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Be it enacted! by the People of the State of Maine as follows: 
2 

Sec. 1. 36 MRSAc~·822,'first 2 lines are repealed and the 
4 following enacted in the~r<l?la.ce: 

6 CHAPTER 822 
TAX CREDITS 

8 

10 

12 

14 

16 

18 

20 

SUBCIiAPTER ' I': 
GENERAL CREDITS· 

Sec. 2. 36 MRSA §5215, sub-§3, 1fA, as enacted by PL 1977, c. 
722, is amended to read: 

A. . With propert; co~sidered to be qualified investment of 
at least $5,000,000 for that taxable year ,with a situs in 
Maine and placed in service by the taxpayer after January 1, 
1979 but before the taxpayer's first taxable: year beginning 
after January 1, 1993; and 

Sec. 3. 36 MRSA §5219-E, sub-§l, 4jJB, as amended by PL 1991, c. 
22 591, Pt. BBB, §1, is further amended to read: 

24 
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34 

36 

38 

B. "Investment credit base" means the total original basis, 
without adjustment, for federal income tax purposes, of the 
taxpayer of all machinery and equipment placed in service 
for the first time' in this State by the taxpayer or other 
person during any of the prior 5 taxable years, except in 
taxable years ending in 1995, the prior 6 taxable years, 
excluding the basis of machinery and equipment placed in 
service in this State prior to January 1, 1989. "Investment 
credit base" also means the assessed value of any increase 
or expansion of real property used directly and primarily to 
house machinery and equipment as defined in paragraph C. In 
the case of a combined report, the term investment credit 
base means the sum of the investment credit bases for all 
corporations included in the report. 

Sec. 4. 36 MRSA §5219-E, sub-§2, by amended by PL 1991, c. 
40591, Pt. N, §18 and affected §19, is further amended to read: 

42 2. Credit allowed. A taxpayer is allowed a credit against 
the tax imposed by this Part for each taxable year equal to ±TG% 

44 1. 5°1> of. the· investment credit base of the taxpayer. In the case 
of an affiliated group of corporations engaged in a unitary 

46 business, the credit is applied against the total tax liability 
of all the taxable corporations in the affiliated group and 

48 apportioned' among those taxable corporations in the same 
proportion as the tax liability of each taxable corporation bears 

50 to the total tax 1iabi1ity,of all the taxable corporations. 
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Sec. 5. 36 MRSA §5219-E, sub-§3, as amended by PL 1991, c .. 
591, Pt. N, §18 and affected by §19, is further amended ·to read: 

3. Limitation. The credit allowed by subsection 2 for the 
taxable year; plus any credit carry-forward er-€a~~Y-Baek to the 
taxable year allowed by subsection 5, may not exceed so much of 
the tax lIability of the taxpayer, or the total tax liability of 
all taxable corporations that are members of an affiliated group 
engaged in a unitary business, for the taxable year, as does not 
exceed $25, 000 plus 75'l-o of so much of the taxliabil i ty for the 
taxable year as exceeds $25,000. When the limitation provided in 
this subsection is exceeded, carry-forwards are applied first and 
credits under subsection 2 for the taxable year are applied 2nd. 
Carry-forwards from an earlier unused credit year are applied 
before carry-forwards from a later unused credit year. The 
limitation provided for in this subsection must be calculated 
with respect to the tax liability of the taxpayer prior to 
application of any of the tax credits, including carry-forwards, 
provided for in subchapter II. } . 

Sec. 6. 36 MRSA c. 822, sub-c.D is enacted to read: 

SUBCHAPTER II 
ECONOMIC RECOVERY TAX CREDITS 

§S219-I. Jobs training tax credit 

1. Definitions. As used in this section L 

context indicates otherwise L the following terms 
following meanings. 

unless the 
have the 

A. "Education" means any form of job-related instruction or 
training that. improves or develops the capabilities of an 
individual. Education may be furnished directly by the 
employer, ei ther alone or in conj unction with other 
employers, or through a 3 rd party such as an accredited 
education institution or paid instruction provided by a 
certified instructor. 

