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Good morning, Senator Rotundo, Representative Gattine, and members of the Joint
Standing Committee on Appropriations and Financial Affairs; Senator Grohoski,
Representative Sayre and members of the Joint Standing Committee on Taxation. I
am Elaine Clark, the Commissioner of the Department of Administrative and
Financial Services. I am here today to testify in support of the fiscal year 2026-2027
supplemental budget bill, LD 2212.

This is the final budget proposal from this Administration. The proposal delivers
financial relief to Maine people, preserves programs lawmakers and Maine people
support, and addresses some emergent issues, including impacts of new federal
legislation. Governor Mills’ guiding belief has always been that our strongest asset
is the people of Maine and that’s why this budget, like those in the past, seeks to
invest in and support them. We look forward to working with the Legislature in the
coming weeks to enact a balanced budget that supports Maine people and protects
the fiscal health of our state.

I am here today in support of those items on today’s agenda relating to the
Department of Administrative and Financial Services, specifically those related to
tax. Dr. Michael Allen, the Associate Commissioner for the Office of Tax Policy, is
also in attendance.



I will start with the initiatives in the Bureau of Revenue Services (0002) program
on Page A-4.

This program serves the citizens of Maine by administering the tax laws of the State
effectively and professionally while simultaneously collecting the revenues
hecessary to support Maine government. The Bureau also oversees municipal
property tax administration, including the assessment and collection of property and
excise taxes for the Unorganized Territory. The Bureau conducts the annual State
Valuation process that is used to calculate county taxes, establish municipal and
school bond debt limits, and determine education Junding and revenue sharing.

The first initiative reduces allocation in the Maine Military Relief Fund program.
The cost of administering the Maine Military Family Relief Fund voluntary checkoff
on Individual Income Tax returns is provided elsewhere in statute. As such, this
outdated allocation is no longer necessary.

Reduces allocation for the Bureau of Revenue Services Maine Military Family Relief
program. Funding for cost of administering the Maine Military Family Relief Fund
voluntary checkoff on Individual Income Tax returns is provided through Title 36,

$3283-A: Voluntary contribution through checkoffs. This allocation, provided in PL.

2007, c674, Sec. 3, is not necessary. This is an Other Special Revenue allocation
reduction of (85,500) All Other in fiscal year 2026 and fiscal year 2027

The next initiative provides one-time funding to update the State's tax and
administration system for a new optional account type for pass-through entities,
which we will discuss more in the language component of my testimony, specifically
Part N, which begins on Page 30 of the language document.

Provides one-time funding for administrative expenses to update the State's tax and
administration system for a new optional account type for pass-through entities. The
new pass-through entity (PTE) tax type will require Maine Revenue Services, Income
Tax Division to establish rules for taxpayer election for PTE registration, create and
adopt a new PTE tax return, develop business rules for the processing of PTE tax
return line items, and configure the interfaces and many modes necessary to receive
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and process the new returns. The vendor's configuration of the functionality to
accept, process, post, and allow taxpayers to file for this new tax cannot begin until
the basic form, line items, and the rules for the processing of the information have
been published. This is General Funds of $438,771 All Other in fiscal year 2027.

The next initiative reinstates $5 million of appropriations ongoing to Maine Revenue
Services for baseline operations to administer the tax laws of the State effectively
and professionally while simultaneously collecting the revenues necessary to
support Maine government. It also reduces allocation in the Federal Expenditures
Fund — ARP State Fiscal Recovery.

Public Law 2023, chapter 643, moved General Fund expenses to the Federal
Expenditures Fund — ARP State Fiscal Recovery. American Rescue Plan U.S.
Treasury guidance allowed for a certain amount of funding to be used for the
“provision of Government Services.” MRS All Other expenditures met those
requirements. The transfer, in a manner consistent with U.S. Treasury guidance,
freed up General Funds in fiscal year 2025 for the budget by moving allowable
Maine Revenue Services salary and operations expenses to the federal funds. This
was $5 million of Personal Services and $5 million of All Other.

This initiative came later in the budget process and, in our haste, we neglected to put
in the phrase “one-time”, which meant that the reduction to All Other was carried
forward as ongoing into this biennial (the salaries piece was corrected as part of the
biennial baseline process for Personal Services). At the time of the initiative, it was
made clear that the transfer was meant to be a one-time reduction to match the one-
time availability of the federal funds. In a time of rising costs and increasing
expectations, MRS does a remarkable job of managing its tight operations budget to
accomplish its statutory mandates, including tax-filer support, audits, collections,
and processing the revenues necessary for the programs and services of state
government. This initiative puts the $5 million back into All Other ongoing effective
fiscal year 2027 as the division cannot and was never meant to absorb a permanent
reduction.

Adjusts funding by increasing General F und appropriations and decreasing F ederal
Expenditures Fund - ARP State Fiscal Recovery funds within the Maine Revenue
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Services program in order to reverse a Jiscal year 2025 reduction in Public Law
2023, chapter 643 that was intended to be one-time, but was processed as ongoing
in error.

Public Law 2023, chapter 643, initiative: Adjusts funding by decreasing General
Fund appropriations and increasing Federal Expenditures Fund - ARP State Fiscal
Recovery funds in the Revenue Services, Bureau of program to allow for the
expenditure of federal funds in a manner consistent with United States Department
of the Treasury guidance. Federal Sfunding is available from the allocation provided
to the department in Public Law 2021, chapter 483, Part Y,

The final initiative in this program is a reclass. The State’s collective bargaining unit
agreements include negotiated language related to the reclassification process.
Reclasses may be employee-initiated (usually referred to as reclass) or management-
initiated (usually referred to as reorganization). Approved employee-initiated actions
include a retroactive pay component back to the date the request was signed. Our
Department’s reclass and reorganization requests are summarized at the end of
testimony as Table D.

Provides funding for the approved reclassification from one Business Systems
Administrator position to a Tax Section Manager position. This is General Funds of
$7,550 Personal Services in Jiscal year 2026 and $7,834 Personal Services in fiscal
year 2027.

Now I will transition to the language parts.

The tax provisions of the Governor’s supplemental budget will help to modernize
and simplify Maine’s tax laws and will provide tax relief through property tax reform
and broad but deliberate conformity to the federal tax law changes made by federal
Public Law Number 119-21, “The One Big Beautiful Bill Act” or, for our purposes,
“OB3.” The supplemental budget also proposes the creation of a pass-through entity
tax (“PTET”), which will provide both federal tax relief to Maine taxpayers and
revenue to the State. I will discuss the Administration’s approach and rationale for
the property tax (Parts M and O), conformity (Part K), and PTET (Part N) proposals.
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I have included with my written testimony an Appendix, which lays out, among other
items, the fiscal impact estimates for these parts of the supplemental budget.

