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The	
  views	
  expressed	
  herein	
  are	
  those	
  of	
  the	
  author	
  and	
  do	
  not	
  necessarily	
  reflect	
  the	
  views	
  of	
  the	
  state	
  of	
  Maine.	
  



Property	
  Taxes	
  in	
  Maine	
  

•  RelaGvely	
  important	
  source	
  of	
  revenue	
  
•  21.2%	
  of	
  state	
  and	
  local	
  general	
  revenue	
  in	
  FY	
  2012	
  
(10th	
  overall)	
  

•  RelaGvely	
  large	
  share	
  of	
  personal	
  income	
  
•  4.5%	
  of	
  personal	
  income	
  in	
  2012	
  (6th	
  overall)	
  
•  Maine	
  has	
  highest	
  share	
  of	
  homes	
  owned	
  for	
  seasonal	
  
or	
  recreaGonal	
  use	
  

	
  



Circuit	
  Breaker	
  Program	
  
•  1988	
  –	
  2012	
  (last	
  property	
  tax	
  year	
  for	
  relief	
  was	
  2011)	
  
•  Stand-­‐alone	
  refund	
  applica1on;	
  applicaGon	
  period	
  
began	
  in	
  August	
  
•  Refund	
  =	
  50%	
  of	
  tax	
  between	
  4%	
  and	
  8%	
  of	
  income,	
  
100%	
  of	
  tax	
  over	
  8%	
  of	
  income	
  
•  Income	
  =	
  Expanded	
  income	
  concept,	
  including	
  all	
  Social	
  
Security	
  income	
  
•  Maximum	
  refund	
  =	
  $2,000	
  
	
  



Circuit	
  Breaker	
  ParGcipaGon	
  
•  EsGmated	
  eligibility	
  for	
  refunds	
  with	
  microsimulaGon	
  
tax	
  model	
  
–  StaGsGcal	
  match	
  between	
  a	
  household	
  survey	
  (Census	
  
PUMS	
  for	
  the	
  old	
  model,	
  ACS	
  for	
  current	
  model)	
  and	
  
income	
  tax	
  returns	
  is	
  the	
  crucial	
  component	
  	
  

	
  
•  Eligibility	
  esGmates	
  from	
  PUMS	
  data	
  alone	
  basically	
  
agree	
  with	
  microsimulaGon	
  model	
  
	
  

•  EsGmated	
  that	
  refunds	
  were	
  less	
  than	
  half	
  of	
  full-­‐
parGcipaGon	
  refunds	
  and	
  that	
  take-­‐up	
  declined	
  with	
  
income	
  	
  



Property	
  Tax	
  Fairness	
  Credit	
  

•  Refundable	
  income	
  tax	
  credit	
  beginning	
  in	
  
2013	
  

•  2013	
  credit=	
  40%	
  of	
  property	
  tax	
  above	
  10%	
  
of	
  Maine	
  Adjusted	
  Gross	
  income	
  (MAGI)	
  

•  Credit	
  max=$300	
  non-­‐elderly	
  /	
  $400	
  elderly	
  
•  Hard	
  cap:	
  Ineligible	
  if	
  MAGI>$40,000	
  
•  Maine	
  Adjusted	
  Gross	
  income	
  excludes	
  all	
  
Social	
  Security	
  income	
  



Property	
  Tax	
  Fairness	
  Credit,	
  2013	
  

•  EsGmate:	
  $34.2	
  million;	
  120,000	
  credits	
  
•  Assumed	
  eligible	
  who	
  were	
  filing	
  an	
  income	
  tax	
  return	
  
anyway	
  would	
  claim	
  the	
  credit	
  

	
  

•  Actual:	
  $21.6	
  million;	
  80,000	
  credits	
  

•  Goal:	
  Understand	
  why	
  we	
  overesGmated	
  credit	
  	
  
–  Take-­‐up	
  among	
  eligible	
  
–  Eligibility	
  rate	
  



Property	
  Tax	
  Fairness	
  Credit	
  2013	
  
($Million)	
  