B. "Educational as sis tance" means the payment by an 
employer of expenses incurred by or on behalf of an employee 
for the education of that employee, including, but not 
limited to, tuition, fees and similar payments, books, 
supplies and equipment, but does not include payment for, or 
the provision of meals, lodging, transportation or tools or 
supplies that may be retained by the employee after 
completion of a course of instruction. The term 
"educational assistance" does not include payment for, or 
the provision of, benefits for any course or other education 
involving sports, games or hobbies. 
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C. "Participating employee" means an employee who received 
educational assistance d,uring the taxable year. 

2. Credit. Credits are allowed subject to the following. 

A. A taxpayer is allowed a credit against the tax imposed 
in this Part for each taxable year equal to 50°1> of the 
amount paid or incurred by the .taxpayer for educational 
assistance during that taxable year. 

When a taxpayer is a member of an affiliated group of 
corporations that is engaged in a unitary business, the 
taxpayer's credit is applied against the total tax liability 
of all the taxable corporations in the affiliated group and 
apportioned among those taxable corporations in the same 
proportion as the tax liability of each taxable corporation 
bears to the total tax liability of all the taxable 
corporations. 

B. The maximum credit allowable for an emplQyer for a 
taxable year may not exceed $1,000 per participating 
employee of that employer. 

C. For purposes of this section: 

(1) A partner of a partnership is deemed to have 
provided educational assistance determined by 
mul tiplying the amount paid or incurred by the 
partnership for educational assistance by that 
partner's percentage interest in the taxable income or 
loss of the partnership for federal income tax purposes 
for that taxable year; and 

(2) A shareholder of an S corporation is deemed to 
36 have provided educational assistance determined by 

multiplying the amount paid or incurred by the S 
38 corporation for educational assistance by the 

shareholder's percentage share of the stock of the S 
40 corporation as of the end of the taxable year. 

42 3. Record keeping. Every employer claiming the credit 
allowed in this. subsection shall maintain and make available to 

44 the assessor upon request a record for each taxable year: 

46 

48 

50 

A. Listing the names of all participating employees; 

B. Identifying the nature of the educational assistance 
received by each participating employee: 
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C. Setting forth the amount paid or incurred, by category 
of cost, to provide educational assistance to each 
participating employee; and 

D. Providing any other information determined necessary by 
the State Tax Assessor. 

8 §5219-J. Maine Youth Apprenticeship Program tax credit 

10 1. Credits. Credits are allowed subject to the following. 
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A. A taxpayer is allowed a credit against the tax imposed 
in this Part in the amount of 50'l-o of the amount of costs, 
including wages and other, payments made by the taxpayer and 
not reimbursed by the Maine Youth Apprenticeship Program, 
that are certified as necessary by the Director of the Maine 
Youth Apprenticeship Program to permit the taxpayer to 
provide'on-the-job training to persons under the Maine Youth 
Apprenticeship Program. 

When a taxpayer is a member of an affiliated group of 
corporations that is engaged in a unitary business, the 
taxpayer's credit is applied against the total tax liability 
of all the corporations in the affiliated group~ and 
apportioned among those taxable corporations in the same 
proportion as the tax liability of each taxable corporation 
bears to the total tax liability of' all the taxable 
corporations. 

B. The maximum credit allowable for a taxable year may not 
exceed $1, 000 per person trained by the taxpayer under 'the 
Maine Youth Apprenticeship Program during that taxable year. 

C. For purposes of this section: 

(1) The partner's share of the Maine Youth 
Apprenticeship Program tax credit for a partner of a 
partnership is determined by multiplying the amount 
paid or incurred by that partnership by the partner's 
percentage interest in the taxable income or loss of 
the partnership for federal income tax purposes for 
that taxable year; and ' 

(2) The shareholder's share of the Maine Youth 
Apprenticeship Program tax credit for a shareholder of 
an S corporation is determined by multiplying the 
amount paid or incurred by the S corporation by that 
shareholder's percentage share of the stock of the S 
corporation as of the end of that taxable year. 
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§52l9-K. Incremental investment tax credit 

1. Definitions. As used in this sectionL unless the 
context indicates otherwise L the following terms have the 
following meanings. 

A. "Annualization factor" for a taxable year means: 

(H If the taxpayer was in business in the State for 
more than' 12 months but less than 36 months during the 
36~month period immediately preceding the taxable year, 
whether or not any of those months was before the 
effective date of this section, a fraction, of which 
the numerator is 12, and the denominator is the number 
of full consecutive months that the taxpayer was in 
business in the State immediately prior to the taxable 
year. 

