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Tax Reform, Legislative Vision

tsu-na-mi \(t)su “nam-e\n [Jap] : @ make sure that the Maine’s entire taxon the property tax relative to the bur-
great sea wave produced by submarineode is designed to predictably andden on state tax revenues is fairly dis-
earth movement or volcanic eruption -equitably generate the revenue we coltributed. We can pretend that a good
tsu-na-mic\-ik\ adj(Webster’s Dictio-  lectively agree is necessary to pay forway to control school spending is to
nary) K-12 public education in this state. We crush the property taxpayers with an

Occasionally there is a story on thecan redesign our tax code to reduce thebligation so great, the voters will op-
nightly t.v. news about a tsunami roll- volatility of state tax revenues and pose their own school budgets. We can
ing through the South Pacific and crashimprove their predictability. We can pretend that it is good stewardship of
ing into a seaside village, obliterating give balance to the tax code and imparbur tax code to always say ‘no’ to
the entire community, pulverizing it equity to the school funding system. change and frustrate every opportunity
into the sand. Or we can pretend. We can pre-for its redesign.

The property tax payers inhabittend the state’s tax code is in good  Tax reform is in the Legislature’s
just such a village, and there is a tsushape and is well structured to with-hands now. In the course of the next
nami of educational spending curlingstand the new tidal wave of educa-week the potential and the politics of
over that unprotected community. Bat-tional spending that is about to crashcomprehensive tax reform will enter
tered by the special education manover us. We can pretend that the curthe legislative arena and the collective
dates that Congress refuses to coverent educational funding system is eg-vision of our State Representatives and
hit by a big wave with Maine’s educa- uitable and adequate and competentlystate Senators on the issue of tax and
tion reforms in 1985, and crushed afterdeposits appropriate resources behin@ducation funding reform will emerge.
the last recession when the Legislatur@ach school student in Maine no matter
effectively flat-funded its contribution where that student lives. We can pre-Vhat does the tax reform
to education between 1991 and 199%end that the General Purpose Aid syslegislation do?

(see Fig. 1), the property tax should beeem responsibly apportions the prop- ~ On Monday this week the two bills
renamed the school tax. Municipal ex-erty tax demands among all the com-that together represent the comprehen-

penditures have become an aftermunities in Maine, and that the burden (continued on page 2)
thought or an addendum to school ex
penditures. The incoming tsunami was Education Spending 1990-2002
triggered by the Maine Legislature’s _
Learning Results and is picking up| % Increase Local Raised % Increase
energy from a massive federal educat GPA GPA Year Education Local
tion mandate enacted by Congress thi 523,535,768 1991 498,401,866 i
year. When this b|g wave comes down -2.0 512,925,568 1992 531,496,570 5.6
property tax revolt will likely be the | 0.6 516,204,022 1993 547,687,083 p.0
tsunamic reaction. 0.7 519,850,486 1994 579,323,658 5.8
The tax reform legislation thatwill | 0.4 521,910,194 1995 616,551,745 p-4
be submitted to the full Legislature| 2.3 534,148,396 1996 653,448,261 p.0
next week, with a near-unanimous| 1.9 544,460,070 1997 687,218,671 5.2
“ought to pass” report from the Taxa-| 2.2 556,290,235 1998 722,412,628 5.1
tion Committee, provides the citizens| 6.6 593,048,207 1999 752,942,136 h.2
of Maine with a clear choice. Itisaan| 5.5 625,785,284 2000 788,962,864 +.8
act of optimism, a “we can do it” Act. | 6.1 664,131,846 2001 841,816,265 .7
We can meet that tidal wave head on|f 5.7 701,963,438 2002 909,268,285 B.0
As a state, we can prepare for itrespont Source:Maine Department of Education