Forecast	
  	
   Actual	
  
Forecast	
  
Error	
  

Homeowner:	
  
Would	
  have	
  filed	
  anyway	
   20.6	
   10.8	
   9.8	
  
Filed	
  to	
  claim	
  credit	
   6.2	
   4.3	
   1.9	
  
Total	
   26.8	
   15.1	
   11.7	
  

Renter:	
  
Would	
  have	
  filed	
  anyway	
   2.5	
   3.1	
   -­‐0.6	
  
Filed	
  to	
  claim	
  credit	
   4.9	
   3.2	
   1.7	
  
Total	
   7.4	
   6.3	
   1.1	
  

All	
  Returns	
   34.2	
   21.4	
   12.8	
  



Matching	
  Property	
  Tax	
  Records	
  to	
  
Income	
  Tax	
  Returns	
  

•  Property	
  tax	
  division	
  gathered	
  tax	
  rolls	
  from	
  
municipaliGes,	
  most	
  in	
  pdf	
  

•  Required	
  extensive	
  cleaning,	
  many	
  idiosyncraGc	
  
issues	
  with	
  town	
  data	
  	
  

•  Alpha	
  match	
  records	
  claiming	
  a	
  homestead	
  
exempGon	
  to	
  income	
  tax	
  returns	
  

•  119,341	
  property	
  tax	
  records	
  eligible	
  to	
  be	
  
matched	
  

•  91,799	
  matched	
  to	
  income	
  tax	
  return	
  
–  38,140	
  with	
  MAGI<=$40,000	
  



Analysis	
  
•  Measure	
  eligibility	
  and	
  take-­‐up	
  rates	
  for	
  homeowners	
  
who	
  would	
  file	
  an	
  income	
  tax	
  return	
  in	
  the	
  absence	
  of	
  
the	
  PTFC	
  

	
  
•  Take-­‐up	
  rate	
  =	
  ​𝐶𝑟𝑒𝑑𝑖𝑡−𝑐𝑙𝑎𝑖𝑚𝑖𝑛𝑔  ℎ𝑜𝑚𝑒𝑜𝑤𝑛𝑒𝑟𝑠  𝑓𝑖𝑙𝑖𝑛𝑔  
𝑟𝑒𝑔𝑎𝑟𝑑𝑙𝑒𝑠𝑠  𝑜𝑓  𝑃𝑇𝐹𝐶/𝐶𝑟𝑒𝑑𝑖𝑡−𝑒𝑙𝑖𝑔𝑖𝑏𝑙𝑒  ℎ𝑜𝑚𝑒𝑜𝑤𝑛𝑒𝑟𝑠  𝑓𝑖𝑙𝑖𝑛𝑔  
𝑟𝑒𝑔𝑎𝑟𝑑𝑙𝑒𝑠𝑠  𝑜𝑓  𝑃𝑇𝐹𝐶 	
  

•  Only	
  take-­‐up	
  rate	
  that	
  I	
  can	
  (mostly)	
  observe	
  in	
  data	
  
»  Numerator	
  must	
  be	
  strict	
  subset	
  of	
  denominator	
  
»  Don’t	
  observe	
  renters	
  who	
  are	
  eligible	
  for	
  PTFC	
  but	
  don’t	
  claim	
  
»  Don’t	
  observe	
  homeowners	
  who	
  are	
  eligible	
  for	
  PTFC	
  but	
  don’t	
  file	
  

	
  
	
  	
  