(2) If the taxpayer was in business in the State for 
12 consecutive months or less immediately preceding the 
taxable year, whether or not any of those months was 
before the effective date of this section, a factor of 
one. 

B. "Average prior investment" for a taxable' year, except as 
provided otherwise in this paragraph, is 1/3 of the 
taxpayer's property investment for the prior period, whether 
or not any of the prior period was before the effective date 
of this section. If the taxpayer was in business in the 
State for less than 36 months during the 36-month period 
immediately j?receding the taxable year, "average prior 
investment" for the taxable year is the product of the 
taxpayer's property investment for that prior period 
multiplied by the taxpayer's aIinualization factor. If the 
taxpayer had no property investment during the 36-month 
.period immediately preceding the taxable year, the 
taxpayer's average prior investment is zero. 

c. "Directly" means directly as defined in section 1752, 
subsection 2-A. 

D. "First credit year" means the first taxable year of a 
taxpayer beginning on or after January L 1993 and before 
January L 1994. 

E. "Incremental investment" for a taxable year means the 
excess of a taxpayer's property investment in the taxable 
year over a taxpayer's. average prior investment. 
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F. "Machinery and equipment" means machinery and equipment 
as defined in section 1752, subsection 7-B, with a useful 
life under the code of at least 4 years. 

G. "Manufacturing facility" means manufacturing facility as 
defined in section 1752, subsection 6-A. 

H. "Predecessor taxpayer" means the person from which the 
successor taxpayer acquired the assets described in 
paragraph N. 

I. "Primarily" means primarily as defined in section 1752, 
subsection 9-A . 

J. "Prior period" means, in the case of a taxpayer in 
business in the State for 36 months or more immediately 
preceding the taxable year, the 36-month period immediately 
preceding the taxable year. "Prior period'" means, in the 
case of a taxpayer in business in the State for less than 36 
months during the 36-month period immediately preceding the 
taxable year, the number of full consecutive months that the 
taxpayer was in business in the State immediately preceding 
the taxable year. 

K. "Production" means production as defined in section 
1752, subsection 9-B. 

L. "Property investment". means: 

(1) For a taxable year, the total original basis of 
the taxpayer for federal income tax purposes, without 
adjustment, of all machinery and equipment: 

(a) With a si tus in the State as of the last day 
of that taxable year; 

(b) Placed in service for the first time in the 
State by that taxpayer during that taxable year; 

(c) That was SUbject to an allowance for 
depreciation under the code by the taxpayer as of 
the last day of the taxable year or would have 
been subject to an allowance for depreciation 
under the code by the taxpayer as of that date but 
for the fact that the property has been fully 
depreciated; and 

(d) Used by the taxpayer in the, State during the 
taxable year directly and primarily in the 
production of tangible personal property intended 
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to be sold or leased ultimately for final use or 
consumption or in the production of tangible 
personal property pursuant to a contract with the 
Federal Government or any agency of the Federal 
Government. 

(2) For a prior period, the total original basis of 
the taxpayer for federal income tax purposes, without 
adjustment, of all machinery and equipment: 

(a) With a situs in the State during the prior 
period; 

(b) Placed in .service for the first time in the· 
State by the taxpayer during the prior period; 

(c)· That was subject to an allowance for 
depreciation under the code by the taxpayer during 
the prior period or would have been subject to an 
allowance for depreciation under the code by the 
taxpayer during the prior period but for the fact 
that the property has been fully depreciated; and 

(d) Used by the taxpayer during the prior period 
directly and primarily in the production of 
tangible personal property intended to be sold or 
leased ultimately for .final use· or consumption or 
in the production of tangible personal property 
pursuant to a contract with the Federal Government 
or any agency of the Federal Government. 

In the case of a prior period, "property investment" 
includes, in the case of a successor taxpayer,· the 
predecessor taxpayer's property investment for the 
prior period attributable to that portion of the assets 
acquired by the successor taxpayer from the predecessor 
taxpayer that constituted property investment in the 
hands of the predecessor taxpayer for that prior period 
and excludes, in the case of a predecessor taxpayer, 
that same property investment from the predecessor 
taxpayer's property investment. 

