
Maine has enacted a significant change to its individual income tax system. As part of a
supplemental budget bill signed by Governor Janet Mills in April 2026, the state added a 2% income
tax surcharge on very high earners — commonly referred to as the "millionaires' tax." Below, we break
down what the law actually does, who it affects, common misunderstandings we're hearing from
clients, and planning strategies worth discussing with your advisor.

What the New Law Means
The surcharge applies a 2% additional tax on top of Maine's existing top income tax rate, which was
7.15%. For affected taxpayers, this pushes the effective top marginal rate to 9.15% — one of the higher
state rates in the country, though still below top rates in states like California, New York, and New
Jersey.

Key mechanics
It's a surcharge, not a bracket rewrite. Maine's existing three-bracket structure (5.8%, 6.75%, 7.15%)
stays intact. The 2% applies only to taxable income above the surcharge threshold.

Thresholds vary by filing status. Reporting on the surcharge has cited slightly different joint-filer
thresholds, so households near these levels should confirm current figures with a tax professional or
Maine Revenue Services, but the surcharge is generally understood to apply above $1 million for single
filers, with higher thresholds for heads of household and joint filers.

Retroactive to January 1, 2026. Even though the bill was signed in the spring, the surcharge applies to
the entire 2026 tax year — meaning affected taxpayers may need to true up estimated payments or
withholding for months that have already passed.

Narrow but material scope. Maine Revenue Services estimates roughly 2,600 tax returns will be
affected, generating an estimated $150–160 million over the current two-year budget cycle.

July 2026

Understanding Maine's "Millionaires' Tax": 
What Business Owners and High-Income Individuals Need to Know

https://www.facebook.com/Mainehomebuildersandremodelersassociationofmaine?mibextid=LQQJ4d


Who It Affects
This is not a tax that touches the
average Maine household. It is
targeted narrowly at:

High-income W-2 earners with Maine-
source wages above the threshold.

Business owners and professionals —
including partners in law firms, medical
practices, and other pass-through
entities — whose business income
flows through to their personal Maine
tax return.

Individuals with large one-time income
events, such as the sale of a business,
a large capital gain, stock option
exercises, or a Roth conversion, that
push total taxable income over $1
million in a single year even if their
"normal" income is far lower.

Retirees or executives with
concentrated investment or deferred
compensation income that vests or is
realized in a lump sum.

Because pass-through business
income is taxed at the individual level,
this surcharge is very much a business
owner's issue, not just a "wealthy
individual" issue.

Common Misconceptions
It's a wealth tax. It isn't. The surcharge
applies to taxable income in a given
year, not to net worth or assets.
Someone with substantial wealth but
modest annual taxable income won't
be affected; someone with a single
high-income year (e.g., selling a
business) could be.

It only applies to income earned in
Maine. Maine generally taxes residents
on all income, regardless of where it's
earned, and taxes nonresidents on
Maine-source income. Residency
status and income sourcing both
matter here and are commonly
misunderstood.

I can just avoid it by moving my LLC to
another state. Simply forming or
relocating a legal entity elsewhere
doesn't change tax outcomes if the
owner remains a Maine resident or the
income is Maine-sourced. Residency
and sourcing rules — not the state of
formation — generally control.

This is a permanent, isolated change.
The surcharge was enacted alongside
broader tax debates in Maine
(including separate bracket-
restructuring proposals still being
discussed in the legislature). Business
owners should expect this area of law
to keep evolving and should not
assume the current structure is final.

It only affects a one-time bonus, not
multi-year planning. Because
thresholds apply annually, income
timing across multiple years — not just
a single transaction — determines total
exposure.



Practical Planning Strategies
For business owners and high-income individuals approaching or exceeding these thresholds,
consider discussing the following with your CPA or tax attorney:

1. Income timing and smoothing. Where possible, spreading large gains (business sales, bonuses,
deferred compensation payouts) across multiple tax years can keep more income under the
surcharge threshold in any single year.

2. Entity and compensation structure review. For pass-through business owners, revisit how income is
characterized and distributed, including reasonable compensation analysis for S-corporations and
timing of distributions.

3. Retirement account and Roth conversion planning. Large Roth conversions can inadvertently push
a taxpayer over the threshold; consider multi-year conversion laddering.

4. Charitable giving strategies. Donor-advised funds and charitable remainder trusts can help offset
a high-income year and reduce taxable income below the threshold.

5. Timing of business sales. For owners contemplating a sale, structuring as an installment sale or
negotiating closing timing can materially affect surcharge exposure.

