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Madame Chair and Members of the Committee: 

Thank you for the opportunity to express our support for House Bill 321, which would provide a 
technical amendment to allow certain companies impacted by the financial restatement of corporate 
tax liabilities due to the implementation of Single Sales Factor to reverse the unintended impact through 
Deferred Tax Relief. 

Just a quick word about NextEra Energy Resources and our activity here in Maryland.  NextEra Energy 
Resources is an affiliate of Juno Beach, Florida-based NextEra Energy, Inc., one of the largest clean 
energy companies in the country.  NextEra Energy Resources, together with its affiliated entities, is the 
world's largest generator of renewable energy from the wind and sun and a world leader in battery 
storage.  We’ve been a wholesale and retail energy supplier in Maryland for many years, selling a 
significant volume of energy primarily through the state’s Standard Offer Service program, and we’re 
presently developing several hundred megawatts of solar energy.  We’ve always viewed Maryland as a 
positive place in which to invest and do business, and look forward to doing business here for many 
years to come.     

For certain companies with a significant volume of sales in Maryland, single sales factor apportionment 
results in a higher apportionment factor in Maryland which can expose them to higher taxation in two 
ways.  First through a greater tax assessment itself – the amount that is reflected on the Maryland 
corporate income tax return each year.  The second – an unintended consequence – requires publicly 
traded companies subject to Generally Accepted Accounting Principles (GAAP) to revalue their deferred 
tax assets and liabilities upon enactment of a change in tax law, like Single Sales Factor apportionment.    
It’s this issue that the bill is specifically designed to address.  To be clear, as the fiscal note states, there 
will be no immediate fiscal impact to the state. 

This bill does not modify in any way the application of single sales factor apportionment, which is in 
effect today for corporate tax filers.  The Maryland-based companies that benefit from single sales 
factor – the rationale behind implementing single sales factor – will continue to do so, and all taxpayers 
required to use single sales factor will continue to be required to do so.  This bill does not attempt to re-
legislate or modify the substance of single sales factor, nor carve anyone out of its application. 

Rather, it provides companies that experienced that unintended financial statement impact with what is 
called “deferred tax relief”. In essence, the state grants a deduction necessary to offset the negative 
financial statement impact, to be used in the future – at a time of the legislature’s choosing.  It’s a 
relatively well known practice used in other states when a major change in corporate taxation occurs, 
the most recent being in New Jersey in 2018 and New Mexico in 2019.   

This proposal is supported by the Maryland Chamber of Commerce, Council on State Taxation (COST), as 
well as other companies, including AT&T and Verizon.  We also want to reiterate that the bill is to be 
scored by the Comptroller as having no fiscal impact. 

We want to thank Delegate Luedtke (and Chairman Guzzone in the Senate) for their support and 
sponsorship. We thank the Committee for their consideration and look forward to answering any 
questions you might have.      

Michele Wheeler   
VP Regulatory and Political Affairs 

NextEra Energy Resources
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LEGISLATIVE POSITION: 
Favorable 
House Bill 321 
Corporate Income Tax – Single Sales Factor Apportionment – Deferred Tax Relief 
House Ways and Means 
 
Wednesday, February 2, 2022 
 
Dear Chairwoman Atterbeary and Members of the Committee:   
 
Founded in 1968, the Maryland Chamber of Commerce is the leading voice for business in 
Maryland. We are a statewide coalition of more than 5,500 members and federated partners 
working to develop and promote strong public policy that ensures sustained economic recovery 
and growth for Maryland businesses, employees, and families.  
 
HB 321 provides taxpayer relief for adverse financial reporting impacts resulting from the 
transition to single sales factor apportionment. Tax law changes such as this can have immediate 
and negative impacts on a taxpayers’ financial reporting by creating new financial statement 
expenses and changing a company’s tax liability. The modest deduction provided in HB 321 can 
help mitigate these negative impacts. 
 
Any significant change in tax laws (such as the adoption of single sales factor apportionment), 
will require companies to re-calculate the value of tax assets or liabilities they had previously 
recorded. This recalculation requires a company to record additional tax expenses under the 
relevant financial accounting rules. Recognizing these expenses may result in an immediate 
adjustment of the company’s stock price and value.  
 
HB 321 provides these taxpayers with a deduction that is spaced out over ten years to help 
mitigate any negative effects that resulted in the adoption of single sales factor apportionment. 
This bill is a great example of Government being proactive and supportive of Maryland’s many 
employers by ensuring that business owners do not suffer from both increased tax payments and 
a reduction in market value.  
 