M. "Second credit year" means the first taxable year of a 
taxpayer beginning on or after January L 1994 and before 
Jan uary L 1995. 

N. "Successor taxpayer" means a taxpayer that has acquired 
50% or more of all of the assets, determined with reference 
to book value after depreciation, of a manufacturing 
facility that was in operation prior to the acquisition by 
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the taxpayer and continues to use those assets at the same 
manufacturing facility. 

0.- "Taxable year," for purposes of this section and unless 
otherwise indicated, includes a taxable year of less than 12 
months. 

2. Credit. A taxpayer is allowed a credit against the tax 
imposed in this Part for each taxable year as follows. 

A. In the taxpayer's first credit year, the credit equals 
20°" of the taxpayer's incremental investment for the first 
credit year. 

B. In the taxpayer's second credit year, the credit equals 
10°" of the taxpayer's incremental investment for the 2nd 
credit year. 

C. For each taxable year after. the 2nd credi t Y§..QL the 
credit equals 59-0 of the taxP-BY-er' s incremental investment 
for that year. 

When a taxpayer is a member of an affiliated group of 
corporations that is engaged in a unitary business, the 
taxpayer's credit is applied against the total tax liability of 
all the taxable corporations in the affiliated group and 
apportioned among those taxable corporations in the same 
proportion as the tax liability of each taxable corporation bears 
to the total tax liability of all the taxable corporations. 

3. Partnerships and S co:r::porations. In the case of a 
partnership or an S corporation, the term "taxpayer" as used in 
subsection 1 means the partnership or S corporation. For 
purposes of this section, a partner of a partnership has 
incremental investment determined by multiplying the incremental 
investment of the partnership by that partner's percentage 
interest in that taxable income or loss of the partnership· for 
federal income tax purposes for that taxable year and a 
shareholder of an S corporation has incremental investment 
determined by multiplying the incremental investment of the S 
corporation by that shareholder's percentage share of the stock 
of the S corporation as of the end of that taxable year. 

§5219-L. Applicable limitations 

1. Definitions. As used in this section L 

context indicates otherwise L the following terms 
following meanings. 
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A. "Allowable credits" for a taxable year means the credits 
allowed by this subchapter for the taxable. ~ after 
applying sUbsection 5, plUS any carry-forwards of those 
credits to the taxable year. 

B. "Current year credi ts" means the total credits under 
this subchapter for a taxable year, excluding carrY.=i2rwards 
and before application of subsections 5 and 6. 

C. "Taxpayer," as used in subsections 4 and 5 in the case 
of a partnership or an S corporation, means the partnership 
or S corporation. 

14 28 Public utilities excluded. Public utilities as defined 
in Title 35-A, section 102, subsection 13 are not eligible for 

16 any of the tax credits established by this subchapter. 

18 3. Minimum credit required. Current year credits of less 
than $2,500 may not be taken and are reduced to zero. 

20 
4. Minimum investment. To be included in the computation 

22 of the credits provided by section 5219-K, a taxpayer's property 
investment for a taxable year under section 5219-K must exceed 

24 $100,000. 

26 

28 

30 

58 Disallowance of current year credits. A taxpayer's 
current year credits for a taxable year may not exceed ·$500,000. 
If current year credits exceed $500,000, that excess may not be 
taken and is reduced to zero. 

68 Limitation on allowable credits. Allowable credits are 
32 available as follows. 
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A. A taxpayer's allowable credits for a taxable year may 
not exceed the lesser of: 

(I) An amount of $500,000; or 

.( 2) The amourit of credit that, when applied after the 
credit allowed under section 5219-E, would decrease 

. the taxpayer's tax liability below 50 0
", of the 

taxpayer's tax liability as calculated before claiming 
any credits, carry-forwards or carry-backs allowed 
under this chapter. When an affiliated group of 
corporations is engaged in a unitary business, this 
limit is determined by reference to the aggregate tax 
liability of all the taxable ·corporations in the 
affiliated group and apportioned among those taxable 
corporations in the same proportion as the tax 
liability of each taxable corporation bears to the 
total tax liability of all the taxable corporations. 

