2

What Does The Maine Tree Growth Tax Law Statute Require in Tree Growth Tax Law
Forest Management and Harvest Plans constructed by Licensed Maine Foresters for
Private Property?

An overview and opinion vs. 2
by
D. Gordon Mott
Maine Licensed Forester 772.

From information communicated by Maine Forest Service (MFS) staff to Maine Licensed
Foresters in Bangor, October 12, 2017, defining the standards that MF'S considers to be
required in Forest Management and Harvest Plans (FMHP's) for forest parcels that are under
Tree Growth Tax Law, it is my opinion that there is a difference between the conclusions
reached by the Maine Forest Service and the actual requirements of the Tree Growth Tax Law
(Title 36 MRS Chapter 105, Subchapter 2A) for the contents of Tree Growth Forest
Management and Harvesting Plans.

If there is indeed the difference I perceive between the requirements of the statute and the
restricted interpretation drawn by MFS, when the MFS interpretation is applied by MFS in
evaluations of any FMHP's requested by municipal assessors, this difference can find Maine
foresters and forest landowners at fault facing costly penalties and procedures to right the
situation.

Furthermore, MFS requirements that plans be constructed every decade to harvest,
regenerate and improve private owner's standing crop of timber proposes to remove the private
property rights of landowners to choose how and when they will manage the financial values of
their timber resource, their wildlife habitats and aesthetic objectives, and the prerogatives of
their foresters to provide effective financial and silvicultural counsel.

And if MFS planning requirements are imposed at every stage in development of a forested
parcel the misinterpretation will lead to frequent planning for costly management investments
and management activities that are either irrational, unnecessary, or unintended by the
landowners.

In particular, Maine Forest Service considers that activities to regenerate a crop of timber
must be outlined and activities to improve a crop of timber must be outlined, and activities
to harvest a crop of timber must be outlined and contained in every Tree Growth Tax Law
forest management and harvest plan. This is stated by MFS in the attached Forest Management
and Harvest Plan Review Checklist which they use to evaluate FMHP's when requested for
assistance to so do by municipal assessors. The above (bolded) requirements are the first items
presented on the MFS checklist. At the Oct 12, 2017 Bangor meeting MFS made it clear that in
reviewing any Tree Growth Management plan that did not outline activities to regenerate,
improve and harvest on the reviewed forest property, MFS would report to the Assessors that
the plan is invalid and the parcel is subject to expulsion from Tree Growth status at penalty.

Since Tree Growth Forest Management and Harvest Plans or recertifications are required at

least every ten years for every land parcel that is in that status, the result appears to be that
MFS requires activities to regenerate, improve and harvest must be planned to take place in_

Page -1 -
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every decade on every parcel in Tree Growth Tax Law status, regardless of the professional
forester's judgment whether the management activities are needed or whether the landowner
chooses to invest or engage in those activities in the next decade of management.

This lies at the crux of the potential issue. Can Maine Forest Service interpretation of Tree
Growth Forest Management and Harvest Plans based on taking one sentence in the statutory
definition of a FMHP out of context, force and penalize private landowners to harvest, improve
and regenerate their standing timber when they choose not to or the activities are not
necessary?

A. The Legal Statutory Definition of a Tree Growth Tax Law Forest Management and Harvest
Plan.

There are four sentences in the Maine Revised Statutes (MRS) that define a Forest
Management and Harvest Plan. They are presented in one paragraph in MRS Title 36 Section
573 Subsection 3-A. The sentences in this single paragraph definition which must be taken
together in my opinion, are presented below separately in the sequence that they are placed
within the single paragraph which constitutes the definition. I have labeled them below for this
presentation in the order in which they occur in the single paragraph as a), b), c) and d):

a) Forest management and harvest plan. "Forest management and harvest plan" means a
written document that outlines activities to regenerate, improve and harvest a standing
crop of timber.

b) The plan must include the location of water bodies and wildlife habitat identified by
the Department of Inland Fisheries and Wildlife.

c) A plan may include, but is not limited to, schedules and recommendations for timber
stand improvement, harvesting plans and recommendations for regeneration activities.

d) The plan must be prepared by a licensed professional forester or a landowner and be
reviewed and certified by a licensed professional forester as consistent with this
subsection and with sound silvicultural practices.

In the first sentence a) above in the language that formally and legally defines a Forest
management and harvest plan it is stated that a "Forest management and harvest plan means a
written document that outlines activities to regenerate, improve and harvest a standing crop of
timber.”