I — Conformity to Federal Public Law No. 119-21 (The One Big Beautiful Bill
Act - OB3)

Part K is found on Pages 14 through 22 of the General Fund language document.
This part addresses conformity to the tax provisions in OB3 that would directly link
to Maine tax law. Historically, Maine has largely chosen to conform to provisions
of the federal Internal Revenue Code. This usually is done in a routine bill, adopted
every legislative session, by updating the conformity date in the definition of the
Internal Revenue Code in Title 36 and thereby updating other important
definitions—including “adjusted gross income,” which will be discussed below—in
Title 36 of the Maine Statutes to conform to the current federal definitions of those
same terms.

Conforming in this manner offers substantial advantages to taxpayers and the
State. For taxpayers, filing their Maine income tax returns is relatively simple if
Maine and federal law match. For the State, conforming with these federal
definitions greatly simplifies tax administration. This is because Maine looks to the
statutory, case law, and regulatory authority developed at the federal level, rather
than having to develop and administer this authority on its own. Therefore, Part K
proposes to conform to almost all the “direct” conformity items in the OB3 in tax
year 2026 and beyond. See Table A in the Appendix for details. This Part also
proposes to adopt and legislatively enact the Governor’s Internal Revenue Code
(IRC) conformity direction for tax year 2025 under PL 2025 ¢.336. See Table A-1
in the Appendix for details. The 2025 directions were previously presented to the
AFA and TAX Committees on October 17, 2025, and are currently being utilized for
the 2026 tax filing season for tax years beginning in 2025.

Before getting into the details, I want to emphasize that—with two, narrow
exceptions relating to “bonus depreciation,” which I’ll discuss shortly—the
supplemental budget as proposed would have Maine adopt all of the “direct
conformity” items in the OB3, although one of them will be phased in over a period
of years to moderate the fiscal impact of some of the costlier changes.



Let me quickly define a couple of important terms: “direct conformity” and
“adjusted gross income.” In this testimony, when I talk about “direct conformity”
items, I mean items where simply updating Maine’s conformity date will
automatically cause Maine to conform with federal changes through that date. Since
one of the key definitions Maine conforms with is “adjusted gross income,” any
federal changes which affect a taxpayer’s federal adjusted gross income (FAGI) will
automatically be incorporated into Maine law when Maine updates its conformity
date.

“Adjusted Gross Income” — also referred to as “AGI” — is an important concept in
federal individual income tax. We have included a few pages of IRS Form 1040 as
Exhibit A in the Appendix. If you look at that form, you’ll see “Adjusted Gross
Income” on line 11a, the very last box on the first page (highlighted in red).

Because of the importance of AGI, tax practitioners pay a lot of attention to that line.
Any change to federal law that affects an item listed above line 11a would be
automatically incorporated into Maine law under a standard “direct conformity” bill.
On the other hand, most items that appear below federal adjusted gross income are
not incorporated into Maine law, and would not be changed as a matter of Maine law
under a standard conformity approach.

Let me give two brief examples using again the federal 1040 form in Exhibit A to
illustrate the “above-the-line” and “below-the-line” distinction. First, the OB3
changes the way certain moving expenses may be deducted. The federal deduction
for moving expenses appears above the FAGI line—specifically, it would be
included on line 10, “adjustments to income from Schedule 1”—and therefore by
updating its conformity date, Maine would directly conform to those changes, and
Maine taxpayers would get the same treatment for moving expenses at the federal
and state levels. On the other hand, the OB3 also excludes certain tips from income.
That exclusion appears below the FAGI line—specifically, on line 13b, “additional
deductions from schedule 1-A”—and therefore there is no “direct conformity” link
between Maine and federal law on that point. Maine could choose to conform by
creating its own exclusion for tip income, but it would not be a “direct” conformity
item. Important tax lines have been highlighted in Exhibit A for reference.

The supplemental budget proposes full conformity for virtually all “direct
conformity” items. For details on the workings of those items, the Maine Office of
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Tax Policy is finalizing a consolidated conformity report that we will have ready for
the work session and will then post to the Office of Tax Policy section of the MRS
website. We will be sure to get a paper copy to AFA members at that time. The rest
of this testimony will examine the handful of areas where the supplemental budget
differs, in whole or in part, from the OB3 changes.

Research and Experimental (R&D) Expenses

The OB3 creates a new Code section 174A, which allows taxpayers to immediately
deduct domestic R&D expenses, including software development costs, paid or
incurred in 2025 and later years. Alternatively, taxpayers can elect to capitalize and
amortize domestic R&D expenses over a period of at least 60 months. The OB3 also
contains catch-up provisions, allowing certain small businesses to amend their
returns for 2022 through 2024 to retroactively apply this rule for expenses incurred
during those tax years. Further, all qualifying businesses may elect to deduct the
unamortized balance of previously capitalized domestic R&D expenses—either
entirely in 2025, or ratably over 2025 and 2026.

The federal change restores the domestic R&D expense treatment that existed under
both federal and Maine tax law prior to the Tax Cuts and Jobs Act of 2017 (TCJA).
Immediate R&D expensing has strong economic and tax policy justifications and
has had significant and lasting bipartisan support. The TCJA’s removal of immediate
R&D expensing raised revenue at both the federal and State levels, causing a
significant increase in Maine State Corporate Income Tax revenue.

For small businesses, defined by the OB3 as businesses with annual gross receipts
of $31 million or less, the supplemental budget proposes to fully conform to the
federal R&D tax changes, including the retroactive changes and catch-up provisions.
This treatment goes slightly beyond the Governor’s earlier direction under PL 2025
¢.336, which did not allow for the full use of the catch-up provisions. For large
businesses, the supplemental budget proposes to phase up to full conformity between
tax years 2026 and 2030. These businesses will still be eligible to deduct the same
amount, but over multiple years instead of all at once. And even during the phase
up period, they will receive a tax break relative to pre-OB3 law. This approach
balances the importance of supporting R&D in the State against the substantial cost
of immediate conformity. Full conformity would have been approximately $142
million over this biennium versus the $18 million in this proposal. See Table C in
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the Appendix for examples of how large businesses would deduct R&D expenses
during the phase-up period.

Bonus Depreciation and Accelerated Depreciation for Qualified Production
Property

The Governor’s supplemental budget proposes to continue the law’s current
approach of non-conformity to these direct, above-the-line deductions. Maine does
not, and has only rarely, conformed to federal bonus depreciation, and the upfront
costs to conforming would be large. Both retroactive and future conformity would
come with a substantial cost. See the Jorthcoming Office of Tax Policy consolidated
report for details.