With these comments in mind, the Maryland Chamber of Commerce respectfully requests a 
favorable report on HB 321. 
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Stephanie T. Do 
Senior Tax Counsel 

(202) 484-5228 
sdo@cost.org 

 
February 2, 2022 
 
Delegate Vanessa E. Atterbeary, Chair 
Delegate Alonzo T. Washington, Vice Chair 
House Ways and Means Committee 
Maryland General Assembly 
 
Re: In Support of H.B. 321, Relief for Detrimental Financial Statement Effects of 
Single Sales Factor 
 
Dear Chair Atterbeary, Vice Chair Washington, and Members of the Committee: 
 
Thank you for the opportunity to provide testimony today on behalf of the Council On 
State Taxation (COST) in support of House Bill 321 (H.B. 321), a measure to provide 
taxpayer relief for adverse financial reporting impacts of transitioning to single sales 
factor apportionment. Significant tax law changes such as this can inadvertently have 
immediate and negative impacts on taxpayers’ financial reporting, creating new financial 
statement expenses in addition to changing a company’s actual tax liability. Providing a 
deduction over time for detrimental effects on deferred tax assets and liabilities can help 
mitigate inadvertent detrimental financial statement impacts of such tax changes.  
 

About COST 
 
COST is a nonprofit trade association based in Washington, DC. COST was formed in 
1969 as an advisory committee to the Council of State Chambers of Commerce and today 
has an independent membership of over 500 major corporations engaged in interstate and 
international business. COST’s objective is to preserve and promote the equitable and 
nondiscriminatory state and local taxation of multijurisdictional business entities. Many 
COST members have operations in Maryland.  
 

COST’s Position on Consequences of Significant Tax Law Changes on Financial 
Reporting 

 
The COST Board of Directors has adopted a formal policy statement on consequences for 
financial reporting resulting from significant tax law changes. COST’s policy position is: 

 
When enacting significant corporate tax law changes, states must mitigate the immediate 
and negative impact of those changes on a company’s financial reporting. While it is 
evident that companies may experience a change in their actual tax liability as a result of 
some tax law changes, the financial impact of having to immediately recognize additional 
tax expense for financial reporting purposes is not always evident. 
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State Mitigation of Unintended Financial Reporting Effects of Tax Policy Choices 
 

The Internal Revenue Code and associated state rules for recording income and expenses are 
often different from the Generally Accepted Accounting Principles (GAAP) publicly traded 
companies follow for recording income and expenses. The difference between the GAAP and tax 
accounting methods typically result in the creation of deferred tax assets and tax liabilities on the 
financial statement balance sheets of companies. Significant tax law changes, such as a transition 
to single sales factor apportionment, typically require companies to re-compute the value of tax 
assets or liabilities they had previously recorded, and the cumulative effect of that re-
computation often requires companies to immediately record additional tax expenses under the 
relevant financial accounting rules. The recognition of these expenses, in turn, may result in an 
immediate market adjustment of the company’s stock price and value. 
 
States should ensure that such ramifications are addressed to avoid detrimentally impacting 
companies twice—once through actual tax payments and a second time by a reduction in market 
value—by tax law changes enacted by their legislatures. States can mitigate these detrimental 
effects by allowing a deduction to be claimed in the future that can be spread equally over a 
specified period of time. By providing a reasonable schedule to allow the future deduction of the 
additional expenses triggered from any book/tax differences, a state can eliminate any financial 
reporting impact that may be required under financial accounting rules.  
 
H.B. 321 would further sound tax policy in Maryland by providing those taxpayers experiencing 
detrimental financial statement impacts from the enactment of single sales factor apportionment 
during the 2018 legislative session a deduction, spaced out over ten years, to mitigate the loss of 
deferred tax assets and creation of deferred tax liabilities that were not intended by the General 
Assembly’s tax policy decision. 
 

Conclusion 
 

For the reasons set forth above, we encourage you to vote in support of H.B. 321.  
 

Respectfully, 
 
 
Stephanie T. Do 
 
cc: COST Board of Directors 
 Douglas L. Lindholm, COST President & Executive Director 
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Tax Policy Should Reflect What is Best for Maryland, 
not Individual Corporations 

Position Statement in Opposition to House Bill 321 

Given before the House Ways & Means Committee 

Prudent tax policy should ensure the state has the resources it needs and that we have a balanced tax code asking 

everyone to pay their fair share for the public investments that form the foundation of thriving communities . 

House Bill 321 takes the state down a risky path by adding another special interest carve-out that only benefits a 

handful of large, multistate corporations, at the expense of the revenues we need to make our state function. For 

these reasons, the Maryland Center on Economic Policy opposes House Bill 321. 
 