Challenge:	
  How	
  to	
  determine	
  whether	
  the	
  
taxpayer	
  is	
  only	
  filing	
  to	
  claim	
  the	
  credit	
  

•  Important	
  for	
  esGmaGng	
  take-­‐up	
  and	
  eligibility	
  
rates	
  
•  If	
  someone	
  filing	
  to	
  claim	
  the	
  credit	
  is	
  included	
  in	
  the	
  
numerator	
  will	
  overstate	
  eligibility	
  and	
  take-­‐up	
  rate	
  

•  If	
  credit	
  claimant	
  who	
  would	
  have	
  filed	
  anyway	
  is	
  excluded	
  
then	
  understate	
  eligibility	
  and	
  take-­‐up	
  rate	
  

•  Major	
  policy	
  changes	
  increased	
  the	
  filing	
  
threshold	
  in	
  2013	
  
•  For	
  married	
  joint	
  no	
  dependents,	
  tax	
  liability	
  begins	
  at	
  

$17,600	
  in	
  2012	
  and	
  $28,400	
  in	
  2013	
  
•  ImpuGng	
  filing	
  status	
  in	
  absence	
  of	
  PTFC	
  thus	
  more	
  

uncertain	
  
	
  



Taxpayer	
  Samples	
  

1)  Imputed	
  filer:	
  Make	
  best	
  guess	
  at	
  who	
  is	
  filing	
  
to	
  claim	
  credit	
  based	
  on	
  MAGI,	
  whether	
  filed	
  
2012	
  return,	
  tax	
  payments	
  etc.	
  

2)  “Payments”	
  sample:	
  	
  Returns	
  with	
  tax	
  liability,	
  
withholding,	
  or	
  esGmated	
  payments	
  	
  

3)  “Liability”	
  sample:	
  Returns	
  with	
  tax	
  liability	
  
	
  



Imputed	
  Filer	
  Matched	
  Sample	
  Results	
  

Matched	
  Sample	
  Returns	
  

MAGI	
  
($thousand)	
   All	
  

Credit	
  
Eligible	
  

Claimed	
  
Credit	
  

Sample	
  
Eligibility	
  
Rate	
  

Forecast	
  
Eligibility	
  	
  
Rate	
  

Sample	
  
Take-­‐up	
  
rate	
  

<=0	
   1,159	
   1,154	
   726	
   99.6%	
   100.0%	
   62.9%	
  

$0	
  <=	
  $10	
   4,768	
   4,446	
   3,159	
   93.2%	
   89.2%	
   71.1%	
  

$10	
  <=	
  $20	
   8,295	
   5,327	
   3,632	
   64.2%	
   65.5%	
   68.2%	
  

$20	
  <=	
  $30	
   9,359	
   2,963	
   1,968	
   31.7%	
   39.4%	
   66.4%	
  

$30	
  <=	
  $40	
   9,208	
   1,277	
   802	
   13.9%	
   21.6%	
   62.8%	
  

Total	
   32,789	
   15,167	
   10,287	
   46.3%	
   49.7%	
   67.8%	
  



Income	
  Tax	
  Liability	
  or	
  Payments	
  
Sample	
  	
  

*Cannot	
  compare	
  the	
  overall	
  matched	
  sample	
  populaGon	
  to	
  the	
  model	
  filer	
  populaGon	
  because	
  the	
  matched	
  sample	
  
restricGons	
  skew	
  the	
  sample	
  towards	
  higher	
  incomes.	
  	
  Even	
  comparisons	
  within	
  income	
  categories	
  may	
  be	
  inappropriate	
  due	
  
to	
  composiGon	
  differences	
  in	
  the	
  matched	
  sample	
  and	
  model	
  (for	
  example,	
  lowest	
  income	
  will	
  skew	
  single	
  in	
  the	
  matched	
  
sample).	
  