In the third sentence c) above in the language that formally and legally defines a forest
management and harvest plan in MRS Title 36 Section 573 Subsection 3-A, it is stated that a
“plan may include, but is not limited to, schedules and recommendations for timber stand
improvement, harvesting plans and recommendations for regeneration activities”.

Discussion

The serious question arises whether sentence a) which defines - in part - what a FMHP
means in terms of the activities that could be outlined in it, can be taken to stand alone to
require that all of those activities must always be planned — and conducted each and every
decade since a plan is required every 10 years. Or whether in accord with sentence c) which
states they may be included and scheduled and recommended, the activities to regenerate,

Page -2 -
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improve and harvest a crop of timber would be outlined in the plan as stated in sentence a) only
in that decade when the forester or landowner with forester's oversight chooses to include,
schedule and recommend them in accord with the provisions in sentence d) which assigns the
responsibility to the forester and/or landowner consistent with sound silviculture.

It is not possible to have it both ways: either the activities to regenerate, improve and
harvest a crop of timber must always be scheduled, or they may be scheduled and
recommended in accord with forester's and landowner's judgment.

Either there is a misconstrual or distortion in interpreting the meaning of the definition in
the statute if it is concluded that sentence a) can be taken alone out of context with the
remainder of the definition and interpreted to always require all activities, even though the
definition does not say that each and all of the activities must always be planned and outlined to
be conducted every decade, - or, it must be concluded that the statute is internally conflicted
and flawed when it requires these activities always to be planned and extends at the same time
to the licensed forester (and the landowner) in sentence c) the choice whether any of those
activities will be conducted during the next 10-year duration of the plan.

I propose that in a proper interpretation of the entire definition of a Forest Management and
Harvesting Plan including all - not just one sentence - from the four sentence definition, the
Tree Growth Tax Law is not flawed. It provides latitude for inclusion of exactly the rational
managing and harvesting activities that foresters and landowners need in order to manage the
properties in accord with their objectives through time while dedicating their land to be used
primarily for growth of trees to be harvested for commercial use — when the time for harvest arrives.

It appears that if Maine Forest Service uses the “Tree Growth Tax Law Forest Management
and Harvest Plan Review Checklist (distributed by MFS and attached below) which is based
upon only one sentence in the definition, when requested by local Assessors, MFS may be
adjudicating FMHP's according to a limited application of the meaning of the entire definition
paragraph of the law, thus concluding in some cases incorrectly that plans lack required
elements when and where these management elements have properly no place then. MFS may
find that elements are absent which are not, in fact, required to be present at all times according
to neither the entire definition nor rational forest management and may conclude incorrectly
that the plans are therefore flawed. When Assessors are advised by MFS that plans are flawed,
landowners and foresters are placed in jeopardy of losing, at costly penalty, their status in the
Tree Growth Program. This will be serious and costly.

At the same time, the ability of professional foresters to recommend good practical
management plans may be seriously limited in many kinds of forest conditions if plans must be
written to comply with the meaning that is being taken by MFS for sentence a), and if sentence
c) is not given full standing. There are stages in forest development when harvests are not
required, nor improvements economically justified nor when regeneration is needed — and
planning for none of these should be imposed.

In an effort to clarify the meaning of the Tree Growth statute, the following discussion seeks
that all parties come to appropriate understanding of the law. I am a forester. I am not an
attorney. I hope this difference in understanding can be worked out constructively. It may be
desirable to seek to provide a clarifying amendment to the language of the statute in the
Legislature.

Page -3 -
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I want also to acknowledge that I know that some landowners may well be violating the
intent of the Tree Growth Tax Law to commit the land to production of commercial forest
products, and instead are using the Tree Growth status as dodge for a tax shelter. I have some
experience with the complexities of forest management on the saltwater shore and maintenance
of coastal property values where there is concern for some of this. I have worked to move
timber ashore from islands by barge and undertaken to maintain shoreland timber standing
upright in the storm wind after partial harvests. It is my belief that any concerned agency that
wishes to encourage more harvesting of timber from these properties would solve the perceived
problem in a much more productive and acceptable way by entering into efforts to develop
good economical management methods and demonstrating the results — than to undertake to
enforce broadly and generally everywhere a standard to force harvesting according to a flawed
interpretation of the Tree Growth Law. There are a number of experienced individuals who
could contribute to developing such a constructive undertaking.