sibly and consciously. We can work to
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TAX REFORM (cont'd) cap for ed.ucation. The mill rate capsland,. undeveloped or secondary resi-
would go into effect for the tax year dential property. This targeted supple-
sive tax reform package, LD 2086 andbeginning on April 1, 2004. For obvi- mental assessment would not apply
LD 2087, received a 12-1 “ought to ous reasons of equity, the 6 mill and 12with respect to any school capital con-
pass” report from the Taxation Com- mill caps would be adjusted accordingstruction costs that are being proposed
mittee. Most of those Committee mem-to the equalized state valuation. outside of the state-approved school
bers completely support the legisla- Homestead exemption and construction system. Those over-EPS
tion. Several members do not, butthey\BETR preserved, Circuit Breaker school facility costs would be assessed
indicated an appreciation for the tre-enhanced.Because of the lower prop- evenly across the entire municipal tax
mendous effort that went into crafting erty tax rates, the Legislature wouldbase.
the tax reform package, and they benot have to appropriate as much money  Paying for the shift. Some people
lieve the voters statewide should haveo support the Homestead exemptiorbelieve that this tax reform package
arightto pass judgment on the packageand BETR, but the laws governing theseshould also be a tax reduction package.

directly. programs are untouched by this legis-Tax reform concentrates on how to
This is what the two bills, in com- |ation. The reduced property tax ratesmost fairly distribute the burden of
bination, would accomplish. would also mean that less money wouldgenerating governmental revenue,

Voter approval. Nothing in this need to be appropriated to support thevhatever that burden may be. Tax re-
legislation would happen without a Circuit Breaker property tax rebate duction focuses on the size of the bur-
majority of the state’s voters giving a program. Rather than booking the Cir-den. This is an Act of tax reform. By
stamp of approval. The entire packagecuit Breaker savings, the Act reinvestsestablishing the property tax caps for
is subject to a vote of the people ofthose savings into the program by ex-education, a $250 million property tax
Maine on November 5, 2002, and thepanding the eligibility standards. burden is shifted to the state tax sys-
proponents of this tax reform would Education spending accountabil- tem. About 10% of that shift can be
have to make their case to the voters aty. The 6 mill/12 mill property tax cap paid for with the reduced appropria-
large. for education is a circuit breaker sys-tions for the Homestead Exemption

Property tax cap for education. tem of a kind. LD 2086 establishes theand BETR program and other residual
If approved by the voters in Novem- maximum local obligation for the savings. Under this Act, the rest of the
ber, the Act would establish propertyschool budgetput not an unlimited revenue would be generated by ex-
tax caps for the purpose of funding K-pudget This Act complements and panding the sales tax base. If approved
12 education of 6 mills for virtually all would serve to implement the Essen-by the voters in November, the
taxable property in the state of Mainetial Programs and Services (EPS)Legislature’s Taxation Committee in
except summer homes and vacatiorschool funding system. EPS is de-2003 would be directed by this Act to
property, which would be assessed n&igned to determine the total amount ofidentify the amount of revenue neces-
more than 12 mills for education pur-resources each school system shouldary to provide the full state share for
poses. The current average mill ratereasonably need to educate its student«-12 education and amend the state’s
for education is just short of 12 mills, The implementation of EPS will allow sales tax code in two ways to generate
so the higher mill rate for education forthe state and the communities to gethat revenue. The meals and lodging
the “secondary residential property”their arms around both the individual sales tax rate would be increased by
would be the current state averageschool budgets and the aggregat@ne penny on the dollar, bringing that
Maine’s homesteaders, all businessschool budget, called the “total alloca-rate up to 8%. In addition, the base of
property in Maine (real estate and pertion”, which is the total sum of state the “general” sales tax would be ex-
sonal property), all farmland, forestedand local money needed to support Kppanded to include a broad range of
land and open space, and all undeveli2 education. services that are currently exempt from
oped property would enjoy the 6 mill This Act, however, does not im- the sales tax, including personal, busi-