Matched	
  Sample	
  Returns	
  

MAGI	
  
($thousand)	
   All	
  

Credit	
  
Eligible	
  

Claimed	
  
Credit	
  

Sample	
  
Eligibility	
  
Rate	
  

Forecast	
  
Eligibility	
  	
  
Rate	
  

Sample	
  
Take-­‐up	
  
rate	
  

<=0	
   592	
   591	
   420	
   99.8%	
   100.0%	
   71.1%	
  

$0	
  <=	
  $10	
   2,176	
   1,974	
   1,374	
   90.7%	
   89.2%	
   69.6%	
  

$10	
  <=	
  $20	
   5,762	
   3,466	
   2,349	
   60.2%	
   65.5%	
   67.8%	
  

$20	
  <=	
  $30	
   8,252	
   2,442	
   1,620	
   29.6%	
   39.4%	
   66.3%	
  

$30	
  <=	
  $40	
   8,980	
   1,200	
   746	
   13.4%	
   21.6%	
   62.2%	
  

Total	
   25,762	
   9,673	
   6,509	
   *	
   *	
   67.3%	
  



Income	
  Tax	
  Liability	
  Sample	
  	
  

Matched	
  Sample	
  Returns	
  

MAGI	
  
($thousand)	
   All	
  

Credit	
  
Eligible	
  

Claimed	
  
Credit	
  

Sample	
  
Eligibility	
  
Rate	
  

Forecast	
  
Eligibility	
  	
  
Rate	
  

Sample	
  
Take-­‐up	
  
rate	
  

<=0	
  

$0	
  <=	
  $10	
  

$10	
  <=	
  $20	
   1,274	
   628	
   402	
   49.3%	
   54.0%	
   64.0%	
  

$20	
  <=	
  $30	
   4,086	
   1,123	
   746	
   27.5%	
   34.6%	
   66.4%	
  

$30	
  <=	
  $40	
   7,930	
   952	
   576	
   12.0%	
   20.5%	
   60.5%	
  

Total	
   13,290	
   2,703	
   1,724	
   20.3%	
   29.0%	
   63.8%	
  



Homeowner-­‐filer	
  credit	
  esGmate	
  at	
  
take-­‐up	
  rate	
  in	
  “payments”	
  sample	
  

($million)	
  

MAGI	
  
Actual	
  
Credit	
  

Model	
  
Credit	
   Error	
  

Model	
  
Credit	
  *	
  
Take-­‐up	
  
Rate	
  

Error	
  if	
  take-­‐
up	
  correct	
  

<=0	
   0.95	
   1.79	
   0.84	
   1.27	
   0.32	
  
$1	
  -­‐	
  $10,000	
   3.50	
   5.02	
   1.52	
   3.49	
   -­‐0.01	
  
$10,001-­‐$20,000	
   3.58	
   7.1	
   3.52	
   4.81	
   1.24	
  
$20,001-­‐$30,000	
   1.93	
   4.35	
   2.42	
   2.89	
   0.95	
  
$30,001-­‐$40,000	
   0.81	
   2.36	
   1.55	
   1.47	
   0.66	
  
Total	
   10.77	
   20.62	
   9.85	
   13.93	
   3.16	
  



RelaGonship	
  Between	
  Take-­‐up	
  Rate	
  
and	
  Tax	
  Return	
  CharacterisGcs	
  

Imputed	
  Filer	
  Sample	
   Tax	
  Payments	
  Sample	
  

#	
  eligible	
   Take-­‐up	
  Rate	
   #	
  eligible	
  
Take-­‐up	
  
Rate	
  

Overall	
   15,167	
   67.8%	
   9,673	
   67.3%	
  
Paid	
  preparer	
   9,389	
   63.2%	
   5,954	
   62.1%	
  
Self-­‐prepared	
   5,780	
   75.4%	
   3,723	
   75.6%	
  
65	
  or	
  older	
   9,275	
   72.7%	
   5,726	
   72.4%	
  

Self-­‐prepared	
  only:	
  