The OB3 also creates a new, elective 100% depreciation deduction for “qualified
production property” placed in service after July 4, 2025. Unlike most direct
conformity items, conforming to this provision without also conforming to Bonus
Depreciation would actually increase, rather than decrease, administrative
complexity. Furthermore, Maine’s Dirigo Business Incentives Program already
provides tax benefits for new capital investments in Maine. The cost of conforming
to this provision would initially be small but would increase significantly over time.
See the forthcoming Office of Tax Policy consolidated report for more details on the
Jiscal impact of these provisions.

Ultimately, the Governor has supported a wide variety of other investment initiatives
during her tenure, including the proposed conformity to R&D expensing, and
therefore does not believe that the benefits of conforming to either the federal Bonus
Depreciation or the new Qualified Production Property provision outweigh each
provision’s substantial cost.

OB3 Indirect Conformity Items

In addition to the direct, above-the-line conformity items, the OB3 contains a
number of provisions affecting below-the-line items. Updating Maine’s conformity
date would have no effect on these items; the Legislature can choose to conform or
not conform to any of them, but that decision would not be a direct conformity item.
The Governor’s supplemental budget takes a measured approach to these indirect
provisions. See the forthcoming Olffice of Tax Policy consolidated report for more
details on the technical workings of these provisions.
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Standard Deduction

Prior to the OB3, the federal standard deduction for 2025 was scheduled to be
$15,000 for single taxpayers and married taxpayers filing separately, $22,500 for
taxpayers filing as head of household, and $30,000 for married taxpayers filing
jointly. The OB3 increased those amounts, effective for tax year 2025, to $15,750,
$23,625, and $31,500, respectively. These amounts are subject to an annual inflation
adjustment in subsequent years, and these changes will be permanent features of
federal tax law going forward.

The supplemental budget proposes to move halfway to the new standard deduction
for tax year 2026 and then fully conform beginning in tax year 2027. The annual
cost of full conformity is over $30 million per year. This phase-in approach will
provide broad, permanent tax relief to an estimated 445,000 full-year resident
taxpayers.

Charitable Deduction for Nonitemizers

Traditionally, taxpayers who itemize their deductions have been allowed a deduction
for their charitable contributions. The OB3 permanently expanded the availability
of this deduction for certain types of charitable contributions by those who instead
claim the standard deduction.

The supplemental budget proposes conforming to the new charitable deduction for
nonitemizers starting with a state deduction equal to 50% of the federal deduction in
tax year 2027 and full conformity starting in tax year 2028. When fully phased in,
this conformity item will provide a maximum deduction of $1,000 for taxpayers
($2,000 for joint filers) and is estimated to cost $10 million per year.

Paid Family and Medical Leave Credit

Under current law, Maine’s employer credit for family and medical leave is
scheduled to end after tax year 2025. The Governor’s supplemental budget keeps
that end date and repeals the credit. While the federal family and medical leave
credit was extended by the OB3, the State credit is no longer necessary because
Maine, unlike the federal government, has enacted a comprehensive and affordable
paid family and medical leave program.



No Tax on Tips, Overtime, and Car Loan Interest

The supplemental budget proposes continuing Maine’s current tax law treatment of
tips, overtime, and car loan interest payments. The OB3 created a temporary change
to the way those items are treated at the federal level; from now through the end of
tax year 2028, most taxpayers with tip or overtime income, or who pay interest on
certain auto loans, will be allowed a federal income tax deduction for a portion of
the payment. Unlike the increased standard deduction and broadly available
charitable deduction, the new deductions in the OB3 for tips, overtime, and car loan
interest would impact a narrow range of taxpayers and would create inequitable tax
treatment for taxpayers at similar income levels but with specific types of income or
expenses. For example, under the OB3 a server receiving a combination of wages
and tips would pay less income tax than a cook or dishwasher receiving only wages.
Similarly, a person working 60 hours a week at one job and receiving overtime pay
would get more favorable tax treatment than someone working two 30-hour jobs.
Conforming to these temporary provisions would add complexity and uncertainty to
the Maine income tax; the Governor’s budget focuses on solving permanent
problems for the State, instead.

Furthermore, the Governor’s Affordability Checks will provide immediate,
meaningful tax relief to a far broader range of Maine taxpayers without the
administrative complications and uncertainty that conforming to these indirect,
temporary provisions would bring,

Senior Exemption

The OB3, in an apparent attempt to reduce federal taxation of social security
benefits, allows a temporary personal exemption of up to $6,000 for taxpayers aged
65 and older, phased out when modified adjusted gross income exceeds $75,000
($150,000 for joint filers). In doing so, the federal income tax treatment moved
closer to that of Maine. Iam pleased to say that Maine does not tax social security
benefits, allows a personal exemption for all taxpayers on top of the standard
deduction, not just for seniors, and allows a deduction for pension benefits that has
been significantly increased in recent years from a maximum deduction amount of
$10,000 at the start of the Administration to over $48,000 in tax year 2025, with a
phaseout that does not begin until Maine adjusted gross income exceeds $125,000
($250,000 for joint filers). The cost of conforming to the Senior Exemption would
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be an additional $30 million per year. For more details on the fiscal impact of the
Senior Exemption, see the forthcoming Office of Tax Policy consolidated report.

1I - Property Tax Modernization and Simplification

Part M is found on pages 23 through 30 of the Janguage document. This part makes
two changes to Maine’s property tax system. First, it expands and simplifies the
property tax exemption for veterans by incorporating the work done by the
Legislature on L.D. 888, “An Act to Expand Property Tax Relief for Veterans and
Survivors of Veterans,” sponsored by Representative Hymes and carried over by the
Appropriations and Financial Affairs Committee. Second, it consolidates the
existing homestead, veterans, and blind persons property tax exemptions into a
single, tiered homestead exemption. See Exhibits B and C for the veteran’s
exemption under current law and the consolidated exemption under the budget
proposal, respectively.

Under current law, similar—but not identical—laws govern the property tax
exemptions for homesteads, veterans, and blind persons. This can create difficulty
and confusion for taxpayers (who can have a hard time identifying which exemptions
are available to them and establishing their eligibility under the separate programs)
and for municipal officials (who must understand the complexities and
inconsistencies of multiple exemptions with slightly different rules and
requirements).

