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BY ALBERT A. DIMILLO JR.
SPECIAL TO THE BDN

Last year Gov. Paul
LePage’s proposed
budget included cut-
ting Maine’s top corpo-

rate income tax rate from
8.93 percent to 6.75 percent
based on the myth that the
lower corporate income tax
rate would draw companies
to Maine and create thou-
sands of good-paying jobs.

The emphasis on the in-
come tax rate alone ignores
how the tax is calculated. It
also ignores the fact that the
vast majority of businesses
looking to expand in or move
to Maine will base that deci-
sion on many other factors,
including location, a skilled
workforce, overall labor
costs, energy costs, and prop-
erty, sales and use taxes.

Corporations operating in
Maine often pay more prop-
erty taxes than income taxes,
and are concerned with sales
and use taxes. In fact, the
governor’s plan to reduce
corporate income taxes was
paid for with higher property
and sales taxes. The $190 mil-
lion in Maine corporate in-
come taxes projected for the
year 2016 is less than 3.4 per-
cent of the $5.6 billion in
state and local tax collections
in Maine in 2013, according
to Maine Revenue Services.

Corporate income taxes
are deductible on federal re-
turns at 35 percent, making
the effective Maine corporate
tax rate 5.8 percent — or a
net cost to the corporations
of $123.5 million. By compari-
son, for the majority of

Maine individuals (who don’t
itemize), their lowest effec-
tive income tax rate is now
5.8 percent, and some of their
income is taxed at 6.75 per-
cent and 7.15 percent.

The $123.5 million net cor-
porate income tax is also less
than the projected $210 mil-
lion in meals taxes that will
be collected in 2016. About
$140 million of the $210 mil-
lion in meals taxes is paid by
Mainers, and these taxes are
not deductible.

Proponents of Maine tax
changes over the past several
years have greatly overstated
the economic impacts of pro-
posed “tax reform” and have
been inconsistent in measur-
ing the impact. Proponents of
the governor’s $26 million
corporate income tax cut be-
lieved that it would have sig-
nificant economic benefits. In
contrast, these same propo-
nents had no problems with
the meals tax increase from 7
percent to 8 percent (the U.S.
average meals tax is only 6.9
percent), which increases the
meals taxes in 2016 by about
the same $26 million.

Proponents of the plan to
cut Maine’s top corporate tax
rate are ignoring how multi-
state corporations pay taxes
to states. The most important
factor is not the tax rate; it is
how the income is appor-
tioned to Maine. Apportion-
ment is the method by which
the state determines how
much of a corporation’s prof-
its come from in-state or out-
of-state, so it can tax the in-
state portion. Maine uses the
most favorable apportion-
ment method in the U.S.

(only 16 other states use it)
for attracting business in-
vestment.

An April 2011 study pre-
pared by Ernst & Young
ranked Maine as the best
state in the U.S. for lowest
taxes on business invest-
ments. The study stated that
“Maine uses a single sales
factor corporate income ap-
portionment formula. While
Maine’s corporate tax rate is
higher than average (8.93
percent in Maine compared
to 6.7 percent nationwide),
Maine’s favorable apportion-
ment regime more than off-
sets the rate differential.”
This study was done before
Maine added the current 9
percent Maine Capital In-
vestment Credit, which just
makes Maine even more fa-
vorable.

The traditional apportion-
ment formula used by most
states is a three-factor formu-
la made up of sales, wages
and property. Maine, by
using only the sales factor,
allows multistate businesses
to have a disproportionate
amount of wages and proper-
ty (investments) in Maine
and not pay a proportional
amount of taxes to Maine.
This formula does not benefit
retailers such as Wal-Mart in
Maine, but it does benefit
corporations that either have
corporate headquarters in
Maine or businesses that are
producing goods in Maine
but sell most of their goods
outside Maine.

If the goal is to attract out-
of-state businesses (other
than retailers such as Wal-
Mart who come because of

the customers), Maine’s sin-
gle sales factor apportion-
ment is more important to
those business than lowering
the corporate tax rate.

With regard to “small busi-
nesses” that operate only in
Maine and do not benefit
from Maine’s apportionment
formula, the vast majority of
those businesses do not pay
corporate income taxes as
their income is passed
through to the owners, who
pay Maine’s personal income
tax at a top rate of 7.15 percent.