pinge on the local voters right to ap-ness, professional, amusement and rec-
) ) . propriate more for their local educa-reation and membership services. At
Leg|5|at!Ve_ Bulletin _ tion program than the EPS model iden-the direction of the Taxation Commit-
A weekly publication of the Maine Mut  ifies as the adequate amount. Undetee, Maine Revenue Services put that
nicipal Association throughout sessions of the h fthe A h hool bud | b . h hi
Maine State Legislature. the terms of the Act, the school budgetsales tax base expansion through its
Subscriptions to th@ulletin are avail- document would have to identify any computer model and the results showed
able at a rate of $20 per calendar year. Inqlir- proposed spending that exceeded théhat a responsible expansion of the
ies regarding subscriptions or opinions &x- ot amount necessary according tosales tax base would generate the rev-
pressed in this publication should be addresfe he EPS fundi del. If the | | f h .
to: Legislative BulletinMaine Municipal As-|  the unding model. If the local enue necessary for the state to meet its
sociation, 60 Community Drive, Augusta, ME  Voters approve those additional approshare of K-12 education under this plan.
04330. Tel: 623-8428. Websiteww.memun.org|  priations, the extra school operational Revenue neutrality through in-
Editorial Staff. Geoffrey Herman, Katd — ¢osts would be assessed against theome tax reduction.Some legislators
Dufour, Kirsten Hebert, and Laura Veilleux . id ial il doubtedl . hi f
the State & Federal Relations staff. primary residential property owners will undoubtedly paint this tax reform

only, not against the business, farm-

=

(continued on page 3)
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be converted into direct tax relief with

Plumbing Code CoNntroversy Zjowso s e ndvduarin

Create a powerful “Rainy Day
LD 2127 is a bill that, if enacted, cost, compatibility, and the ease andrund” for Education. The Act creates

will give the Legislature’s final ap- expense associated with training codey school funding stabilization fund to
proval to a rule adopted by the Plumb-officials on the mechanics of a newly ensure the availability of state rev-
ers’ Examining Board which creates aadopted code. enues for education even during slow
new internal plumbing code for the According to a side-by-side cost economic periods. The fund is auto-
state. The new international code wouldanalysis received by MBOIA, the UPC matically capitalized with state tax rev-
replace Maine’s home-grown plumb- could increase the plumbing costs ofenues when they accrue to the state
ing code. projects such as homes, schools ang¢reasury at rates that exceed the rate of

The controversy around LD 2127 commercial buildings by 35% or more, growth of total personal income. This
is that the Plumbers’ Board adopted adepending on the size of the projectmechanism will help keep tabs on the
code that appears to advantage plumbEven small, residential plumbing Maine’s overall tax burden, which goes
ers, disadvantage consumers, and bprojects would cost more under theyp when state spending (rather than
quite incompatible with the building UPC code because they require morgtate savings) exceeds the rate of growth
codes that are adopted on the municiseparated venting for plumbing fix- of personal income.
pal level in Maine. There is anothertures. The UPC is a more labor-inten-  Enhanced voter information.The
international code that the Plumbers’sive code that requires more pipesAct will require all school budget and
Board could have adopted which isvents, and drains, thereby driving Upmunicipal budget documents to pro-
equally protective of Maine’s citizens, the cost of construction. vide information to the voters regard-
does not require increased plumbing  The UPC is much less compatibleing the property tax impacts if the pro-
installation costs, and integrates easilyhan the IPC with the BOCA based posed local budgets are adopted. The
with the BOCA-based codes adoptedbuilding codes currently used in 73 of Act also requires property tax bills to
on the municipal level. For reasonsMaine’s towns and cities. These com-clearly identify the impact of the tax
that are unclear to us, the Plumbersnunities contain 53% of the State’sreform changes on the local property
Board rejected that code. population. The BOCA-based IPC codetax rates for education and non-educa-