6. Residency and domicile review. For those genuinely splitting time between states, a careful, well-
documented residency analysis (not merely paperwork) may be relevant — but this is a fact-
intensive area with real compliance risk and should not be treated as a simple workaround.

7. Withholding and estimated tax true-up. Given the retroactive effective date, affected taxpayers
should revisit 2026 estimated payments now to avoid an underpayment penalty at filing time.

8. Watch the legislature. Related bills (such as proposals to restructure brackets more broadly)
remain active in Augusta. Planning should be revisited as the law develops.

*This is for general informational purposes and does not constitute individualized tax or legal advice.
Please consult a qualified tax professional about your specific situation.







Zoning and Housing Density

Several provisions are aimed at loosening local restrictions that have historically
limited how much housing can go on a single lot.

Minimum density on growth-area lots. 
Lots in a designated growth area that are served by public or centrally managed
water systems, and that meet the Uniform Building and Energy Code, must now be
allowed to host at least 3 dwelling units per lot (attached or detached) — or 4 units
if the lot qualifies as a growth-area parcel. Cities and towns with council
governments must have their ordinances updated by July 1, 2026; town-meeting
municipalities have until July 1, 2027.

Commercial-zone housing.
Municipalities will be required to permit housing in areas currently zoned for
commercial use, effective July 1, 2027. This opens up conversion and infill
opportunities in commercial corridors that were previously off-limits for residential
builds.

Parking minimums capped. 
Municipalities can no longer require more than one off-street parking space per
dwelling unit in growth areas a change that could ease site constraints and
reduce costs on multi-unit projects.

Setback variances expanded.
Boards of appeals can now grant setback variances for any dwelling unit type, not
just single-family homes. This gives more flexibility on tight or irregular lots where
multi-unit or ADU projects previously ran into rigid setback rules.

Accessory Dwelling Units (ADUs)

LD 1829 builds on the ADU reforms Maine passed in 2022 and 2023, clearing away
several practical barriers:

Sprinklers.
Fire suppression sprinklers are no longer required for an ADU unless it's within or
attached to a structure that will contain more than 2 dwelling units total.

What Maine's New Laws Mean for Builders and Remodelers
This week, roughly 300 new laws took effect across Maine — most of them on Wednesday, July 29. Buried
in that wave is a meaningful set of changes to zoning, density rules, and accessory dwelling unit (ADU)

requirements that directly affect how builders and remodelers plan, permit, and price projects going
forward. Here's a breakdown of what matters most for your business.



Density.
Single-family lots can now accommodate up to 2 ADUs, not just one.

Permitting.
Planning board approval has been eliminated as a requirement in many cases,
which should shorten timelines for straightforward ADU builds.

Size.
The 190-square-foot minimum floor size remains in place, though municipalities
can still set their own maximum sizes.

As with the density rules above, the rollout follows the same split: city-council
municipalities were required to update their ordinances by July 1, 2026, while town-
meeting municipalities have until July 1, 2027. Worth checking with your local code
enforcement office to see where your municipality stands.

Building and Energy Code — A Reminder

It's not new this week, but worth flagging: the updated Maine Uniform Building and
Energy Code (MUBEC), with its increased insulation, ventilation, and energy-
efficiency standards, took effect back in spring 2025 and is still being adopted at
the local level in many communities. If you haven't already adjusted your specs
and bids to account for it, this is a good moment to confirm where your local
jurisdiction stands on enforcement.

Funding Behind the Reforms

Also taking effect this week is the supplemental budget signed by Governor Mills,
which includes hundreds of millions of dollars for housing and other initiatives,
some of which will help fund implementation of these zoning and ADU reforms at
the municipal level.

Bottom Line

Maine is continuing its multi-year push to clear zoning red tape and make it easier
to build more housing units per lot both through new construction and ADUs. For
builders and remodelers, that means more potential projects, but also a
patchwork of local compliance deadlines to track. Before your next bid, it's worth a
quick call to your local code enforcement office to confirm exactly where that
municipality stands on adopting these changes.

What Maine's New Laws Mean for Builders and Remodelers



On Tuesday, September 1st, members will be able to register for the Show and book a room
in our assigned hotel block via www.BuildersShow.com. 

HBRAME has 10 rooms - Las Vegas Marriott Convention Center - $309.00 no resort fee.

HBA Hotel Deadline: The deadline to reserve rooms within our room block is Thursday,
December 3, 2026. After December 17, if there are any unreserved rooms in our block, they will
no longer be exclusively accessible to our members.