Page -4 -
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B. Examples of the Relevance of the Language of the Tree Growth Tax Law Statute to
Some of the Diversity of Maine Forest Conditions to Which it is to Apply.

I present below three very different parcels in Tree Growth that illustrate how, in my
judgment, the definition of a Tree Growth forest management and harvest plan applies.

1. Parcel 1. Cut to 30 sq. ft. ac. In 2015.

In 2010 before a harvest in 2013, the parcel below (with leaves off) was completely
stocked. Much of the stocking was about 30 years old following clearcutting about 1990.
After a harvest of the saplings and a few poles on the lot in 2013, mainly for biomass,
the parcel had the appearance below.

Is regeneration required? No - abundant natural seeding is taking place. | No activities to
outline
Forest improvements? No. Resources for investments from landowners | No activities to

who purchased on time payments after harvest |outline
by seller are unlikely. Some sapling selection
might be conducted by hand by owners.

Forest harvesting? Parcel has been harvested in accord with Forest | No activities to
Practices Act to 30 sq. ft. basal area which is outline

less than desirable silvicultural stocking. Any
further harvesting would likely be unprofitable
for 30+ years future and perhaps illegal until
regeneration increases in height.

Page-5-
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Parcel 2. 39 acres Stocked with commercially eligible marketable timber, mainly
hardwood pupwood.
Owners' Objective: Harvest when market is favorable, divide.

Is regeneration required?

No. Natural regeneration will take place following
harvest. Yellow birch, black cherry, red spruce,
sugar maple will be left for seed and existing small
pole stock will be retained for partial shade.

No activities to
outline

Forest improvements?

No. Objective of current owner is division into
three Tree Growth eligible lots for sale after
harvest. Future owners will decide what they want.

No activities to
outline

Forest harvesting?

Not now. Conditional on future market. These
owners were getting $35 cd. stumpage last year for
hardwood pulpwood, the principal product on the
lot. Best current offer is down to $20 cd. - a
decline of 43%. These owners will only have one
opportunity to harvest in their lifetime. They have
decided to schedule harvesting at some future
uncertain time when market improves.
Management Plan will call for a harvest plan to
be constructed if/when a harvest is to take place.

Harvest
activities will be
listed as future
probable without
need for
commitment to
perform.
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Parcel 3. 15 acre lake shoreland parcel stocked with marketable softwood and hardwood
timber. Shoreland zone limitations within LUPC apply. Owner's objectives are to comply with
requirement to produce commercial forest products while growing trees to large stature on long
rotations for windfirmness and aesthetic reasons. There are very few harvesters available who
will work small lots with a light footprint. A small area of big tooth aspen is at biological
maturity.

Is regeneration required?

No. Natural regeneration will take place
following any partial harvest. Current overstory
to remain in place for several future decades.

No activities to
outline

Forest improvements?

None intended by landowner.

No activities to
outline

Forest harvesting?

Very limited if at all. Conditional on available
small scale logger working other lots in the
vicinity. Will be recommended stems be marked
and left ready for when opportunity arises.
There are old skid trails to be reused.

Harvest activities
will be listed as
probable with no
need for scheduled
commitment to
perform.

Page - 7 -
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Summary:

The realities of forest management in the three Tree Growth Tax Law parcels above
present situations where it is not reasonable in any of the cases to require in a plan “. . .
all the activities to regenerate, improve and harvest a standing crop of timber”. All of the
rational and appropriate plans will fail MFS inspection.

Either the regeneration, improvement or harvest activities are not necessary for silvicultural
or management reasons, or the landowners have the right to choose when and how they wish to
perform activities to satisfy the requirement that “ . . . the land is used primarily for the growth
of trees to be harvested for commercial use”.

Forest Management and Harvest Plans can be constructed in each case to satisfy the
definition of such a plan as it is stated in MRS Title 36 Section 573 Subsection 3-A, if the
entire definition is recognized and the discretion to define management activities that is stated
in sentence c) of the definition is respected and extended to all foresters and landowners. A
problem only arises when MFS takes the single sentence in the definition out of context.

C. Further Details:
1. Inconsistency between the Tree Growth Tax Law and Bureau of Revenue Bulletin 19.

It should be known — and perhaps adjusted in the Bulletin — that Bulletin 19 contains
language concerning “Commercial Use” that does not reflect anything I can find in the
statutory language of the Tree Growth Tax Law.