A few years ago, the General Assembly passed legislation that phases in a single sales factor formula for calculating 

corporate income taxes. This approach means the amount of a company's business income that is subject to 

Maryland taxation is calculated using its percentage of sales in the state. This policy allows large, multistate 

corporations to calculate their taxes based only on the sales they make in Maryland, without considering their 

operations here. In many cases, this absolves corporations’ responsibility to pay for public services that make their 

businesses possible—from schools to train their workforce to fire protection for their facilities.i  
 

House Bill 321 attempts to use real dollars to offset revenue losses that exist only on paper, which some companies 

have claimed could hurt their stock prices. Corporate managers often try to boost the near-term profits they report 

to stockholders by claiming accelerated depreciation when calculating tax liability, meaning they end up deducting 

less annual depreciation in later years than they otherwise would have. House Bill 321 would grant corporations 

that received the benefits of claiming accelerated depreciation an additional offsetting tax deduction that will also  

reduce their real tax liability. 
 

Further, there is no evidence that Maryland’s adoption of single sales factor has had any negative effects on the 

corporations asking for special treatment. More than two dozen states have switched to single sales factor 

apportionment, but none has enacted this kind of deduction. Maryland also did not use such a policy when it 

enacted single sales apportionment for manufacturing businesses. 
 

According to the Comptroller’s office, House Bill 321 would benefit fewer than five large, multistate corporations.ii 

This approach to policy sets a dangerous precedent of providing special tax breaks to individual companies 

following any change in corporate tax policy, building on the many other tactics large, profitable, multistate 

corporations can already use to minimize their tax liability in Maryland.  
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While the revenue losses from the enactment of the bill would not begin for 10 years, Maryland will need sufficient 

tax revenue to support the investments in education, transportation, healthcare, and other aspects of our 

community that will improve Maryland in the long term.   

 

For these reasons, the Maryland Center on Economic Policy respectfully requests that the Ways 

and Means Committee make an unfavorable report on House Bill 321. 

 

______________________________________________________________________________ 

Equity Impact Analysis: House Bill 321 

Bill summary 

House Bill 321 adds an additional special interest policy that benefits less than five large, multistate corporations, 

at the expense of vital revenue needed to address the needs of the state of Maryland as a whole. 

Background 

Large, multistate corporations have used a number of tactics to minimize their tax liabilities in Maryland over the 

years and House Bill 321 would only add to these strategies. 

 

▪ A few years ago, the General Assembly passed legislation that calculates corporate income taxes using a 

single sales factor formula. This means that the company’s business income that is subject to Maryland tax 

is only the sales that are made in the state of Maryland. The policy disregards the company’s operations in 

the state of Maryland that they profit on elsewhere, removing their responsibility to pay for the public 

services that enable their business to be profitable. 

▪ Corporate managers often try to increase their short-term profits they report to stockholders by claiming 

accelerated depreciation when calculating tax liability, which means they end up deducting less annual 

depreciation in later years than they would have otherwise. House Bill 321 would grant these corporations 

an additional offsetting tax deduction that will also reduce their real tax liability. 

 

Equity Implications 

▪ Corporate tax loopholes primarily benefit the small number of wealthy households who hold the bulk of 

corporate stock and other financial assets. Household wealth in the United States has been lopsided as a 

result of historically racist policies. Implementing policies that will enable huge, multistate corporations 

to reduce their tax liabilities will come at the expense of Marylanders who are financially less well-off. 

This is the case, as these corporations’ reduced tax liabilities, put greater responsibilities on people who 

derive their income from work than on those whose income comes from wealth, growing the barriers that 

hold back Marylanders of color 

▪ Implementing another policy that will relieve large multistate corporations of their taxation 

responsibilities will reduce the funds that could be used to invest in things like better schools, reliable 

transportation, and improved healthcare. Investing in these vital needs strengthens our economy and can 

dismantle the economic barriers that too often hold back Marylanders of color. 

 

Impact 

House Bill 321 would likely worsen racial and economic inequity in Maryland. 
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i Michael Mazerov and Michael Leachman, “State Job Creation Strategies Often Off Base,” Center on Budget and Policy Priorities,  February 
2016. http://www.cbpp.org/research/state-budget-and-tax/state-job-creation-strategies-often-off-base 
 
ii Fiscal and Policy Note for Senate Bill 458 (Revised for Third Reader), Maryland Department of Legislative Services, 2019. 
http://mgaleg.maryland.gov/2019RS/fnotes/bil_0008/sb0458.pdf  
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