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118th MAINE LEGISLATURE 

FIRST REGULAR SESSION-1997 

Legislative Document No. 1397 

H.P.I005 House of Representatives, March 5, 1997 

An Act to Encourage the Development of High-technology Industry in 
the State. 

(EMERGENCY) 

Reference to the Committee on Taxation suggested and ordered printed. 

Presented by Representative DONNELL Y of Presque Isle. 
Cosponsored by Senator HARRIMAN of Cumberland and 
Senators: JENKINS of Androscoggin, PINGREE of Knox. 

Printed on recycled paper 



Emergency preamble. Whereas, Acts of the Legislature do not 
2 become effective until 90 days after adjournment unless enacted 

as emergencies; and 
4 

Whereas, the world is witnessing revolutionary change in 
6 various fields of high technology, including electronic 

communications, the Internet and computer equipment, software and 
8 services, and the rapid integration of these new technologies 

into commerce will have important implications for the economic 
10 future of regions and states that are quick to adapt to these new 

technologies and create environments beneficial to their 
12 development; and 

14 Whereas, emerging high-technology industry is producing 
economic growth built upon a foundation of high-quality, 

16 high-wage jobs, with little, if any, environmental impact, and is 
consistent with the quality of life of which the people of this 

18 State are justly proud; and 

20 Whereas, some regions and states have already attracted a 
core of high-technology businesses to serve as a magnet for 

22 growth and to expand the economic opportunities available to 
their citizens; and 

24 
Whereas, the Maine Economic Growth Council has determined 

26 that the State's national ranking in technology resources should 
improve from 44th to 35th by 2005; and 

28 

30 

32 

34 

36 

38 

Whereas, the scale of the 
that new economic development 
substantial coinvestments by the 
science and technology enterprise 

challenge is of such magnitude 
paradigms are necessary and 
private and public sectors in 

in the State are needed; and 

Whereas, in light of the rapid advances 
provisions of this legislation encouraging 
high-technology industry in this State 
immediately; and 

in the industry, the 
the development of 
must take effect 

Whereas, in the judgment of the Legislature, these facts 
40 create an emergency within the meaning of t.he Constitution of 

Maine and require the following legislation as immediately 
42 necessary for the preservation of the public peace, heal th and 

safety; now, therefore, 
44 

Be it enacted by the People of the State of Maine as follows: 
46 

PART A 
48 

Sec. A~l. 36 MRSA §1752, sub-§17-A, ~F, as amended by PL 1993, 
50 c. 701, §3, is repealed. 
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2 Sec. A-2. 36 MRSA §§5219-L and 5219-M are enacted to read: 

4 §5219-L_._~~~~re~Jt for substantially increased research 
and development 

6 
1. S~er cre9it allowed for substantial expansions of 

8 r~search and .development. A taxpayer qualifying for. a research 
expense tax credit under section 5219-K is allowed an additional 

10 credit against tax due. equal to the excess~ if any, of the 
~ualified research e~l?~nses for the taxable year over the super 

12 credit bas~ amount. For purposes of this sectiom "super credit 
base amount" means the average amount spent on quali_fied research 

14 flxpenses by the taxpayer in the 3 years immediatelY.--lll.-eceding the 
effective date of this sectio~ .. ill-creased by 50°-0. The SU12er 

16 ~reCLi .. t allowed under this subsection a121».l1.es_ onl.Y--~ the 
eX1»e.ndi tures for research conducted in thi s State. 

18 
A!L....._.I"imitat.:i.on on su~,r credit allowed. ThEl credit allowed 

20 Jd..:mlfJ .... L .. this section is limited. to 100'1-0 of . a cor12oration' s _first 
~_5..L..000 of tax du~~ determ.:L.u.ed .. before the .g11owance of~ 

22 yedi..h§, 1»lus 75°-0 of th~LCOI'1»orQtions's tax d1J.SLr.. . ......£ULdetermi.u.ed in 
ex c e s 1i.~_LlI!.22&0 0 . 

24 
;t"---__ Reduction not less than base amount. tax liab.ility. '!:pe 

26 ~red.i..t.-....Q.l.lQ.wed under this section for any taxable year may not 
.reduG..!Lthe tQ~ dtJ.~ __ t..~less thalL.the base amounL . .l'lhich_is defj.n~g 

28 2Ji .. _. th~ av:ergg .. e_ .. _.t.9..~ __ due _..Qy.... __ tll.JL.....taxPJ!Y5t.L- dur in.9-_ the ___ 3_~ars 
immed..i.2 .. tj:!_J,-Y_~Gedi!l---9-J;ll.e eftective dat.e of this section. 