Bulletin 19 Item 4. B. states: “Owners must manage tree growth classified parcels according
to accepted forestry practices designed to produce trees having commercial value. In
considering this option owners may be guided by — but are not limited to — the following
accepted forestry practices: timber harvesting, tree planting, direct seeding, site preparation,
thinning, cleaning, weeding, pruning, inventory of standing timber, forest protection measures
(insect, fire, wind, etc.), and boundary line work.”

Opinion: It would be good to have this addition to the definition in sentence c) of what
“may” be in the Forest Management and Harvesting Plan which is quite baren at this point. But
should Bulletin 19 contain standards like this that are not provided for in law? Would boundary
line work or inventories produce trees with commercial value — or are they more properly good
management practices that deserve mention in that context?

2. Meaning of “Schedule”

Note that there is some ambiguity created in the statute in the two different meanings in the
use of the term “schedule”.

In the definition of a Forest Management and Harvesting Plan in MRS Title 36 Section 573
Subsection 3-A it is stated: “A plan may include, but is not limited to, schedules and
recommendations for timber stand improvement, harvesting plans and recommendations for
regeneration activities”. It could reasonably be concluded that the meaning of schedule here
could be “a plan for carrying out a process or procedure, giving lists of intended events and
times.
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Review of the Maine Tree Growth Tax Law



Appendices

On the other hand, in MRS Title 36 Section 579 it is stated that “The owner or owners of
forest land subject to valuation under this subchapter shall submit a signed schedule, on or
before April 1st of the year in which that land first becomes subject to valuation under this
subchapter, to the assessor upon a form prescribed by the State Tax Assessor, identifying the
land to be valued under this subchapter”. Clearly the application that lists acreage by cover type
etc., is not a schedule that concerns anything to be done through time. “Schedule” here is being
used in a different sense.

Thanks, comments, differences, welcomed

V- 4 N

D. Gordon Mott, Forester

42 Damon Pasture Lane
Lakeville Maine 04487
Forester@AlmanacMtn.Us
207-738-2180
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Tree Growth Tax Law
Forest Management and Harvest Plan
Review Checklist

REQUIRED Plan Elements
_____ Primary objective commercial forest products
Comments:
_____ Outlines activities to regenerate a crop of timber
Comments:
____ Outlines activities to improve a crop of timber
Comments:
_____ Outlines activities to harvest a crop of timber
Comments:
Map
____ Location of water bodies
____ Location of wildlife habitat identified by DIFW
Comments:

SUGGESTED Plan Elements

Schedules and recommendations for timber stand improvement, harvesting plans
and recommendations for regeneration activities.

Comments:

General Plan REQUIREMENTS

Must be written

Must be prepared by a LF or

___ Must be certified by a LF as consistent with sound silvicultural practices
Must be prepared for each parcel

Must be updated every ten years

Comments:

Page - 10 -
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Appendix 17 - Communication from Mr. Fred Huntress

67 Strout Road
Poland Spring, Maine 04274
January 12, 2018

Stephen Shaler- Director

U. of Maine School of Forest Resources
5755 Nutting Hall,

Orono, Maine 04469

Dear Stephen:

| was not able to attend the public hearing on the Maine Tree Growth
Tax Law last week but | would like to offer some observations and comments
for your committee’s consideration.

I have been involved with the Tree Growth Tax Law since its
inception in 1971 both as a consulting forester and landowner. | had forestry
clients in all Maine counties and currently own 16 parcels of forest land in 8
towns, most of which is in Tree Growth.

The TGTL is vitally important to the forest industry in Maine to allow
landowners to afford to own and manage land for the long period of time
necessary to grow sawtimber, The 2015 Municipal Valuation Return shows
24,401 parcels of land in Tree Growth in the organized towns with a total of
3,085,207 acres. These landowners are the ones most dedicated to growing
the trees which furnish wood to our forest industries. Micro-managing the
TGTL will not encourage these owners to retain and manage their land and
will discourage new openers from enrolling.

it has been said that some landowners in Tree Growth are using the
law as a tax shelter with no intention of harvesting timber. In my years of
exercise | have seen no woodlots which did not get harvested. By the time
the land is owned by the grandchildren the trees will be cut, especially on the
larger acreages.

| strongly object to any requirement that forest management plans
call for timber harvesting at a specific time as there are too many variables to
consider when planning a timber harvest. These include weather conditions,
timber markets, age and health of landowner and income needs of
landowner. Many elderly landowners have owned their land for many years
and have little or no cost basis. A timber sale would result in a large income
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tax whereas in a few years their heirs would benefit from a step up cost basis
and pay a much lower income tax when selling stumpage. Management
plans prepared by a forester should be done for the long term objective of
the landowner and not for the immediate needs of the forester or their
employer.