Both international codes have veryis the norm throughout New England.tjon municipal services.
similar names. The BOCA-based code  The adoption of the UPC would There is a certain political taboo
which is favored by the Maine Build- require more training than the IPC for about speaking favorably about broad-
ing Officials and Inspectors Associa- municipal plumbing code inspectorsening a tax base, even when the tax
tion (MBOIA) is called the Interna- andcode enforcement officers. Thoughbase expansion is accomplished for the
tional Plumbing Code (IPC). The codethe State Planning Office will be re- purpose of reducing another extremely
adopted by the Plumbers’ Board isquired to supply the training manualsunpopular tax. In the coming week, the
called the Uniform Plumbing Code and conduct the hands-on training sestegislative debate on tax reform will
(UPC). The UPC has its roots in thesions, municipalities will be required undoubtedly spill over into a debate
western U.S. The IPC has its roots into send their code officers for training. about tax burden. Legislators will un-
the east. The tussle between the two LD 2127 has left the Committee doubtedly proclaim that this tax re-
international code organizations forand should appear on the House calenform legislation is not about lowering
Maine jurisdiction is no fun to watch. dar next week. Call your legislatorstaxes, it is about raising taxes.

On March 14, the Business and and urge them to vote against LD 2127  |n truth, it is about neither. It is
Economic Committee satthrough hoursthereby retaining the existing plumb- gbout getting back to the fundamental

of conflicting testimony on LD 2127, ing code. (KH). principles of taxation. It is about fairly

Resolve, Regarding Legislative Review distributing the burden whatever that
of Chapter 4: Installation Standards, a burden might be. It is about equity,
Major Substantive Rule of the Depart- predictability, progressivity, balance.
ment of Professional and Financial TAX REFORM (COﬂt'd) It is about preparing for the tax burden
Regulation The Committee has ulti- of the future that is bearing down on
mately given the bill a 7-5 “ought to legislation as a “tax grab” or “tax ex- ys. It is about vision.

pass” report. pansion” bill because it calls for a The municipal vision is clear.

Proponents of the UPC primarily broadening of the sales tax base. Th@unicipal leaders believe that the
consist of plumbers and tradesmenAct itself, however, requires complete state must modernize and reform the
while the opponents of the legislationrevenue neutrality. The Act provides entire tax code as a matter of funda-
consisted of municipal plumbing codethat any state revenue generated byhental governmental obligation.
inspectors and code enforcement ofbroadening the sales tax basegrand This week the Legislature’s vision
ficers. There are several key issuegbove what is necessary to provide theon tax reform will finally come into
surrounding the adoption of the UPC:full state share of K-12 educatiomust  focus. (GH)
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Interest Rates on Delinquent TaXeS  insccured ioane. it 19 not a erm o
q unsecured loans”. It is not a term of
art. The various banks that MMA con-
The maximum rate of interest thatnot play the interest rate margin be-tacted said they generally did not offer
amunicipality may establish and applytween a delinquent tax interest rate an¢ommercial unsecured loans, and sug-
to delinquent property taxes is estab-a more advantageous alternative, thergested various prime rate-plus-plus
lished by state law. Calculated by thewas a general recognition that a 5%options if they were asked to guess at
State Treasurer at the first of the calendrop in the maximum interest rate such a rate.
dar year, the maximum rate is “the(which locks-in for the tax debt for the Although the Committee felt the
highest conventional rate of interestlifetime of that debt) was deserving of bill had merit, there was no consensus
charged for commercial unsecuredsome adjustment. that the printed bill was the way to go.
loans.” For each tax year, municipal Among other observations that Rep. David Bowles (Sanford) was
legislative bodies (the town meeting orwere made at the public hearing, MMA asked to work out an alternative way to
town or city council) are authorized to noted that there is no consensus in thgut some kind of “governor” on the
setany interest rate they wish, up to théyanking world with respect to the “rate (continued on page 6)
maximum.
Last year, the maximum interest
rate was 11.75%. This year it plum-

meted to 6.75%. From the municipal U pdates On Aquacu Itu re, Ai r

perspective, the problem with the cur- . . . .
rent state law occurs when the maxi-Em ISSIOn CO ntrOI Leg |S|at|0n
mum interest rate drops to levels that

are low enough to entice some taxpay- Aquaculture. During the closing with LD 2176, “An Act to Ensure

ers to see if their money can outper- - : . . . T
y PeMveeks of the session, the Marine ReConsistent Regulation of Air Emissions