30 
1_. __ Carry~ve~Q_puc~eedi~~rs. ___ A_tax~ entitled to 

32 a credi t .. ll11Q.~...r __ ..tbis~ctio~Q.L........9.nY_taxabliL.-Y-f;ar may carry ove;r 
2nd S!l2.P.lY __ t..Q_. the tax pue __ :!;".QK .. ........S!ill'--- one or more of the ne.xt 

34 succeeding .. _ .. 1.5_ .. j;.axabJ_!L~IJi..-J;~ortio~as reduced from year to 
Y5L~_ .. .Q.L_th..~ili_t. tha,t exceeds the tax due for .. thL..t2xable. 

36 y~ar. __ 1Ltaxpayer may carrY..-J2Yer Q~to the tax due for any 
Q.Jd..Q.se.ill!...ent _t.axabl§' .... .Y~Q.L the_J2.Q.Ltion of those credi ts, as .r.educeq 

38 J....LQJJL-year tQ...Y-ear_L not allowe.d.....Qy subsection 3. 

40 5. Limi.t.2.tion. The credi t 1»rovided Qy_. this.......§S1ctioQ.JIljj..Y.. .. 119..t 
.!L~_JJ.j2N_.t_Q reduc;e the taxl?.9.Y_~r-'-.§ .. tax liability under this _Pa,rt_to 

42 21L_.9,mOun.t_J--e~ than.-.t.bJL .. _9-mOunt 1»aid !;>~ the tax1»ayer in the 
preceding taxable year. 

44 

46 

48 

50 

§5V.9-=.M-,,-__ Hi\I.h-technology investment tax credit 

.. L __ Defin..itionfi--,,_--.-b .. ~ used. in 
context otherwise indicates~ the 
fol~9wing meani~ 

this section, unless the 
following term~Q.ve~ 
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2 

4 

6 

8 

10 

12 

14 

16 

18 

20 

A. "High-technology activities" means: 

(I) The manufacture, creation or production ~ 
-"c,-"o,-"m",p"-u",-",t~e""r __ -,e~q=u,-",i",,p=me n t-L. e Ie c t r 0 lli-_ compo ne n t s and 
accessor ies , communications eg.lJi.12-'llent and computer 
soft\o@.r~ 

L~ The provision of .communjcations serv.ices, mediG 
s e rv ice s , da ta ac ce s s _-"s,-,e,,--,r~v~i~c,-,e,,--,s~,_~l=' n=t~e,-"r,--"n=e~t_----"a=cc e s s 
services, Internet sUl?-l?-0rt services or other related 
communication services; and 

(3) The provis_ion by the taxpayer of "telephone . ...2K 

_telegraph service" l!sing "telecoITl!nunications.-------.9l1.Q 
telegraph equipment" as those terms are defined i.n 
section 1752, subsections. 18-A_ and 18-B, regardle~.§--9f 

X!:pether the service.JK.QyideQ..-J'LQ.ul<L..1:>.JL_19xable .JJnder-. 
section 1752, and as if the servic~provi~ed origin~Q 
.gnd .terminated wi thin this Stqte. 

B. "Investment credit base of equiEIDent" means the total 
22 .original l:!.i;!§is of the~ligiblJL..SLquipment for federal incQJll_e. 

ta~J?urposes of the taxpa.Yfir for eq1.!.ipme~that waJLJ21.ac~g 

24 into service _.!.QL-tJ;1e first time ,in _thg St.ate _by. the .taxp.mre..r 
or other person during .. thJ",,-- ta~..L for -"'LPich t.he--i:! . .regiLis. 

26 claimed. 

28 .2. P~Lchase.L.-QL~ligible_(tq!lj.pmenj:.L._grediL..Qllowe~ __ A 
taxpayer that l?-urchases and uses eliglp~ equipment o~urch~s~s 

30 and _ I e a ~ eli 9 i b I e e~me I1....L to .iLl?-e r.s..QJLJ;.oL.JJ2.JLh._tD.a t--J2~.I§.QJl 
in the provision of. high-techn.ology acti yi- ti.Ji!L.ill2Y-~JiJ.ilJL.9-_sre9.it 

32 in the_gffiQunt of the investment credit base of ~uil?-!!l~.1lt-,--net._of 

a~ as~aymen t!.L.K eceJ ved.._f 0 C_.t.h~_Gl..ig.ilL-UL---.SLW pmen t._in.-.the 
34 taxable ye~ 