The supplemental proposal, based on L.D. 888, consolidates the three exemptions
into a single tiered homestead exemption. Effective for property tax years beginning
on or after April 1, 2027, the proposal in the supplemental budget bill:

1) Maintains the base homestead exemption at $25,000.

2) Creates a new, simplified and expanded exemption for veterans, which
eliminates complicated service period and age/disability requirements that
exist under current law and provides that all veterans are eligible for at
least some amount of exemption, starting at $5,000 of just value for non-
disabled veterans of less than 62 years of age, and progressing upward
from there to reflect differences in age and disability rating. We estimate
an additional 24,000 veterans will be eligible for the expanded exemption,
a 67% increase in eligibility compared to current law.
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3) Creates a new exemption of $5 ;000 of just value for blind persons.

4) Repeals the existing exemptions for veterans and blind persons.

5) Increases municipal reimbursement for exemptions granted for blind
persons and veterans by reimbursing at the current homestead
reimbursement rate of 76%. Currently there is no reimbursement for the
blind exemption and 50% reimbursement for some portions of the
veteran’s exemption.

6) Better organizes and simplifies administrative provisions for the new
consolidated exemptions.

7) Directs the State Tax Assessor to publish updated guidance explaining and
implementing the consolidated exemption, including assuring that people
currently qualified for the veterans’ or blind persons’ exemptions do not
need to reapply to be eligible under the new provisions.

I am going to skip to Part O now, because it is on the same subject. Part O is found
on pages 38 through 39 of the language document. Part O funds, in part, the
veterans exemption expansion made in Part M by ending the Business Equipment
Tax Reimbursement Program (BETR), which has failed to keep up with the needs
of the State and has been surpassed by more modern investment incentives like the
Business Equipment Tax Exemption (BETE) and the Dirigo Business Incentives
Program. The proposal reduces BETR reimbursement by 50% for the application
period beginning August 1, 2026, and sunsets BETR entirely at the conclusion of
that year.

The BETR program reimburses businesses for a portion of property tax paid on
eligible equipment. Although in its heyday BETR applied to a wide array of business
property throughout the state, the passage of time and Maine’s similar, but more
expansive BETE program (which would not be changed under this proposal) have
made it largely obsolete. Specifically, the only types of property still eligible for
reimbursement under BETR are: (1) property placed in service after April 1, 1995,
that is located in a retail sales facility and used in a retail sales activity, and (2) certain
non-retail property placed in service between April 1, 1995, and April 1, 2007 (non-
retail property placed into service after 2007 is instead eligible under BETE).

Annual BETR reimbursement is heavily weighted toward non-retail property placed
into service on or before April 1,2007. Since less and less of that equipment remains
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in active use, the annual cost of the BETR program has been decreasing, from $24.9
million in FY19 to a forecast of $16.8 million in FY26. This equipment has been
receiving an incentive subsidy for decades, and, under current law, is scheduled to
keep receiving it indefinitely; the BETR reimbursement can no longer be justified.
Instead, the Administration believes the State’s finite resources are better spent
incentivizing new investments through more modern programs like BETE and the
Dirigo Business Incentives Program and incentivizing research through the
conformity to Code section 174A discussed above. The repeal of BETR would also
end an unnecessary subsidy for certain retail property.

III — Pass-Through Entity Tax (PTET)

Now, let me come back to Part N, found on pages 30 through 37 of the language
document. This Part creates a new, elective “pass-through entity tax,” or “PTET.”
The PTET would provide significant net federal tax savings to owners of certain
“pass-through entities” and generate approximately $17.5 million annually for
Maine by providing a work-around to the now permanent federal State and Local
Tax (SALT) Deduction limits enacted in the Tax Cuts and Jobs Act (TCJA) of 2017
and OB3. Because the PTET is a response to changes to federal tax law, it is
important to provide a bit of background.

Federal tax law generally allows individuals and businesses a deduction for the
amount of state and local taxes they pay, subject to some limitations. However, in
7017 under the TCJA, Congress temporarily limited the ability of individuals to
deduct those payments and in 2025 the OB3 made the SALT deduction cap
permanent. Individuals may deduct up to $40,000 of SALT payments through 2029,
and up to $10,000 thereafter. The ability of businesses to deduct SALT payments is
unchanged. The PTET is designed to take advantage of that discrepancy, at no cost
to Maine’s taxpayers.

Under federal and Maine tax law, pass-through entities do not, themselves, pay tax.
Instead, items of income, deduction, loss and so forth generated by the business
entity are “passed through” to the owners, who report them on their individual tax
returns. Therefore, if a pass-through entity’s activities generate $100 in income, and
the entity is owned equally by two individuals, each of those individuals would be
taxed on $50, which they would pay individually. They would then be eligible to
claim those tax payments as itemized deductions on their individual federal income
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tax returns. Of course, now that federal law permanently limits the ability of
individuals to deduct SALT taxes, owners of pass-through entities may receive
smaller itemized deductions on their federal returns for these payments.

The PTET proposal provides relief from this problem. It has three main elements.
First, it contains an elective entity-level income tax on pass-through entities, so that
the entity, rather than its owners, can pay Maine taxes due. Secondly, to avoid double
taxation (while generating some revenue for Maine), the PTET program allows a
corresponding refundable Maine individual income tax credit, equal to 90% of the
individual’s distributive share of the tax paid at the entity level. F inally, in order to
harmonize the PTET with the fact that many pass-through entities have owners and
operations in multiple jurisdictions, it expands Maine’s credit for taxes paid to other
taxing jurisdictions to now include the individual’s distributive share of PTET
imposed by other jurisdictions, as long as those jurisdictions impose “substantially
similar” individual income and pass-through entity taxes.

Pass-through entities, under this proposal and similar taxes enacted by the vast
majority of states that have individual income taxes, may (but are not required to)
pay Maine income taxes, which mitigates the effects of the federal SALT cap. This
is why the PTET is often referred to as a SALT cap workaround. It is important to
note that no taxpayer is required to do this, and we expect the election to pay the
PTET will only be made where doing so reduces the net tax liability of PTET owners
(by allowing them to circumvent the federal SALT deduction limit). As such, this
proposal would primarily affect taxpayers who own a pass-through entity business
and have high income and other state tax liabilities.