Paper	
  return	
   2,431	
   69.6%	
   1,443	
   70.8%	
  
Efile	
  return	
   2,775	
   83.5%	
   1,905	
   82.7%	
  
Maine	
  Ifile	
  return	
   570	
   61.6%	
   375	
   58.4%	
  
65	
  or	
  older	
   3,522	
   78.4%	
   2,165	
   79.7%	
  



Linear	
  Probability	
  Model	
  
Self-­‐prepared	
  returns	
  only	
  

Imputed	
  Filer	
  Sample	
  
Tax	
  Payment/Liability	
  
Sample	
  

E-­‐file	
   0.147	
   0.130	
  
I-­‐file	
   -­‐0.066	
   -­‐0.105	
  
65	
  or	
  older	
   0.083	
   0.099	
  
N	
   5,779	
   3,772	
  
Omiqed	
  categories:	
  Paper	
  returns,	
  non-­‐elderly	
  
Includes	
  MAGI	
  category	
  dummy	
  variables	
  



ExplanaGon	
  for	
  Eligibility	
  
Overstatement	
  

•  ReporGng	
  error	
  in	
  ACS	
  
–  Certain	
  types	
  of	
  measurement	
  error	
  would	
  cause	
  us	
  to	
  overstate	
  

credit	
  eligibility	
  
–  Income	
  underreporGng	
  is	
  common	
  in	
  survey	
  data	
  
–  Needs	
  further	
  invesGgaGon	
  
–  We	
  believe	
  aggregate	
  property	
  taxes	
  in	
  ACS	
  is	
  accurate	
  based	
  on	
  

Municipal	
  ValuaGon	
  Return	
  data	
  on	
  homestead	
  properGes.	
  
	
  

•  Incorrect	
  assignment	
  of	
  taxes	
  to	
  families	
  
–  Property	
  tax	
  is	
  a	
  household	
  variable,	
  no	
  informaGon	
  on	
  who	
  pays	
  
	
  

•  UlGmately,	
  something	
  to	
  do	
  with	
  correlaGon	
  between	
  property	
  tax	
  
paid	
  and	
  income	
  



ExplanaGons	
  for	
  Imperfect	
  Take-­‐up	
  	
  
•  Imperfect	
  informaGon	
  
–  Believed	
  sosware	
  and	
  preparers	
  would	
  help	
  

•  Sosware	
  probably	
  did	
  help	
  
•  Preparers	
  did	
  not	
  

•  TransacGon	
  costs	
  
–  Small	
  maximum	
  credit,	
  not	
  worth	
  the	
  trouble	
  to	
  apply	
  

•  Fixed	
  costs	
  to	
  apply	
  -­‐>	
  Credit	
  increases,	
  take-­‐up	
  increases	
  
–  Complicated	
  instrucGons	
  for	
  credit	
  
	
  

•  Many	
  other	
  examples	
  of	
  imperfect	
  take-­‐up	
  for	
  
means	
  tested	
  programs	
  (including	
  Maine’s	
  
homestead	
  exempGon)	
  



Source:	
  Henrik	
  Jacobsen	
  Kleven	
  and	
  Wojciech	
  Kopczuk,	
  “Transfer	
  Program	
  Complexity	
  
and	
  the	
  Take	
  Up	
  of	
  Social	
  Benefits”,	
  NBER	
  Working	
  Paper	
  14301,	
  September	
  2008.	
  



Takeaways	
  

•  Property	
  tax	
  probably	
  less	
  regressive	
  than	
  we	
  
thought	
  under	
  the	
  “old	
  view”	
  of	
  property	
  tax	
  
incidence	
  

•  Take-­‐up	
  imperfect,	
  even	
  for	
  taxpayers	
  who	
  have	
  
already	
  calculated	
  MAGI	
  on	
  income	
  tax	
  return	
  

•  In	
  most	
  cases	
  the	
  credit	
  calculaGon	
  is	
  straighworward,	
  but	
  
that	
  is	
  not	
  apparent	
  from	
  the	
  tax	
  form	
  

•  Sosware	
  helps	
  	
  
•  The	
  elderly	
  are	
  more	
  likely	
  to	
  claim	
  the	
  credit	
  when	
  eligible	
  

–  Could	
  explain	
  drop	
  in	
  credit	
  in	
  2014	
  