36 3. Lessor of eligible ruLuipment; credit allowed. A 
ta~payer that leases and uses eligiblJL.~quipJll.t;Lnt_Q.L..l.ea~eS .j:llld 

38 subleases eligible ~uipment.--.-t..~~12§xson for use_~t..haL.~son 
_L.:q.-tD.§-flrovi sion of high-technolo...gy.---.£cJ;,Ly i ties_may _.clgj,ill_a c redlt 

40 in the amount of the lease l?-ayments mqde on the eli9_Lble 
mluipment, net of subleas~ments .received in the taxable-----Ear-,---

42 
~._ Eligib;Le _~1!ipment_. __ ~q.u il?-ille nt_e I i 9 ib I e_--Lo r thg_~rgd..Lt 

44 allowed under this section includes: 

46 A. All computer equipment... electronics __ components-----.£I1d 
accessories, communications equipment and compute~ft~9L~ 

48 anq 
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B. All "telecommunication or telegraphic equipment" 
2 necessary to the .---P.£Q.vision of "telephone. or telegraph 

seryice" as those terms are defined in section 1752, 
4 subsections 18-A and 18-B, regardless of whether the service 

provided would be taxable under section 1752 and as if the 
6 ~~rvice provided originated and terminated within this State. 

8 ~Jj,giJ2J,JLi~g;uipment must be ~!;:!d into service in the State. 

10 

12 

14 

.",-5-"-._-,L",~""·m""",i-"t",a..,t",,i,,-,o,,,n .. -,,-._-=T,...h,,-,e credit provided by this section may not 
be used to reduce the taxpayer's tax liability under this Part to 
an amount less than the amount paid by the ta~x~p~a~y~e~r~_"~~'n~_t~h~e 

Rreceding taxable year. 

16 PART B 

18 Sec. Bal. Commission established. The Commission to Study the 
Restructuring of the State's Fiscal Policies to Promote the 

20 Development of High-technology Industry in Maine, referred to in 
this Part as the "commission," is established. 

22 
Sec. B-2. Issues. The commission shall study the fiscal 

24 issues associated with the encouragement and development of 
high-technology industry in the State, including specifically 

26 issues affecting providers of computer equipment:, computer 
software, electronic components and accessories, communications 

28 equipment and communications services. The scope of the 
commission's study includes, but is not limited to: 

30 
1. An examination and report on state fiscal policies, 

32 laws, regulations and financial incentives for the growth and 
development of high-technology industry in the State, relative to 

34 those of other states; 

36 2. An examination and study of the key fiscal issues 
affecting the State's high-technology industry; and 

38 
3. An examination and a report outlining specific 

40 legislative recommendations for restructur ing the State's fiscal 
policies, laws and rules to create to create comparative 

42 advantages designed to encourage the beneficial expansion of 
high-technology industry in the State. 

44 
Sec. B-3. Membership. The commission consists of 29 members 

46 appointed as follows: 

48 1. Two members of the Senate, appointed jointly by the 
President of the Senate and the Speaker of the House, one of whom 
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must be a member of the majority party and one of whom must be a 
2 member of the minority party; 

4 2. Two members of the House of Representatives, appointed 
jointly by the President of the Senate and the Speaker of the 

6 House, one of whom must be a member of the majority party and one 
of whom must be a member of the minority party; 

8 
3. Twenty members, 7 of whom must be appointed by the 

10 President of the Senate, 7 of whom must be appointed by the 
Speaker of the House and 6 of whom must be appointed by the 

12 Governor. Two of the appointments by the President and 2 of the 
appointments by the Speaker must be made upon the recommendation 

14 of the minority floor leader of the respective chamber. These 
members must include: 

16 

18 

20 

22 

24 

26 

28 

30 

32 

34 

36 

38 

40 

42 

44 

46 

48 

A. Six representatives with practical experience and 
knowledge of high-technology industry, including one person 
whose background includes significant experience in computer 
equipment, one person whose background includes significant 
experience with electronic components and accessories, one 
person whose background includes significant experience with 
communication equipment, one person whose background 
incl udes significant experience wi th communication services 
and 2 people whose backgrounds include significant 
experience with computer software; 

B. Four representatives from the academic community, 
including one economist who has practical experience and 
knowledge of high-technology industry and its impact on 
economic development, one representative with knowledge of 
electronic communications and computer software, one 
representative with knowledge of electrical engineering; and 
one representative of the Maine Technical College System; 

C. Five representatives of industries likely to be affected 
by the development of high-technology industry, including 
one person who represents the health care industry, one 
person who represents major manufacturers, one person who 
represents small businesses, one person who represents t_he 
banking and financial services industry and one person who 
represents the tourism industry; and 

D. Five representatives 
person who represents 
organization, one person 
interest environmental 
represents a nonprofit 

from the public, including one 
a nonprofit consumer advocacy 

who represents a nonprofit public 
organization, one person who 

organization with an interest in 
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2 

4 

encouraging international trade by Maine concerns and 2 
persons who represent the general pUblic; and 

4. The State Planning Director, the Commissioner of 
Administrative and Financial Services, the Commissioner of 

6 Economic and Community Development and the President of the Maine 
Science and Technology Foundation, who are ex officio members. 