While this proposal stands to benefit both taxpayers and the State, it requires a
significant dedication of administrative resources to build out the new tax program
and as such, this proposal has been designed to work as efficiently as possible for
both taxpayers and the State. Part N continues the work the Taxation Committee
has done on L.D. 191, “An Act to Support Maine Businesses by Establishing a Pass-
through Entity Tax and Tax Credit.” It further integrates the proposal into Title 36,
provides necessary administrative and technical details, and focuses on creating a
tax that is efficient and effective for taxpayers, while being as simple as possible for
the State to administer.
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This concludes my testimony on the taxation portion of the Governor’s budget. My
colleagues and I would be happy to answer any questions the Committees might

have. Thank you.
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Table A: Conformity Fiscal Impact by Provision

Appendix:

Conformity Provisions

Fiscal Year

2026 2027 2028 2029

ualified Disaster Loss (c. 336) Negligible Loss
Increase in standard deduction amount, 50% of increase in
TY 2026 $0 -$29,000,000 -$32,300,000 -$32,250,000
Enhancement of Child and Dependent Care Credit $0 -$1,760,000 -$1,750,000 -$1,700,000
Enhancement of Dependent Care Assistance Program $0 -$515,500 -$376,000 -$395,000
Exclusion for Employer Payments of Student Loans $0 -$1,435,000 -$1,080,000 -$1,155,000
Extension of Limitation on Deduction and Exclusion for
Moving Expenses $0 $621,000 $639,000 $658,000
0.5% Floor on Deduction of Contributions made by
Individuals $0 $200,000 $200,000 $200,000
Extension and Modification of Limitation on Deduction for
Qualified Residence Interest $0 $210,000 $210,000 $210,000
Termination of Non-Education Miscellaneous Itemized
Deductions $0 $1,500,000 $1,500,000 $1,500,000
Miscellaneous (Individual) ! $0 -$98,000 -$103,000 -$128,000
Sec. 179 Expensing (c. 336) $0 -$2,200,000 -$1,880,000 -$1,570,000
Business Interest Deduction Limitation: EBITDA income
measure (c. 336) $0 -$6,160,000 -$5,010,000 -$4,300,000
Business Interest Deduction Limitation: Subpart F and Net
CFC Tested Income $0 $900,000 $850,000 $750,000
R&D Expense Deduction: Full conformity for small
business and phase-in to full conformity for others 2 -$1,780,000 -$15,310,000 -$28,090,000 -$38,830,000
Coordination of Business Interest Limitation with Interest
Capitalization Provisions $0 $660,000 $690,000 $800,000
1% Floor on Deduction of Charitable Contributions Made
by Corporations $0 $2,140,000 $2,080,000 $1,960,000
Excessive Employee Remuneration $0 $1,131,000 $1,070,000 $1,143,000
Exception to Percentage of Completion Method of
Accounting for Certain Residential Construction Contracts $0 -$728,000 -$267,000 -$168,000
Qualified Farm Property Capital Gains (c. 336) $0 -$1,210,000 -$835,000 -$460,000
Expansion of Qualified Small Business Stock Gain
Exclusion 3 $0 $0 $0 -$145,000
Broadening of Net CFC Tested Income Inclusion $0 $1,710,000 $1,760,000 $1,820,000
Other International Tax Reforms ¢ $0 $92,000 $63,000 $11,000
Modification and Extension of Limitation on Excess
Business Losses of Noncorporate Taxpayers $0 $275,000 $150,000 $600,000
Permanent Renewal and Enhancement of Opportunity
Zones * $0 -$5,250,000 -$9,760,000 -$9,620,000
Treatment of Payments from Partnerships to Partners for
Property or Services $1,140,000 $1,580,000 $1,510,000 $1,230,000
Miscellaneous (Other) (c. 336) © $o -$119,000 -$139,000 -$170,000
Conform to limited charitable contribution deduction for
federal non-itemizers: 0% in TY 2026, 50% in TY 27,
100% TY 28+ $0 $0 -$4,850,000 -$10,040,000
Paid Family Medical Leave Credit ’ Negligible Gain
Total Cost of Conformity Package -$640,000 -$52,766,500 -$75,718,000 -$90,049,000
General Fund Revenue -$608,000 -$50,128,175 -$71,932,100 -$85,546,550
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1. Certain postsecondary credentialing expenses treated as qualified higher education expenses for purposes of 529 accounts (distributions made after
DOE); Spaceports are treated like airports under exempt facility bond rules (obligations issued after DOE); Treatment of certain qualified sound recording
productions (commencing in tax years ending after DOE); Exclusion of interest on loans secured by rural or agricultural real property (tax years ending
after DOE); ACRS/Energy Efficient property; extension and modification of limitation on casualty loss deduction, limitation on tax benefit of itemized
deductions, extension and modification of qualified transportation fringe benefits, extension and modification of limitation on wagering losses, extension
and enhancement of increased limitation on contributions to ABLE accounts, extension of rollovers from qualified tuition programs to ABLE accounts
permitted, extension of treatment of certain individuals performing services in the Sinai Peninsula and enhancement to include additional areas, extension
and modification of exclusion from gross income of student loans discharged on account of death or disability, trump accounts, and contribution pilot
program.

2. Under this proposal, the Maine will fully conform to the federal R&D deduction by tax year 2031, The share of current year expenses that may be
deducted in the year incurred is 30% in tax year 2026 and increases 20 percentage points per year until reaching 100% in 2030. Amounts not deducted in
the year incurred are recaptured in equal amounts over the interval with a fixed end year of 2030.

3. The annual revenue loss through fiscal year 2029 is minimal due to holding period requirements. The revenue loss is estimated to eventually grow to $3
- $4 million per year.

4. The revenue loss assumes that private “opt-out” plans offered to satisfy the requirements of the Maine Paid Family and Medical Leave program are not
eligible for the Maine credit. Under current law these plans are likely not eligible for the federal credit and therefore not eligible for the Maine credit.
Conformity legislation may clarify that employers subject Maine PFMLA withholding or opt-out requirements are ineligible for the Maine credit to resolve
any uncertainty about the application of IRS guidance.

5. Includes the following provisions: Permanent extension of look-thru rule for related controlled foreign corporations, repeal of election for 1-month
deferral in determination of taxable year of specified foreign corporations, restoration of limitation on downward attribution of stock ownership in applying
constructive ownership rules, and modifications to pro rata share rules.

6. The revenue loss in fiscal years 2027 — 2029 will be higher than the revenue loss in later years both because these years cover the peak investment years
for the upcoming 10-year cycle and because the capital gains deferral has not ended for any new investment vintage in these tax years. The Joint
Committee on Taxation predicts that the federal revenue loss from Opportunity Zones falls 46% in federal fiscal year 2030 and that these policies slightly
increase revenues in federal fiscal years 2033 and 2034.