The TGTL and Open Space laws should be amended to allow a
landowner in Tree Growth to automatically be eligible for Open Space
without approval of the assessor and without penaity.

| would appreciate the opportunity to appear before your committee
to answer any questions and explain the reasons for my stated opinions.

Sincerely, ,
(/f/we/

Fred A .Huntress, Jr. LF 157
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Appendix 18 - Letter from Mr. Fred Huntress re: Base Acre

BASE ACRE- (PHANTOM HOUSE LOT)

Maine towns assess all land on public road as a Base Acre with excess acres
at a lesser value. This process has the effect of making it economically
impossible for the owner of a small woodlot to own the land for growing
forest products. On acreages larger than 50 to 100 acres the high cost of the
Base Acre is diluted on a per acre basis but the cost still has to be absorbed
by the value of the timber on the entire property.

The Base Acre method of land valuation assumes that all road frontage on a
public road is suitable for a building lot and will pass the local codes and
ordinances. It also assumes that all Base Acres could be sold within a short
time. As a practical matter, in any town, very few Base Acre lots will be sold
in any one year whereas several hundred Base Acres may be assessed
annually. It would take many years to sell all the Base Acre lots, assuming all
are suitable for building lots.

In fairness to owners of undeveloped land, all land should be assessed as
UNDEVELQPED until there is a building permit issued or a building is on the
site. Until such a system for assessing is adopted it will not be possible for
owners of small parcels of woodland to own and manage their land for the
growth and harvest of forest products. The Maine Tree Growth Tax Law is
the only salvation for these owners. The 10 acre minimum lot size for
enrolment in Tree Growth is a realistic size and should not be changed.

Prepared by

Fud1- YT
Fred A. Huntress, Jr. LF 157
January 18, 2018
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Appendix 19 - Communication from Mr. Chip Bessey

Dear Dr. Shaler,

To follow up on my speaking to the Tree Growth Review Committee group appointed
by the Maine legislature in 2017:

First I must revise a statement I made about the significance of the penalty provisions of
TGTL. I probably gave the impression that the penalties are insignificant. I have little
experience withdrawing from Tree Growth but the one occasion when a parcel was
changed to industrial use the penalty, even at the lowest rate, was very significant. It did
not change my decision to withdraw but the out of pocket cost was very large, not a mat-
ter to be taken casually.

Our direct experience since the inception of Tree Growth demonstrates that the TGTL
has worked admirably since its inception, making it possible for landowners to patiently
grow sustainable crops of timber. Current Use valuations under Tree Growth have pro-
tected the forest from “ highest and best use” valuations. Such valuations are a self-ful-
filling prophecy as the tax burden exceeds the income from simply growing trees.

With help from Ken Laustsen I did a detailed comparison of my personal 2016 harvest
data in the Capital Mega Region that indicates to me that current methods and data pro-
vided by MFS are pretty accurate. Comparing data for the two species that contribute
most to valuations in southern Maine (red oak and white pine) I found our two sets of
data were within 9%. Of course my sample size was much smaller than that of MFS.

Data from our family woodlands (occurring primarily in the Capitol Region) from 2014
to 2017 shows an ominous direction for forest income trends. During this time period
taxes under the Tree Growth Tax system increased 41% while income per unit
decreased by 28%. This 4-year trend is extremely troublesome for forest owners.

Naturally, the "optics" of valuation differences between northern and southern Maine
raises eyebrows. I believe that addressing this problem is beyond the mission of your
committee but it is so extreme as to expect attention in the future.

Thank you for your service and that of your Committee members to the State of Maine
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Appendix 20 - Tree Growth Tax Law valuation schedule - 2017

ouwry  somwooo [wxepwooo arowooo
5430 5440 5340

Androscoggin

Aroostook 5120 5176 5193
Cumberland 5430 5440 5340
Franklin $279 4313 4313
Hancock 5145 5167 5127
Kennebec 5339 5404 5256
Knox 5339 5404 5256
Lincoln 5339 5404 5256
Oxford 9279 5313 %313
Penobscot 5145 5167 5127
Piscataguis s120 5176 5193
Sagadahoc 5430 5440 5340
Somerset 5120 5176 5193
Waldo $339 5404 $256
Washington 5145 5167 s127
York 5430 5440 S340
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