:g;ren th;()?gg:?:g?:”gg?: 'igtirrzztitsource Committee, having never offi-in the Staté (Sponsored by Rep. Bob
- pay cially voted out HP 1570,An Act to  Daigle of Arundel). The bill, submit-
card interest rates of 18%, 20%, or

more. For other taxpayers it is the aI_Make Changesto the Aquaculture L_eaSted_in response 1o the air emi_ssions
) ing Laws, voted to kill the bill in  ordinance adopted by the City of
_ternatlve of the StO_Ck ma_rket or OtherCOmmittee due to lack of agreementBiddeford, would have erased the lan-
investment strategies. Either way, %among Committee members. It is theguage in Maine law that expressly al-
relatively low, flxed interest rate_ ON intent of the Committee to convenelows a municipality to adopt air emis-
property taxes is capable of making &y, ing the summer in order to revisit sion control ordinances that are stricter
prompt property tax payment an unfa-y,. .aiqys issues raised by the legislatiorthan state law. Under the printed bill,

vorable financial decision for taxpay-— of mypicipal interest, members of municipalities seeking more stringent
ersin dn‘ferentﬂnanm_alcwcurnstances.the Committee were sharply divided standards on emissions would be re-
Rep. Nancy Sullivan (Biddeford) o, yhe amount of authority a munici- quired to present sufficient evidence to
submitted a bill to the Legislature 10 ity shoylg have to review aquacul-the Board of Environmental Protection
address the problem by making surt{’ure lease applications directly. Mem-of the need to adopt special conditions
that the maximum interest rate for de-yq ¢ ot the Committee supporting aon an air emissions license for a par-
Imquentta>_<esw0u|_d continue to_se_rve‘home rule’ approach believed that ticular facility.
the esse_ntla_l func'Flon of eStabIIShIngmunicipalities have the expertise to In a compromise action, the City
an effegtlve Incentive for taxpayers to adopt performance standards necessayf Biddeford agreed to provide an ad-
pay their taxes promptly. for the aquaculture ordinance that will ditional public hearing on the Biddeford
LD 2166,An Actto Provide Flex- ong,re jocal values are maintainedair Toxics Ordinance before the full
Ibility in the Rate of Interest Charged v, o ,4h jocal regulation. Other mem- City Council within 60 days. After this
on Delmqu_ent Taxeswas given Its bers of the Committee believe that ag0-day period has lapsed, the City
pgbhc hearing by :[he Taxatlon_ Com- local harbor or area offshore is a stateagreed to provide an additional 60-day
m_|ttee on March 19 Rep. Sullivan, resource and the interests of all Maine’scomment period during which time the
Biddeford City Manager Bruce Benway i, ong are pest served with Depart-Council will consider the solicited com-
an(_j MMA quke in favor of the bill, ment of Marine Resources reviewingments. During this 120-day period, the
which in its printed form would allow ¢.55e proposals. Committee membergity has agreed not to enforce the ordi-
a mumCIpa“ty to choose a local maxi- discussed the need for further studynance or penalize any regulated entity
mum interest rate up to the rate estabs g e that perhaps the issue wilkor the failure to comply with the ordi-
lished by the State Treasurer in the, o ;5 once again in the F2%gis-  nance. Finding that the proponents of
current year or in the previous year, ;e sessjon, LD 2127 on the Committee were satis-
whichever was greater. Although sev- —ajr emissions Once again, the fied with the City’s offer, the full Com-
e“’?" _Commlttee_members expressed tr:flatural Resources Committee foundmittee voted bught not to passon LD
opinion that businesses generally woul tself debating the topic of home rule 2176. (KH).
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1| 1 protection services was not a mandate
A N O n = M an date M an date because the Town of Lexington could
choose not to provide fire protection

