An Act to Limit a Property Tax Exemption for Hospitals Pertaining to Leased Real Estate and Amend the Law Authorizing the Application of Service Charges to Certain Corporations Exempt From Property Taxation

Sec. 1. 36 MRSA §508, as enacted by PL 2007, chap. 627, is amended to read:

§ 508.  Service charges 
1.  Imposition.   A municipality may, through the adoption of an ordinance, impose service charges on any or all of the classifications of tax exempt real property identified in this section the owner of residential property, other than student housing or parsonages, that is totally exempt from taxation under section 652 and that is used to provide rental income. Such service charges must be calculated according to the actual cost of providing municipal services to that real property and to the persons who use that property, and revenues derived from the charges must be used to fund, to the extent possible, the costs of those services. The municipal ordinance must legislative body shall identify those classifications of institutions and organizations upon which service charges are to be levied, except that any 

A municipality that imposes service charges on any institution or organization must impose those service charges on every similarly situated institution or organization. For the purposes of this section, "municipal services" means: fire protection services and municipal fire hydrant fees; police protection services; road-related services including road and bridge maintenance and construction, traffic control, snow and ice removal; and stormwater control services that are not otherwise financed by a stormwater utility fee. all services provided by a municipality other than education and welfare.

For the purposes of this section, a basis for calculating the actual cost of providing municipal services to the real property of tax exempt institutions or organizations for the four service categories identified in this section is to determine what proportion of the total budgeted cost of providing the identified service by the municipality should be reasonably borne by the institution or organization as follows :

(a) For fire protection services and municipal fire hydrant fees, the proportion of square footage of the developed tax exempt property relative to the total square footage of developed property in the municipality;

(b) For police protection services, the per-capita proportion of the average daily population of the exempt institution, including both employees and the population being served, relative to the total population of the municipality;

(c) For road-related services, either: (i)  the proportion of the linear public road mileage which the exempt property abuts relative to the total linear road mileage of the municipality; or (ii) the per-capita proportion as calculated for police protection services; and

(d) For stormwater control services, the proportion of the exempt property’s developed impervious surface relative to the total impervious surface of all developed properties being served by the stormwater control system.  

1-A. Application. The classifications of tax exempt real property to which service charges may be applied are:

(a) residential property, other than student housing or parsonages, that is totally exempt from taxation under section 652 and that is used to provide rental income; 

(b) Any real property totally exempt from taxation under section 652 that has an assessed value, if subject to taxation, that exceeds $1,000,000; 

(c) Any organization or institution owning property that is totally exempt from taxation under section 652 that has gross annual revenues related to that organization’s or institution’s activities within the municipality that exceed $1,000,000. 

2.  Limitation.   The total service charges levied by a municipality on any institution or organization under this section may not exceed 2% of the gross annual revenues of the institution or organization. For institutions or organizations owning real estate that is located in two or more municipalities, the service charges may not exceed 2% of the gross annual revenues as reasonably prorated or allocated with respect to the institution or organization’s real estate that is located within the municipality where the service charges are established.  In order to qualify for this limitation, the institution or organization must file with the municipality an audit of the revenues of the institution or organization for the year immediately prior to the year in which the service charge is levied, along with all information to support any proration or allocation of those revenues as may be necessary. The municipal officers shall abate the portion of the service charge that exceeds 2% of the gross annual revenues of the institution or organization, or the prorated or allocated portion of those revenues, as applicable.
3.  Administration.   Municipalities shall adopt any ordinances necessary to carry out the provisions of this section. Determinations of service charges may be appealed in accordance with an appeals process provided by municipal ordinance. Unpaid service charges may be collected in the manner provided in Title 38, section 1208.

Sec. 2. 36 MRSA §6521, sub-§1(K), as amended by PL 2003, chap. 689, §6, is further amended to read:

K. The real and personal property leased by and occupied or used solely for its own purposes by an incorporated benevolent and charitable organization which is exempt from taxation under section 501 of the Internal Revenue Code of 1954, as amended, and the primary purpose of which is the operation of a hospital licensed by the Department of Health and Human Services, health maintenance organization or blood bank.

Summary: This bill amends the law regarding the municipal assessment of service charges to certain tax exempt institutions to: (1) narrow the list of the types of municipal services that may be considered in the application of service charges to include just fire protection services, police protection services, road services and storm water control services; (2) develop a methodology for calculating the appropriate service charge for each service; and (3) expand the list of tax exempt institutions that may be subject to service charges to include those institutions that have an assessed value, if subject to the property tax, of $1,000,000 or more or generate a gross annual income of $1,000,000 or more. The bill also amends the tax exemption statute to limit the tax exemption for leased property used by hospitals to personal property only. 