There are many ways to
define what a small business
is; one is based on the num-
ber of employees. A 2011
Small Business Administra-
tion report estimated that 95
percent of Maine businesses
had fewer than 100 employ-
ees. However, the 5 percent

of employers with more than
100 employees paid about 63
percent of the wages in
Maine. A 2015 Maine Depart-
ment of Labor report showed
that only 32 employers had
more than 1,000 employees in
Maine. Only three were
Maine-based businesses
(which I define as having
more than a 10 percent ap-
portionment to Maine), and
only one of the three is sub-
ject to Maine’s corporate in-
come tax.

It is a reasonable conclu-
sion that the majority of
Maine’s corporate income
taxes are paid by large multi-
state corporations, whose
revenues in Maine are less
than 10 percent of their total
revenues.

The actual breakdown
should be released by Maine

Revenue Services so the
myth that the Maine corpo-
rate tax rate is hurting
“Maine businesses” can be
disproved. Wal-Mart and the
hundreds of other national
corporations that operate in
Maine do so because they
can make a profit here. The
Maine corporate tax rate had
no part in their decision to
come to Maine.

Their decision to expand
or stay in Maine continues to
be based on their ability to
make a profit, not Maine’s
corporate income tax rate.

Albert A. DiMillo Jr. of South
Portland is a retired corporate
tax director and certified
public accountant with more
than 30 years of tax experi-
ence. He can be reached at
aadimillo@yahoo.com.
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ly in southern and coastal
Maine, leaving much of cen-
tral, eastern and northern
Maine with no place to send
food scraps for compost.
Not all of these facilities
may be capable of support-
ing a surge in diverted
food.

For example, the compost
facility in Farmington is a
small community compost
project run by a group of
volunteers who are part of
the Farmington Compost
Collaborative.

Volunteer Tom Eastler of
Farmington said the collab-
orative accepts food scraps
donated from the Universi-
ty of Maine at Farmington,
Mt. Blue Regional High
School and W.G. Mallett
School, as well as horse ma-
nure from local residents.

The collaborative com-
posts about one ton of food
scraps a week when school
is in session, Eastler said.

While the prospect of di-
verting more food scraps is
a promising development,
Eastler said that the Farm-
ington compost project cur-
rently has a limited capaci-
ty for how much food it can
handle as a small, volunteer
outfit.

“We have a limit for how
much food we can take, but
we want to take more,” he
said. “There’s only so much
space, and we don’t have a
big compost pad.”

Although processing
costs for organics tends to
be lower than for other
solid waste, high hauling
costs have hampered re-
gional compost efforts. eco-
maine, a waste-to-energy
and recycling cooperative
in southern Maine, tabled
plans to start organics col-
lection in its southern
Maine service area because
the tonnage it estimated it
could collect could not off-
set transportation costs.

But sustainability advo-
cates argue a food disposal
ban with its promise of a
guaranteed supply of food
in need of diversion can
spur investment in new

compost or anaerobic di-
gester facilities to process
this material.

“It sends the message to
investors that if they build
the infrastructure, they will
come,” Brenda Platt, co-di-
rector of the Institute for
Local Self-Reliance, said.
“Investors want to know
they’ll have the feedstock to
run these facilities.”

Higher, better uses
Sending food to compost

piles rather than landfills
isn’t always the best alter-
native. The state’s solid
waste hierarchy prioritizes
minimizing food waste to
begin with and donations to
food banks and charities be-
fore composting or convert-
ing to biogas and other en-
ergy products.

For many producers, it’s
already a habit to divert
food from the waste bin.
Hannaford, for instance,
wastes no food at 40 of its 60
stores in Maine. Last year,
its Maine stores donated
10.5 million pounds of food
to feed hungry families. If
the food is unfit for dona-
tion, the grocery chain, fol-
lowing the waste hierarchy,
worked with farmers, com-
posters and anaerobic di-
gesters to keep it out of
landfills.

“We are enormously com-
mitted to reducing food
waste,” the grocery chain’s
spokesman Eric Blom said
in January. “Our sustain-
ability team and individual
stores work really hard
every day to reduce or elim-
inate food waste.”

The food disposal ban
could motivate producers to
reduce the amount of waste
they generate or even divert
more food to food banks so
they don’t have to comply
with the law (most state
compost laws apply to com-
mercial facilities that gen-
erate one ton or more of
food scraps). This isn’t a
bad thing, Nora Goldstein,
editor of BioCycle maga-
zine, said.

After Vermont’s food dis-
posal ban took effect for
producers who generate one
ton or more of food scraps
per week in July 2015, the
state’s largest food bank

saw a 24-percent increase in
donations over the previous
year, Goldstein said.