8 
Sec. B-4. Appointments. All appointments must be made no 

10 later than 30 days following the effective date of this Part. 
The appointing authorities shall notify the Executive Director of 

12 the Legislative Council upon making their appointments. When the 
appointment of members is complete, the Chair of the Legislative 

14 Council shall call and convene the first meeting of the 
commission no later than 2 months from the effective date of this 

16 Part. 

18 

20 

Sec. B-S. Staff assistance. The commission 
staffing assistance from the Legislative Council. 

shall request 

Sec. B-6. Reimbursement. The commission members who are 
22 Legislators are entitled to receive the legislative per diem, as 

def ined in the Maine Revised Statutes, Ti tle 3, section 2, for 
24 each day's attendance at meetings of the commission. All members 

of the commission are entitled to reimbursement for travel and 
26 other necessary expenses upon application to the Legislative 

Council. The Executive Director of the Legislative Council shall 
28 administer the commission's budget. 

30 

32 

34 

36 

38 

40 

42 

Sec. B-7. Chair. 
select a member to 
subsequent meeting, 
among its members 
committees. 

The commission 
serve as chair. 
the commission 
and establish 

shall, at its first meeting, 
At the first meeting or a 

may select a vice-chair from 
programmatic and structural 

Sec. BmS. Meetings. 
necessary. 

Sec. B-9. 
employ staff 
professional, 

Staffing. 
as needed 

legislative 

The commission may meet as often as 

If funding permits, the commission may 
and may contract for administrative, 
drafting and clerical services. 

Sec. B-IO. Funding. The commission may seek, accept and 
44 expend outside sources of funding to carry out the commission's 

activities. The Legislative Council shall administer any outside 
46 funds acquired for the purposes of this Part. 

48 Sec. B-il." Report. The commission shall present its findings 
and any recommended legislation to the Second Regular Session of 

50 the 118th Legislature by December 1, 1997. 
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2 

4 

6 

8 

Sec. B-12. Allocation. The following funds are allocated from 
Other Special Revenue to carry out the purposes of this Part. 

1997-98 

LEGISLA TURE 

Commission to Study the Restructuring 
10 of the State's Fiscal Policies to Promote 

the Development of High-technology 
12 Ind ustry in Maine 

14 Personal Services $25,000 

16 Provides funds to the commission for staff. 

18 Emergency clause. In view of the emergency cited in the 
preamble, this Act takes effect when approved. 

20 

22 SUMMARY 

24 The purpose of this bill is to encourage the development of 
high-teChnology industry through the repeal of the sales tax on 

26 custom computer softwar.e, the expansion of the existing tax 
credit for research and development and through the creation of a 

28 new section of the State's investment tax credit that will apply 
specifically to high-technology industry. 

30 
In Part A of the bilL a "super credit" is created to expand 

32 the State's existing research and development tax credit for 
taxpayers who increase their research and development 

34 expendi tures "Ii thin the State by 50'l-o or more over their current 
levels. The taxpayer is not allowed to use the credit to reduce 

36 tax liability from the prior year's level. This limitation is 
designed to encourage expansion of investments that would 

38 otherwise not occur, while at the same time protecting the 
State's revenue base. 

40 
Part A also establishes a high-technology investment tax 

42 credit that allows tax credit for investments in computers, 
computer software, electronic equipment and communications 

44 equipment used in high-technology activities. These activities 
include the manufacture and production of computers, computer 

46 software, electronic equipment and communications equipment, as 
well as the provision of media and high-technology communications 

48 and support services on the Internet., Equipment used by 
telecommunications service providers is also eligible. The 

50 high-technology investment tax credit is capped at the amount of 
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the taxpayer's prior year tax liability, to ensure the protection 
2 of the State's revenue base. 

4 Part B of the bill establishes the Commission to Study the 
Restructuring of the State's Fiscal Policies to Promote the 

6 Development of High-technology Industry in Maine. 
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