LD 2119, “An Act Relating to Sub- regulated on the local level can resultServices of any kind. Thus, the “Lex-
division Review and Title Search Pro-in real-life subdivisions being devel- ington tough choice doctrine”.
cedured (Sponsor Sen. John Martin of oped without any local review. To its credit, the Legislature’s
Aroostook Cty.) appeared inthe House  Our conversations with the Office OFPR has up until now not followed
on Tuesday evening this week, receiv-of Fiscal and Program Review (OFPR),the poncluspn of the Lexington tough
ing a vote of 85-47 in support of the which has the sole authority (exceptChO'C‘.a doctrine. Ifalawlrepresgnts an
Natural Resource Committee’s major-for the courts) to determine what is andeffectl\{e state mf’;mdate in real life, the
ity “ought to pass” report. what is not a “mandate”, have yielded OFPR identifies it as a state mandate.

Representative David Tobin mixed results. One interpretation of I this case, hlowever, OFPR is
(Windham) asked Speaker Mike Saxlthe unfunded mandate law that oppRcontemplatm_g a different approach.
(Portland) for a determination of is considering resorts to what is re-After reviewing the new paragraph
whether or not the bill was a mandate ferred to as the “Lexington tough choiceProposed by LD 2119, OFPR is sug-
After tabling the bill to research the doctrine”. gesting that the legislation, as a matter
matter, Speaker Saxl ruled that LD  The Lexington tough choice doc- of law, does notrequire municipalities
2119 washot a mandate. trine emanates from Massachusetts cas® take any action. .

As amended by the Senate, LDlaw, when the Town of Lexington ar-  The OFPR interpretation of LD
2119 would add the following para- gued that state law creating certain?119, at least at the moment, is as
graph to Maine’s subdivision law: firefighting procedures was an un- follows. All the 300-plus municipali-
“A municipality may not enactan ordi- funded state mandate. The Massachui€s that have not incorporated all the
nance that expands the definition ofsetts Supreme Court ruled that sinceexemptions to subdivision review that
‘subdivision’ except as provided in this towns are not legally required to offer
subchapter. A municipality that has afire protection, the law regulating fire (continued on page 6)
definition of ‘subdivision’ that con-
flicts with the requirements of this sub-

section at the time this paragraph takes Bond Framework Outllned

effect shall comply with this subsection

no later than January 1, 2006. Such 4 On March 29 the Appropriations Committee met to discuss and votg on
municipality must file its conflicting | over $242.7 million worth of bond requests funding fourteen diffefent
definition atthe county registry of deeds| jnjtjatives. Although the Committee met for over nine hours, at the erld of
by June 30, 2003 for the definition to| the day the panelists reached agreement only about the framework pf the
remain valid for the grace period end-| pond package and remained uncertain as to what projects would be in¢luded
ing January 1, 2006. Afiling required | wjthin that framework and the value of the total package.

under this paragraph mustbe collected Thus far the Committee has determined that there will be three Geperall

and indexed in a separate book in thd Fynd bond proposals.

registry of deeds for the county in which The firstis a facilities bond that will include some funding for the scHool

the municipality is located.” renovation revolving loan fund and to cover some of the cost of instajling
Itis not clearto MMA why thisbill | gprinkler systems in college dormitories. It is possible that other fadility

is not a mandate. On the face of it, the re|ated issues will be addressed through this bond.

bill effectively requires all municipali- The second is an environmental bond that will include some lev¢l of

ties to amend their subdivision ordi-|  fynding for the requested $19.3 million in environmental needs (wasteWater
nances no later than January, 2006 t0 and drinking water facilities, small community program, landfill remediation,
conform exactly to the state definition| tjre stockpile abatement, etc.) and a $9.5 million agricultural bond. | Al-
of subdivision, with all the various | though nothing is set in stone, at Thursday’s meeting it was suggestefd that
exemptions that have been embeddef the $8 million request for water pollution control facilities could be pared
into the statutory definition over time. | gown to the minimum required to raise the $12.5 million matching federal
MMA's review of 250 subdivision or- | funds. The $4 million request for GIS is also being considered for h $2
dinances last summer shows that & million cut.