Page 9-LR0984(1) 

L.D.1476 

) 

) 

) 



r~ 2 B. If the allowable credits for a taxable year exceed the 
limit in paragraph A, the excess must be carried forward 

4 pursuant to subsection 1. 

6 7. Carry-forward provisions. If the allowable credits for 
a taxable year exceed the limitation imposed· by subsection 6, 

8 paragraph A· for that taxable year, the· excess may be carried 
forward for up to 5 taxable years, subject to the· limitation 

10 imposed by subsection 6, paragraph A, and inay be applied as a 
credit against the tax imposed in this Part for the taxable year 

12 or years to which carried. The entire amount of the unused 
credit· must be· carried forward to the earliest of the taxable 

14 years to which, under this provision, the credit may be carried 
forward and then to subsequent taxable years . to the extent not 

16 used. . 

18 8. Priority of credits and carry-forwards. When applying 
the . credi ts and carry-forwards allowed by this subchapter, 

20 carry-forwards under subsection 7 are applied first. 
Carry'-forwards from an earlier year are applied before 

22 carry-forwards from a later year. Any credit, including. 
carry-forwards, allowed for the taxable year pursuant to section 

24 5219-E must be applied before the tax credits,. including 
carry-forwards, allowed by this subchapter. 

26 
Sec. 7. Further study. If the United States Congress enacts 

28 any legislation creating new credits or expanding existing 
credits for research and. development activities during calendar 

30 year 1993, then the Joint Standing Committee on Taxation shall 
study the issues to determine the feasibility of enacting similar 

32 legislation at the state level. 

34 Sec. 8. Application. "Delay credits" means credits allowed by 
the Maine Revised Statutes, Title 36, chapter 822, subchapter II 

36 for tax years that begin prior to July 1, 1993 after application. 
of the limitations provision applicable to that taxable year. 

38 
Notwithstanding any other provlslon of law, a taxpayer may 

40 not claim delayed credits until the taxable year beginning on or 
after July 1, 1993 and before July 1, 1994. Delayed credits are 

42 allowed in full and are not subject to any limitations other than 
those applicable in originally calculating the delayed credits. 

44 For purposes of applying .the 5-year carry-forward provision of 
section 5219-L, subsection 7, the delayed credits are considered 

46 credits first generated in the taxable year beginning on or after 
July 1, 1993 and before July 1, 1994. 

48 
This Act applies to any tax year beginning on or after 

50 January 1, 1993. 
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STA''irEMENT OF FACT, 
i 

This bill ,creates ,income tax, cr:edits,tqproyide businesses 
with incentives for new,. investment: and Job training. A jobs. 
training credit is es.tablished based on educational ass.l.stance 
provided _ by employers, to their employees . The. credit. is equal to 
50~b of the ,amount paid qr incurr.ed .by .theemployer for 
E;!ducational. as;;ist:ance in, maximum amounts of $1, 000 per 

,participating empl~yee. : An apprenticeship credit is established 
for employers who participate. in the Maine Youth, Apprenticeship 
Program. The credit is. 50°1> of the employer.' s costs associated 
wi th the Maine Youth Apprenticeship Progr.am in maxim~ amounts of 
$1, 000 per apprentice. An incremental investment tax. credit is 
established to provide a credit for machinery and equipment 
placed in service in the State, in the current taxable year to the 
extent that the property investment exceeds the taxpayer's 
average over the prior 3 years or such lesser 'period as the 
taxpayer has been in. business in the State. The incremental 
investment tax credit does not apply to property that was 
previously used in the State, but is limit~d to property that was 
placed in service for the first time in the State by the taxpayer 
during the taxable year and to property that was used in another 
state by the taxpayer or other company prior to being placed in 
service for the first time in the' State by the ta~payer during 
the taxable year. Therefore, this. ,credit encourages businesses 
t6 not only purchase new equipment for use in the State but to 
relocate existing equipment from other states into this State. 
The bill also increases the rate of existing investment tax 
credit by 50% and expands that credit to cover expansions of real 
property primarily to house machinery and equipment. The bill 
also requires the Joint Standing Committee on Taxation to study 
the feasibility of enacting at the state level any credits' for 
research and development activities that may be en-acted at the 
federal level. 
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