Have Questions?
Registration and Hotel Questions?
747-226-7761
NAHB@maritz.com

Looking to book a hotel reservation for IBS?

mailto:NAHB@maritz.com
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A Holistic Approach to Land Planning & Architectural Design
Sept. 1 | 2-3 p.m. ET

Successful communities don't happen by accident. The most efficient, profitable and marketable neighborhoods are created when land
planning and architectural design work together from the very beginning.

Join land planning expert Rick Harrison as he explores practical strategies to help builders, developers and design professionals streamline
approvals, maximize land value, improve neighborhood design and maintain affordability. Through real-world examples and proven
planning methods, discover how small design decisions can significantly impact project economics, community appeal and long-term
success.

Learn how to identify hidden inefficiencies in site plans and home designs, create stronger neighborhood identities, improve walkability,
increase premium lot opportunities and gain community support throughout the entitlement process.

Whether you're planning a master-planned community, infill development or higher-density neighborhood, leave with actionable ideas.

Exclusively for NAHB Members & Credential Holders: Free registration for members after login. If you have not set up your NAHB account,
please visit: www.nahb.org/register or call 202.266.8313. 

What You'll Learn in the Land Planning & Architectural Design Webinar
Identify common sources of waste and inefficiency in land plans and residential floor plans that impact profitability and marketability.
Design street networks and neighborhood layouts that improve connectivity, strengthen community identity and enhance the resident
experience.
Use planning and design techniques to create more valuable lots, increase premium home locations and improve overall project
economics.
Incorporate walkability, open space integration and people-focused design strategies that support affordability while increasing
perceived value.
Apply architectural design approaches that improve functionality and livability in higher-density housing without sacrificing yield.
Understand how planning decisions influence approvals, community acceptance and long-term development success.

Why This Land Development Webinar Matters
Rising land costs, affordability challenges and increasingly complex approval processes require developers and builders to think differently
about community design. Traditional planning approaches often create inefficiencies that increase costs, reduce value and make projects
more difficult to approve.

By integrating land planning and architectural design earlier in the process, development teams can unlock new opportunities for efficiency,
create stronger neighborhoods and improve project performance. This webinar explores practical methods to help balance profitability,
affordability, marketability and community acceptance in today's competitive housing environment.

Who Should Attend This Webinar
This session is designed for professionals involved in planning, designing, approving and developing residential communities, including:

Home builders
Land developers
Architects
Civil engineers
Surveyors
Landscape architects
Planners

https://elearning.nahb.org/products/a-holistic-approach-to-land-planning-architectural-design-shop-talk-nahb-september-1-200-pm-et
https://elearning.nahb.org/products/entering-a-foreign-market-without-getting-burned-shop-talk-nahb-june-30-1100-am-et
http://www.nahb.org/register


Introducing the Modular Build Maine Council:
A New Home for Maine's Modular Builders

enforcement officers should treat
factory inspections, how
financing and appraisal work for
modular product, and how to
navigate a regulatory landscape
that hasn't always kept pace with
the technology.

Right now, most modular builders
are solving these problems
individually. The Modular Build
Maine Council exists to change
that giving builders a standing
forum to compare notes, share
solutions, and speak with one
unified voice when it matters
most: in Augusta.

Collaboration Is the Only Way
Forward

No single builder, no matter how
established, can fix a statewide
code inconsistency or shape
legislation alone. Progress on
modular construction in Maine
depends on builders showing up
together sharing what's working
on their job sites, flagging
emerging problems before they
become costly, and presenting a
united industry position to
lawmakers and regulators. A
fragmented industry is easy to
overlook; a coordinated one is
much harder to ignore. That
collective voice is 

exactly what will keep modular
construction moving in the right
direction as Maine works to close
its housing gap.

The Modular Build Maine
Council will give members a
regular venue to:

- Share best practices across
factory and on-site processes
- Discuss code enforcement,
inspection, and permitting issues
specific to modular and
industrialized construction
- Stay current on legislation and
regulatory changes affecting the
sector
- Build a unified industry voice for
advocacy work in Augusta
- Connect with other builders,
manufacturers, and associate
members working in this space
across Maine

How to Get Involved

Membership in the council is by
invitation, and HBRAME wants to
hear from any member working
in or around modular
construction who wants a seat at
the table.

If you'd like to participate,
contact Heather Raisanen,
HBRAME's Executive Officer, at
eo@hbrame.org for an invitation.