7. Other less significant provisions of the 2025 Act affecting corporations and businesses are the: Exceptions from limitations on deduction for business
meals, tax credit for contributions of individuals to scholarship granting organizations, additional expenses treated as qualified higher education expenses
for purposes of 529 accounts, certain postsecondary credentialing expenses treated as qualified higher education expenses for purposes of 529 accounts,
nonprofit community development activities in remote native villages, adjustment of charitable deduction for certain expenses incurred in support of
Native Alaskan subsistence whaling, restoration of taxable REIT subsidiary asset test, termination of energy efficient commercial buildings deduction, and
termination of cost recovery for energy property.
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Table A-1: Codification of Governor’s 2025 Direction

2025 Tax Year 2025
Implementation Revenue
Provision Status ! Change 2
Qualified Disaster Loss Conformed Negligible Loss
Qualified Farm Property Conformed Negligible Loss
Sec. 179 Expensing Conformed -$2.00
Business Interest Deduction Conformed -$6.80
R&D Expenses
Allow small business
amended returns only Conformed -$4.70
Miscellaneous 3 Conformed Negligible
Total Projected Cost 4 -$13.50

1. Provisions listed as conformed are conditionally conformed to resulting from the Governor’s instruction under PL 2025 ¢.336.

2. The tax year 2025 revenue loss will primarily be spread over fiscal years 2026 and 2027.

3. Certain postsecondary credentialing expenses treated as qualified higher education expenses for purposes of 529 accounts (distributions
made after DOE), Spaceports are treated like airports under exempt facility bond rules (obligations issued after DOE), Treatment of certain

qualified sound recording productions (commencing in tax years ending after DOE), Exclusion of interest on loans secured by rural or
agricultural real property (tax years ending after DOE), and ACRS/Energy Efficient property.

4. The tax year 2025 cost of the Governor’s 2025 conformity direction was already included in the December 1, 2025, Revenue Forecasting
Committee revenue forecast. Codifying the Governor’s 2025 direction will only have a revenue impact on tax years 2026 and later.
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£1040

Exhibit A: Federal 1040 Tax Form

Depaimant of the Treasiy—htems! Ravenuie Sendte
U.S: Indlvidual Income Tax Return

0

12025

MB No, 1545-0074

RS Use Only—Do not Wilte or Btaple in this space.

For the year Jan. 1-Dec. 31, 2025, or olher 1ax yeas beginning , 2025, ending 20 [ See separate Instructions.
] Fted pursuant 1o sestion 301.9100-2 [] Combat zone [l Deceased 1iti 4 133 7 vY (Y Spouse kard 1 6310 J ¥¥VY
{_Jothet | |
Your first name and middle initial Last name Your social security number
P
1f joint return, spouse’s first name and middle initial {.ast name Spouse’s soclal ity numb
{1
Home address (number and slreet), If you have a P.O. box, see instructions. Apt. no, Check here if your main home, and your
: spouse's if filing ajoint retum, was in
the 115, for more o206 [
City, town, of past office. If you hava a foreign address, also complets spaces below, State ZIP code Presidential Election Carmpaign
Chedkchers if-you, or your spouse
g’i Tiing iol wanl togo gbato
Forelgn comntry name Foreign province/state/county Foreign postal code il nol uh ang o y uur ‘ ot o rofund.
[J¥ou- | | 8pouss
Filing Status -[]-Single [} Head of household:(HOH)
Check only [ ): Manried filing jointly (sven if only one had income) {1 Qualitying surviving spouse (QSS)

one box.

] Marﬂéd Tilng separately (MFS). Enter spouse’s SSN above
and full:name here.

it you checked the HOH or QSS.box, enter she child’s name
if the qualitying person Is.a child but not your ‘dependent:

-1 treating & nonresident alien or dual-status allen spouse as a 1.8, resident for the entire fax y!oai', check the'box:and enter:thelr

name (see instructions and attach statement it required):

Capital gain or Joss), Attach Schedule D If required i iy

Check if; [ ] Scheduls D.not required [ 1Includes child's capital galn or (loss)

Additional Income from Schedule 1, line 10. ..

BT

Digital Assets ﬁi@n“%’n“g'l‘%’ﬁl??,ﬁ&%%fég"L!‘:%:‘:’&;?fi“:é:&?&"Xﬂ?&a‘é‘ﬁ’“ﬂe‘r’éf‘i‘m?‘ B sy [1¥es TINo
Dependents : Dependent 1 Dependent 2 Dependent3 “Dependent4
{sealr ) 41) Firstneme
#f more @) Lastname
than four @)8sN | | [ ! ! I | |
dependents,  {4) Relationship
seo Instruclions Tere g 0 : E EFRE L
andcheck _ (oiCheckifived} (o) [1ves t0) []ves (@) [ves W [lyes
here . . [ Jnanhallof200s] () DAndintheUS ). [ Andin theUss, DAndlntheUS ) Dmu’mhaua
moneait | T15e 10 Semang [ LV Slsany | Lo (a{:;*:;“qD e O et | et | L aeanehn
{7) Credits " ghai%lax 0 Cvﬁdﬂ for [ g'r;ﬂd?tm D Credlt for O grhelzmtax O g{&m for - D Ghi}gthx ﬂﬁredll for
dggendenls e endents dents | ﬂendanls
D Check it your! ﬂllng status Is MFS or HOH and you lived apan from your spouse for the last 6 monthsni 2026, oryou are legally
saparatad according to your state \aw under a written separation agreement or a decres of separate malntenance and:you did not
Jive In the-same housshold as your spouse at the end of 2025 5025 o
Income 1" Total amount from Form(s) W-2, box 1 (seehstrucﬂons) Vi Ve e 1a
Attach Form{s} b Hdusehbld amploysa wages not reported on Form(s) W-2 X 1b
W-2here. Also. ¢ Tipincome not raported on line 1a (see Instructions) i G Eaa He
;}E;g",f,‘:,““’ d - Medicaid walver payments not reported on Form(s) W-2 (see |nstructlons) = s L
1000-Riftex 5 Taxable dependent care bensfits from Form 2441, line 26 . BT
was withheld. =
ifyou did not 1:  Employer-providad adoption benafits from Form 8839, line 31 4t
-gata Form @ - Wages from Form 8919,1ine 6. . 10
ngﬁhsc:em - Other eamed Income (see instructions). Emar (ype and amount . “1h
|- Nontaxable combat pay election (see lnstrucﬂons) l 1 {
2 Addlines tathrough th. . ool iniay e e e
Attich6ch.B8  2a Tax-exemptinterest , ... 2a b Taxablelnterest. . . .
ifrequied. 3 Qualifieddividends . . . | 3a ] b Ordinarydividends . . .
c Checkit your child's dvidends arencludedin 1 (1 Lineda. 2 [Jlne3d
4a BAdsibulions . . . | da b Texebloamount; o
¢ Checkii(ses instruiclions) . 4} Rollover 200eeo  all]
5a Pensions:andannuitles. . 5a b Taxableamount, ©
o Check i {ses Instrucllons) . .+ . 10 \Bollovor\ 2 [irso 8 D
6a Soclal sscurlty bensfits .\ l 8a l b Taxable ameunt i it
-6 It you elect 1o use the jump-sum election method, check here (see! (nstructlons) a0
~ d It you are marriad fiing seperately and lived | apant from your spolise the sntireyear (see inst), check here [ 1
Ja
b
8
]