majority of municipalities, for what The third and final bond proposal would be an economic development
appears to be various reasons, have npt hond. The Governor is proposing that $4 million of that bond package be
adopted in the local definition the com-|  earmarked for Municipal Investment Trust Fund (MITF), but it is not clear
plete set of exemptions that are found  at this point at what level the MITFE will be supported by the Appropriatipns
in the statutory definition. The most- | committee, if at all.

abused exemption provided in statg The Committee is meet again on Monday, Apsltb continue its

law is the “gift lots to relatives” ex- | deliberations over the bond issues. (KD)
emptions, which if not more closely
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INTEREST RATES (cont'd) emergency law, the 2-percentage-poinmunicipalities would not be required
option would be available to any mu-to amend their inapplicable definitions.

maximum interest rate statute to keemicipality that has not yet had its town In real life, if LD 2119 is enacted,
it from dropping into the ineffective meeting and established its maximum300-plus municipalities will be com-
range. interest rates. An emergency enactpelled to amend their subdivision ordi-
On Monday this week, Rep. mentwould also create an opportunitynances in the next 3 years, and in the
Bowles presented the Tax Committeefor a municipality that already estab- meantime, they will be compelled to
with the option he had crafted, which lished its maximum rate at the Marchfile their ordinances in the registry of
met with unanimous approval. Ac- town meeting to hold a special town deeds to protect them.
cording to the Committee amendmentmeeting before the commitment of From the for-what-it's-worth de-
a tag-on provision will be appended totaxes to consider amending the maxipartment, MMA has repeatedly of-
the current statute that establishes thenum interest rate. We should knowfered what we believe to be a very
maximum interest rate. The tag-onwithin the week whether this bill will reasonable middle ground. Two or three
provision will kick in whenever the be enacted as emergency law. If it isdefinitions of “subdivision” would be
maximum interest rate in the currentand if your community has already available under law, one with the full-
year is established at 2 or more perfixed its maximum interest rate, you bore of exemptions that existin current
centage points below the maximumshould contact MMA'’s Legal Services law, and one or two others with more
interest rate established in the precedbepartment at 1-800-452-8786 for ad-limited exemptions. In this way, the
ing year. In those circumstances, thevice on how to give your community municipality could choose the defini-
municipality will be authorized to add an opportunity to amend that decisiontion that best meets its need, and the

up to 2 percentage points to the maxi{GH) filing in the registry of the municipal
mum rate established for the currentyear. definition would not have to be pages
For example, last year the maxi- and pages of complicated ordinance
mum interest rate was 11.75%, this\nJANDATE (cont'd) definitions. The several definitions
year itis 6.75%. The rate drop is well would merely be coded as “Definition

over 2%. The Committee amendmentstate law provides can simply elect toA”, “Definition B”, or whatever.
would allow a municipality to estab- abandon their ordinance and let state LD 2119 is satisfied with nothing
lish a maximum rate up to 8.75% (2%law, by default, take over. It's a less than a total preemption.
over the established rate) in order td‘choice” thing. Because LD 2119 re- LD 2119 will appear on the Senate
cushion the dramatic drop in rate andquires municipalities to act only if they calendar this week. Please contact your
hedge against the possibility of inter-wish to protect their ordinances, thelegislators and ask them to allow mu-
est rates rising in the near term. “Lexington tough-choice doctrine” nicipalities to continue to have choice
The unknowns about this legisla- kicks in. Even beyond the issue ofwith respect to the exemptions in the
tion is whether the Legislature will mandate or no-mandate, the full impli- subdivision definition. Just because
enact it as “emergency” legislation socation of LD 2119 suggests that inthe subdivision definition gets amended
that it could be made effective imme-2006, the definition of “subdivision” on an annual basis to create a dizzying
diately and put into use this year on theén most municipal ordinances would string of exemptions to subdivision
municipal level, when the interest ratebe misleading, and that would be o.k.review, the municipalities — who actu-
adjustment is needed. If the Legisla-The state definition would be the only ally review the subdivisions — do not
ture does create this opportunity asdefinition that would apply, but the always agree. (KH/GH)