Maine's housing shortage
isn't news to anyone in the
building trades  but the pace
at which modular and
industrialized construction
can help close that gap is
becoming impossible to
ignore. In response, HBRAME
is launching the Modular
Build Maine Council, a new
peer network built
specifically for modular
builders, manufacturers, and
industry partners working
across the state.

Why a Council, and Why Now

Modular and factory-built
construction is one of the few
tools with the potential to
meaningfully move the needle
on Maine's housing supply.
Producing homes and multi-unit
components in a climate-
controlled factory setting  rather
than exclusively on site can
shorten build schedules, reduce
weather-related delays, and
bring costs down at scale. But
the modular sector in Maine is
still relatively young, and builders
working in this space often face
a similar set of questions: how
permitting works across different
municipalities, how code 



The 2026 Legislative Landscape Impacting Modular Builds

This council arrives at a pivotal moment for modular builders. Several legislative
developments from the current session will have direct, lasting impact:

A code gray area remains unresolved.

LD 2229 was designed to fix a long-standing inconsistency in how Maine regulates
modular housing depending on project size. Single- and two-unit modular projects fall
under the Maine Manufactured Housing Board, where only the company (not individual
installers) must be licensed and inspections happen in the factory. Larger multi-family
modular projects, however, fall under a different set of rules requiring licensed installers for
on-site plumbing and electrical work. This discrepancy went unnoticed for years until a
Portland code enforcement officer declined to accept a factory inspection on a multi-
family project, exposing the issue. LD 2229 would have aligned Maine's rules with other
states by allowing supervised, unlicensed installation under a master plumber or
electrician. The bill died in committee this session, leaving an estimated 246 units across
five in-progress projects in limbo and creating real uncertainty for any builder planning
multi-family modular work going forward.

Industrialized housing bills advanced. 

The Legislature's Committee on Housing and Economic Development backed proposals
aimed at making industrialized and manufactured housing construction more
streamlined, following recommendations from the Housing Production Innovation Working
Group. The thinking behind these bills is straightforward: industrialized construction
methods can lower costs, but only once the industry reaches sufficient scale — and state
policy can help unlock that scale.

Manufactured housing community protections expanded.

LD 2149/SP 867, "An Act to Protect Affordability in Mobile Home Parks and Manufactured
Housing Communities," builds on 2025 legislation and adds new licensing requirements
for manufactured housing community operators, particularly around large-investor
purchases.

Maine's building code baseline shifted.

Maine began adopting the 2021 ICC Model Codes in 2025, changing the code environment
every modular builder is now designing and inspecting against.

Individually, these are technical, easy-to-miss items. Together, they show a regulatory
environment in active motion — one where an organized, informed industry voice can help
get fixes like LD 2229 across the finish line next session, rather than watching them stall
again.

Note: Legislative details are current as of late July 2026. Bills in committee can change quickly —
members are encouraged to confirm current status directly with the Maine Legislature or through
the council.



Book Review
B I G  N E W S  A N D  M O N T H L Y  U P D A T E S

F O R  T H E  A V I D  R E A D E R

Succession Planning That Works: The Critical Path of Leadership Development 
Many attempts to establish a succession plan fail. Why? They
run up against insurmountable implementation challenges, or
weak executive commitment and follow-through. 
Succession Planning That Works: The Critical Path of
Leadership Development is a step-by-step guide to help HR
professionals and senior leaders develop a succession plan
that delivers a measurable return on investment. 

Based on in-depth interviews with senior executives from
nearly 50 organizations, Succession Planning That Works
reveals not only the most important components of effective
succession planning, but also the most effective order in
which to put them into practice. 

Packed with real-world examples, Succession Planning That
Works shows how real companies have attempted to tackle
succession planning issues and examines both their victories
and their failures to highlight the most common pitfalls and
how to avoid them. 
Topics include: 
- 13 reasons to begin succession planning now 
- How to calculate the ROI of promoting from within 
- The Succession Planning Critical Path - the most efficient
and effective way to implement a succession plan
- How to gain or strengthen executive buy-in for succession
planning 
- How to measure your success 
Also included are 20 downloadable templates and tools to
help make succession planning easier to comprehend and
implement.

Click on image to order.

https://www.amazon.ca/Succession-Planning-That-Works-Development/dp/146028481X/ref=sr_1_1?crid=2DARN2CJ5MA4X&keywords=succession+planning+that+works&qid=1555455977&s=gateway&sprefix=Succession+P%2Caps%2C162&sr=8-1
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