s Is your total Income

Add lines 1z, 2b, 2b, 4b, 6b, b, 7g, and 8, Thi .
10 /Ad]uslmenis 1o lncome from Schedule 1:lne26. . 5 0
11a_ | i o L IR
For Disclosure, Privacy Act, and Paperwork Reduction Act Nolloe. see separate instructions. Cat. Na, 11320B Fom 1040 {2025 Created 9/6/25
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Form 1040 (2025) ... Pags 2
Tax and 11b-“Amotint from line 114 (adjusted: gross income)

Credits 124 Someone canclaim . [ Youasa dependent - [ Your spouse as & dependent
b [} 'Spouse itemizes on aseparate ratum ¢ [1.you were a diial-status alien
dYou:: [ :Were bom before Janiiary 2; 1661 [3:Are bling
(Stondara .- Spouse: [] Was bom before dantiary 2; 1961 (s biind
deduction for~ e fd dadiotian d i i i M G
sSingeor  [gy”
%”%‘;‘;E‘ie?ﬁ,““ b S R
el 114 Addiing s S R e R e e e g
e [ 15 T, |
g:;gy;;g 16 Tax (seelnstiuctions). Check if ahy.trom Forrreli: 1/ (] 8814 ' Tidera 5[] 16
‘spouse, 172 Amount from Scheduils 2;iline' @i i e D R T 17
$31,500 18 Addlinesisand17.. i1 . SRR e ] g
* Head of
fil 0 »
abonie. | 21 C L [T e R R ] | 21
;2‘;'2(‘122;?:;" 22 ‘Subtract line 21 from line 18. If zero or less, enter -0- O 22
Nilliehiadiai 23 Other taxes, including self-employment tax; from Schedule 2 line2: i 23
24 Addfines22and23. Thislsyourtotaltax. . . , . . . . ..
Payments 25 Federal incoma tax withheld from:
and a FomlW-z . 00 Lo e e e
Refundable boFom{sj 1099 . . . .o o0 e B
Credits C.::Other forms (see instructions) ., oo el 25¢
1 d . Add lines 25a through 25¢ . o ey
262026 estimated tax payments and amount applied from 2024 return .

If you-made ‘estimated tax payments with your former spouse in 2025,
enter their SSN structions): |
Clergyfiling Schedule SE (ses Instructions)
G-It you donot want to claim the EIC; check hete

ifyouhave a
qualifying child,
youmay need fo
attach Sch. EIC,

28

29

30

31 Aniointiol

327 i

33 :Addlines 26d, 26, and 32, These are your total payments S
Refund 34 Ifline 33 s riore than line 24; subtract line 24 from line 33. This Is the amount you overpaid ;- . [ k%

35a: - Amount of line 34.you want refinded to you. If Form 8888 s attached, check here G
Direct deposit? b’ Rotling nimber | | ¢ Type: [ ] Checking: [ ]Savings
Seolnstructions. .4 Account nuimber | | [ P

36 Amount of iine 34 you want applied to your 2026 estimated tax | |, [ 38

Amount 37 Subtract line 33 from line 24. This Is the amotint you owe.,
You Owe For.details on how to pay, go to wwmlls.gov/Payments or see instructions .

38 Fstimated fax penalty (see Instructions) . . . . S 38
Third Party Do youwant to alfow another person to discuss this retum, witf the IRS? See instructions.
Designee

[[]Yes. Complete below. [ No

Designee's +:Phoné Personal identification
Hame: 16, i hutnbet PIN) I I | ' I |
Sign Under penalties of perjury, | deciare that | have examinied this st aiid dccompanying schiédules and staterments, dind to the best of my knowledge arid
Hete beliel, they are trus, Gorrect, “dnd complats; Dedaration of preparet (other than taxpayer) Is Based on all informiation of which preparer has any kmowledge,
Your signature ' Date Youroccupation Ifthe IRS sent you an Identity
Protection PIN, enter it here
{seeinst)
‘é:""% ’°t§”“‘ﬁ? Spouse's signature. If a joint return, both must sign. Dite Spolse's occupation Ifihe IRS sent your spouse an |
b egp’;’ cggy“f;“ Identity Protection PIN, enter it heré
your records, Geeinst) [T T 11 1]
Phone no. Email address :
Paid Preparer’s name Preparer's signature Date PRN Checkif:
Preparer ] self-emplayed
Use Only Fin's name Phone no.
Firm’s address ) Firm's EN
Gio to www. irs:goviForm1040 for Instructions arid the latest information.. Form: 1040 (2025)
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Table B: Supplemental Budget Fiscal Impact by Part

