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Be it enacted by the People of the State of Maine as follows:
Sec. 1. 36 MRSA §5217-C is enacted to read:

§5217-C. Employer-provided health insurance coverage

1. Definitiom. As used in this section, unless the context
otherwise indicates, the term "emploving unit" has the same
meaning as in Title 26, section 1043, except that the employing

unit may employ no more than 5 mplovees,

2. Credit, A taxpayer that is an _employing unit that
provides health insurance coverage including coverage = for
preventive care and that pays at least 50% of the cost of
providing that health insurance coverage to the taxpayer's
employees is allowed a credit against the tax imposed by this
Part for each taxable year egual to the amount by which the c¢ost
to the employing unit of providing that health insurance coverage
exceeds 7.5% of the emploving unit's gross payroll. The amount
of the credit may not exceed $5,000.

3. Limitatiom. The amount of the credit that may be used
by a taxpayer for a taxable year may not exceed the amount of tax
otherwise due under this Part. Any unused credit may be carried

over to the following vear or yvears for eriod n o _exceed 15
years.

4. _Applicatiom. This section applies to health ingurance
coverage _expenses ai in any tax ear innin n_or after
January 1, 1999,

Sec. 2. 36 MRSA §5219-0O is enacted to read:

§5219-0. Health insurance premivm tax credit

1. Definitiom, As used in this section, unless the context
otherwise indicates, the term "employing unit'" has the same

meaning as in Title 26, section 1043, except that the employing

©unit may employ no more than 50 employees.

allowed a credit against the tax imposed by this Part for each
taxable year egual to 20% of the amount of the premium for health
insurance coverage that includes coverage for preventive care
paid by that taxpayer.

3. Eligible tazpayer. A taxpayer is eligible for a credit
under this section if:

A. The taxpayer pays the full premium for health insurance
coverage: or
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B. The taxpayer pays a portion of the health insurance
premium under a health insurance program offered by the

taxpayer's employer,

4, Limitatiom. The amount of the credit allowed under this
section may not exceed $500 in any tax year and may not exceed
the amount of tax otherwise due under this Part. This credit may
not reduce the state income tax to less than zero, Any unused
credit may be carried over to the following year or years for a
period not to exceed 15 years,

5. _Application. This section applies to health insurance

premiums paid in any tax year beginning on or after Janvary 1
1999,

Sec. 3. 36 MRSA §6201, sub-§9, as amended by PL 1993, c. 395,

§28, is further amended to read:

9. Income. "Income" means the sum of Maine adjusted gross
income determined in accordance with Part 8, the amount of
capital gains excluded from adjusted gross income, the absolute
value of the amount of trade or business loss, net operating loss
carry-over, capital loss, rental loss, farm loss, partnership or
S Corporation loss included in adjusted gross income, alimony,
inheritance, 1life insurance proceeds paid on death of insured,
nontaxable lawsuit rewards, such as slander, libel and pain and
suffering, excluding  reimbursements such as medical and legal
expenses assoclated with the case, support money, nontaxable
strike benefits, the gross amount of any pension or annuity,
including railroad retirement benefits, all payments received
under the federal Social Security Act, state unemployment
insurance laws, veterans' disability ©pensions, nontakable
interest received from the Federal Government or any of its
instrumentalities, interest or dividends on obligations or
securities of this State and its political subdivisions and
authorities, workers' compensation and the gross amount of "loss
of time" 1insurance, cash public assistance and relief, but not
including relief granted under this chapter. Income does not
include the first $5,000 in the proceeds from a life insurance
policy, whether paid in a lump sum or in the form of an annuity.
Income also does not include gifts from nongovernmental sources
or surplus foods or other relief in kind supplied by a
governmental agency. Income does not include an amount equal to
the premium paid for health insurance c¢overage that includes
coverage for preventive care,

SUMMARY

This bill makes the following changes to the laws governing
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the tax treatment of the cost of health insurance.

1. It provides a tax credit to small businesses that
provide health insurance coverage for employees if the cost of
that coverage exceeds 7.5% of gross payroll.

2. It provides a tax credit to taxpayers who pay for their
own health insurance coverage.

3., It exempts from the definition of income under the Maine
Residents Property Tax Program, the "circuit breaker" program, an
amount equal to the premium paid for health insurance coverage
that includes coverage for preventive care.
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