A policy aimed at mini-
mizing food scraps in the
landfill should follow the
solid waste hierarchy,
which is supposed to guide
solid waste policy in Maine:
a reduction of waste at the
source and food donations

before composting. The bill
under consideration in the
Maine Legislature, howev-
er, neglects other rungs of
the waste hierarchy, as well
as the reality that compost-
ing may not be the ideal so-
lution in more rural re-
gions of the state.

“Anytime we’re talking
about ways to reduce food

waste, it’s important to take
a step back and look at the
EPA hierarchy,” Meghan
Stasz, senior director of
sustainability at the Food
Waste Reduction Alliance,
said. “We should encour-
age producers to reduce
waste at the source and en-
courage food donations be-
fore composting.”
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fought President Bush’s
appointment of Justice
Samuel Alito and opposed
Justice John Roberts. Or
follow now-Vice President
Biden’s bare-knuckled ap-
proach to the nomination
of Robert Bork. The Sen-
ate should vote, even if
carrying out its duty
means “borking” a nomi-
nee on grounds other
than qualification.

“The other guy did it
first” is poor justification
in the schoolyard, but “do

as I say, not as I do” is
the height of hypocrisy.
“An eye for an eye” is a
definition of justice in the
Bible or Hammurabi’s
Code, not to mention a ra-
tional strategy in game
theory. If Republicans do
unto Obama’s nominee as
was done unto Robert
Bork, then everyone will
have received their pound
of flesh and we can re-
start the national consen-
sus from a position of bal-
ance.

At that time — with
both sides equally ag-
grieved — maybe Con-
gress could return to our
proud tradition of consis-

tently considering a nom-
inee’s qualifications, not
their ideology. That in-
cludes their ability to
come to decisions they do
not like. A Supreme Court
justice needs to be able to
say a law is foolish, dis-
tasteful, wrong-headed,
short-sighted, repugnant
… and constitutional.

And they probably need
to do so more often.

Michael Cianchette is for-
mer chief counsel to Gov.
Paul LePage, a Navy reserv-
ist who served in Afghani-
stan and in-house counsel to
a number of businesses in
southern Maine.
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Cory Fletcher (right) and Tyler Frank of Garbage to Garden empty barrels of food scraps
at Eddie Benson’s dairy farm in Gorham in 2012. The scraps are intended for compost.

ashore with her jaws clench-
ing his shirt.

The following morning
Bonnie sensed what my fami-
ly knew: Don was trauma-
tized. She and grandfather
lifted his spirits in the cow
barn. Florian sat on a squat
three-legged stool facing a
Jersey cow’s udder. Bonnie
and two barn cats took their
customary milking hour
seats near him. Florian
squeezed a teat and sent
streams of milk arcing
through the air, splattering
the faces of Bonnie and the
cats. Watching them lick
milk from whiskers and
noses was therapeutic for my
brother. He laughed and
cried uncontrollably, and he
embraced Bonnie. She had
prevented his drowning the
previous day; that morning
she breathed life back into
him.

In April 1962, cancer stole
Bonnie’s life. When her vom-
iting, diarrhea, panting and
pain seemed unending, a vet-
erinarian arrived at the farm-
house one evening to admin-
ister euthanasia. The task
completed, the vet refused
payment. My poor and grate-
ful grandparents sent him
home with four Mason pint
jars of raspberry jam, two
quart jars of maple syrup, a
dozen yeast rolls, a dozen
farm fresh eggs and a 1-pound
block of their hand-churned
bright yellow butter.

Grandfather wrapped Bon-
nie in the blanket she’d slept
on since puppyhood. Using a
pickaxe and shovel, he buried
her by moonlight in the apple
orchard. It was her favorite
place on the farm. He spent
the night awake in a rocking
chair, mostly giving thanks to
a grand companion that had
protected his family and live-
stock from a marauding bear,
a rabid fox, a barn fire and
the near drowning of a grand-
child. The following morning,
Grammy said he should also
have thanked Bonnie for lis-
tening to his weekly com-
plaints about weather and
stagnant milk prices.

That day’s rain was fitting
as my siblings and I visited
the gravesite. During supper,
my heartbroken 5-year-old
sister Gale said little and ate
nothing. As the table was
cleared, she carried her plate
behind the wood cookstove
and dumped its contents into
Bonnie’s bowl.

“Since Boo (my sister’s
name for Bonnie) will be
going to heaven,” Gale an-
nounced, “she’ll need a full
tummy.”

Much to her delight, the
bowl was empty in the
morning.

Ron Joseph is a retired Maine
wildlife biologist. Several of
his stories have appeared in
Down East magazine. He lives
in Waterville.
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Supreme Court Justice Antonin Scalia died of a heart at-
tack last week, setting up a fight to fill the court vacancy.