Parts M & O -
Property Tax
Modernization &

Simplification ! FY26 FY27 Biennium FY28 FY29 Biennium
Reduce BETR
Reimbursement by 50%
in FY27 and Repeal
Starting in FY28 $0 $7.995,500 $7,995,500 $15,178,000 $14,408,000 $29,586,000
General Fund $0 $7,995,500 $7,995,500 $15,178,000 $14,408,000 $29,586,000
Part K - Conformity
to Federal Public Law
No. 119-21 (OB3) 2 FY26 FY27 Biennium FY28 FY29 Biennium
Individual Income Tax $420,000 -$11,319,500 -$10,899,500 -$14,731,000 -$13,173,000 -$27,904,000
General Fund $399,000 -$10,753,525 -$10,354,525 -$13,994,450 -$12,514,350 -$26,508,800
Local Government Fund $21,000 -$565,975 -$544,975 -$736,550 -$658,650 -$1,395,200
Corporate Income Tax -$1,060,000 -$12,447,000 -$13,507,000 -$23,837,000 -$34,586,000 -$58,423,000
General Fund -$1,007,000 -$11,824,650 -$12,831,650 -$22,645,150 -$32,856,700 -$55,501,850
Local Government Fund -$53,000 -$622,350 -$675,350 -$1,191,850 -$1,729,300 -$2,921,150
Part K - Conformity
to Increased Federal
Standard Deduction *
FY26 FY27 Biennium FY28 FY29 Biennium
Individual Income Tax $0 -$29,000,000 -$29,000,000 -$32,300,000 -$32,250,000 -$64,550,000
General Fund $0 -$27,550,000 -$27,550,000 -$30,685,000 -$30,637,500 -$61,322,500
Local Government Fund $0 -$1,450,000 -$1,450,000 -$1,615,000 -$1,612,500 -$3,227,500
Part K - Conformity
to New Charitable
Deduction for
Nonitemizers * FY26 FY27 Biennium FY28 FY29 Biennium
Individual Income Tax $0 $0 $0 -$4,850,000 -$10,040,000 -$14,890,000
General Fund $0 $0 $0 -$4,607,500 -$9,538,000 -$14,145,500
Local Government Fund $0 $0 $0 -$242,500 -$502,000 -$744,500
Part N - Pass-
Through Entity Tax 3
FY26 FY27 Biennium FY28 FY29 Biennium
Individual Income Tax $0 $59,500,000 $59,500,000 -$22,500,000 $17,400,000 -$5,100,000
General Fund $0 $56,525,000 $56,525,000 -$21,375,000 $16,530,000 -$4,845,000
Local Government Fund $0 $2,975,000 $2,975,000 -$1,125,000 $870,000 -$255,000
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FY26 FY27 Biennium FY28 FY29 Biennium
General Fund -$608,000 $14,392,325 $13,784,325 -$78,129,100 -$54,608,550 -$132,737,650
Local Government Fund -$32,000 $336,675 $304,675 -$4,910,900 -$3,632,450 -$8,543,350
Total -$640,000 $14,729,000 $14,089,000 -$83,040,600 -$58,241,000 -$141,281,000

1. This portion of the bill includes expanding exemptions for veterans and b
program, which increases the rate of reimbursement to m
vary, ranging from 0% to 50%.

2. Updates references to the United States I
Internal Revenue Code of 1986, as amende

The increased reimbursements
increase in appropriations of $5,098,324 in FY28 and $5,985,91

nternal Revenue Code of 1986 contained in
d through December 31, 2025.

unicipalities to 76

lind persons and consolidatin
% for the veterans and blind p
elated to expanded exemptions for veter
9in FY29,

3. Conforms to 50% of the increased federal Standard Deduction starting in tax year 2026 and full conformity thereafter.

4. Conforms to 50% of the new deduction for charitable deductions by nonitemizers in tax year 2027 and full conformity thereafter.

5. This Part enacts a pass-through entity tax for tax years beginning on or after January 1, 2026.
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Exhibit B: Veteran Exemption Qualifications Under Current Law

Is the veteran a resident of the State of Maine and the
municipality in which they have filed for exemption?

VV

w

Was the veteran discharged, retired or separated from the
Armed Forces under other than dishoriorable circumstances? for exemption

Veteran does not qualify

Veteran does Did the veteran sérve during a federally recognized war period or the periods from August 24,1982 to
not qualify for July 31, 1984 and December 20, 1989 to January 31, 1990 or serve as a member of the American
exemption Merchant Marines in Oceangoing Service between December 7, 1941 and August 15, 1945 or has the
veteran been awarded the Armed Forces Expeditionary Medal?
YES/ \NO
Has the veteran reached Is the veteran disabled by injury or disense incurred
the age of 627 or aggravated during active military service inthe
YES NO line of duty and is receiving any form of pension or
compensation from the US government for total
ice- fed disability?
Veteran qualifies Is the veteran receiving any form of service-connecled GBI
for exemption pension or compensation from the US
s e YES NO
government for total disability, service-
connected or nonservice-connected as a -
veteran? Veteran qualifies Veteran does not qualify
for exemption for exemption
v N\
Veteran qualifies Veteran does not qualify
for exemption for exemption
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Exhibit C: Supplemental Budget’s Proposed Homestead, Veterans, and Blind
Persons Consolidated Exemption

Is the property eligible for the homestead exemption?

Z N\

Property is eligible for No homestead
i i Yes NO | cxemption. End of

exemption of up to $25,000 m/ cxemption. End o
justvalue, and perhaps more nquiry.

based on blindness or veteran

status.

Is an owner of the homestead blind?

Property is eligible for / No blindness

additional exemption of up to Yes No exemption,

$5,000.in just value, and — T~

Consider veteran
perhaps more based on veteran \ / status.
status.

Is an owner of the homestead a qualifying
veteran?

/ N e

Property is eligible for ;

additional exemption of up to at / Yes No T~ f: :l?rl;;lons’ ond of
least $5,000 in just value, and

pethaps more based on \

age/disability.

Does the veteran have a service-related
disability of 60% or more? !

/ \ If the veteran is 62

Yes No years old or older,
T the exemption is

/ increased to $6,000.

The veteran’s disability percentage determines the
exemption amount:

If the veteran served
60-69% = $10,000 90-99% = $40,000 in WWI, the

exemption is
70-79% = $20,000 100% = $50,000 increased to $7,000.

80-89% = $30,000

1. Grants for adaptive housing are treated in a manner comparable to a 100% service-related disability rating.
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Table C: R&D Phase-In Chart

Expense

year

Maine amortization schedule, expenses incurred 2025+

2025
2026

2028
2029
2030
2031

005 0% 207
040 Dm0
03 0475

0

TaxYear
208

0200

0.175

0167 |
o

2029

0.200
017
0,167
0150

08

2030
. 0,100
B
0167

0.150

01
1,

03 0% A
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Table D: Reclasses/Reorgs/Range Changes

Civil Service Rules require the State’s Human Resources Officer to maintain the
classification plan and establish the processes and procedures with which to do so.
There is a long-standing process in place to evaluate proper classification of
positions and determine through a functional job analysis whether a position meets
the requirements for reclassification, including any pay adjustment. The State’s
collective bargaining unit agreements include negotiated language related to this
process. Actions may include changing classification or keeping the same
classification but changing pay range (usually referred to in blippie as range change).
Requests may be employee-initiated (usually referred to as reclass) or management-
initiated (usually referred to as reorganization). Approved employee-initiated
actions include a retroactive pay component back to the date the request was signed.
Reclass/reorg/range change initiatives in Part A of the budget are necessary to fund
these approved actions, which is required before the action can be processed and
paid. Reclass initiatives in Part B of the budget are self-funded.

Page | Type Program | Fund FY26 Amount | FY27 Amount
A-4 | Reclass | 0002 General Fund | $7,550 $7,834
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