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L.D. 2357

DATE: l//,)’)/oo (Filing No. 5- TBY)

Reproduced and distributed under the direction of the Secretary
of the Senate.

STATE OF MAINE
SENATE
119TH LEGISLATURE
SECOND REGULAR SESSION

SENATE AMENDMENT * " to COMMITTEE AMENDMENT "A" to S.P.
905, L.D. 2357, Bill, "An Act to Amend the Maine Seed Capital Tax
Credit Program"”

Amend the amendment by striking out everything after the
title and before the summary and inserting in its place the
following:

‘Amend the bill by striking out everything after the
enacting clause and before the summary and inserting in its place
the following:

‘Sec. 1. 10 MRSA §1100-T, sub-§2, A, as enacted by PL 1987,
c. 854, §§2 and 5, is amended to read:

A, A tax credit certificate may be issued in an amount not
more than 30% of the amount of cash actually invested in a
Maine business in any calendar vyear. For certificates

ri 1 2 r inv m m r Jul
2 i rtif] m 1 in an
m han 40% h n £ 11
invested in a Maine business in any calendar year,

Sec. 2. 10 MRSA §1100-T, sub-§2-B is enacted to read:
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SENATE AMENDMENT "A" to COMMITTEE AMENDMENT "A" to S.P. 905,
L.D. 2357
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SENATE AMENDMENT " " to COMMITTEE AMENDMENT "A'" to S.P. 905,
L.D. 2357

business invested in by a private venture capital fupd in
WMM_M
does not mit Qg_hg; ygs; ent by any agpl;g nt fgr wh;g

wner i h rincipal owner' re n
itl redi with r i ment in

Page 3-LR3481(6)

SENATE AMENDMENT



10
12
14
16
18
20
22
24
26
28
30
32
34
36
38
40
42
44
46
48

50

SENATE AMENDMENT "A" to COMMITTEE AMENDMENT "A" to S.P. 905,
L.D. 2357

Sec. 3. 10 MRSA §1100-T, sub-§4, as amended by PL 1997, c.
782, §4, is further amended to read:

4. Total of credits authorized. The authority may issue
tax credit certificates to investors eligible pursuant to
subseetien subsections 2. 2-A and 2-B in an aggregate amount not
to exceed $2,000,000 up to and including calendar year 1996,
$3,000,000 up to and including calendar year 1997, amd $5,500,000
up to and including calendar year 1998, and =net--to--exeeed
$7,-000,000 $8,000.000 thereafter. In-additien,--the -authority-may
issue - tax--gredit-ecertificates-to--investers-eligible- pursuant-te
subsection-2-A-in-an-aggregakte-ameunt-not-te-erceed-$1,000,000~

Sec. 4. 36 MRSA §5216-B, sub-§2, as enacted by PL 1987, c.
854, §§4 and 5, is amended to read:

2. Credit. An investor shall-be is entitled to a credit
against the tax otherwise due under this Part equal to 30%-ef the
amount of the iavestment Ltax credit certificate issued by the
Finance Authority of Maine in accor Qaggg with Title 10, section
1 ~T limi hi In the case of
partnerships amd, limited liability com pgg;gs, S corporations,
nontaxable trusts, and any other entities that are treated as
flow-through entities for tax purposes under the Code. the
individual partners ez, members, _stockholders, beneficiaries
shall or equity owners of such entities must be treated as the

investors under this section and shall-be are allowed a credit
against "the tax otherwise due from them under this Part in
proportion to their respective interests in those partnerships

efkl_m;_ted_l_a_b_;_uy_ggmp_mm._s_mw_o_a_um& trusts or other

w-thr h . Except as 1limited or authorized by
subsection 3 or 4, 50% of the credit shail must be taken in the
taxable year the investment is made and 50% in the next taxable
year.

Sec. 5. Application. This Act applies to tax credit
certificates issued on or after the effective date of this Act
for investments made on or after the effective date of this Act.

Sec. 6. Appropriation. The following funds are appropriated
from the General Fund to carry out the purposes of this Act.

2000-01
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SENATE AMENDMENT ')ZX" to COMMITTEE AMENDMENT "A" to S5.P. 905,
L.D. 2357

ADMINISTRATIVE AND FINANCIAL
SERVICES, DEPARTMENT OF

Reserve for Tax Credits
Unallocated $150,000

Provides funds to be set aside in a reserve
account within the Bureau of Revenue
Services. The amounts may not lapse but
must carry forward until June 30, 2003 when
any remaining balance in the account must
lapse to the General Fund. Prior to the
close of each fiscal year, the State Tax
Assessor in consultation with the Finance
Authority of Maine shall determine the
amount of the General Fund revenue lost as a
result of this Act and notify the State
Controller of the amount. The State
Controller shall transfer that amount to the
General Fund at the close of the fiscal
year. The Finance Authority of Maine will
provide a report to the joint standing
committee of the Legislature having
jurisdiction over business and economic
development matters prior to September 1st
of each year through 2003 that evaluates any
increase in investment by individuals and
private venture capital funds in eligible
Maine businesses.''

FISCAL NOTE

This amendment reduces the General Fund cost of the bill by
$90,142 in fiscal year 2000-01, $383,523 in fiscal year 2001-02
and $412,070 in fiscal year 2002-03. As amended, this bill has a
General Fund cost of $150,000 in fiscal year 2000-01.

As amended, the changes to the Maine Seed Capital Tax Credit
program will decrease individual income tax collections by
$50,479 in fiscal year 2000-01, $56,047 in fiscal year 2001-02
and $42,358 in fiscal year 2002-03. The reduction of these tax
collections will decrease the amounts transferred to the Local
Government Fund for state-municipal revenue sharing in those
years by $2,574, $2,858 and $2,160, respectively. The resulting
net reductions of General Fund revenue will be $47,905 in fiscal
year 2000-01,  $53,189 in fiscal year 2001-02 and $40,198 in
fiscal year 2002-03, These reductions of General Fund revenue
will be offset by transfers to the General Fund at the close of
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SENATE AMENDMENT "K’ to COMMITTEE AMENDMENT "A" to S.P. 0905,
L.D. 2357

the fiscal year resulting in no net effect on General Fund
resources. The transfers will be made each year from the reserve
account funded with a one-time General Fund appropriation of
$150,000 in fiscal year 2000-01.

SUMMARY

This amendment expands the Maine Seed Capital Tax Credit
Program to encourage individuals and private venture capital
funds to invest in eligible Maine businesses for a 1limited
period. For investments made after the effective date of the
bill and prior to July 1, 2001, the amendment permits the Finance
Authority of Maine to issue tax credit certificates for up to
40%, instead of 30%, of an investment made in an eligible
business or made in or unconditionally committed to a private
venture capital fund provided the authority determines that the

fund has a focus on investing in Maine companies. The remainder
of the credit would be available to the investors once the
venture capital fund has made eligible investments. If the fund

fails to make sufficient eligible investments within 3 years, the
credit would be revoked.

The additional credit for investments is repealed on July 1,
2001.

The current law limit of $1,000,000 on aggregate tax credits
that can be allocated to investments made by venture capital
funds is repealed. Investors in a fund collectively would not be
entitled to a credit for any portion of ownership of a business
in excess of 50%.

This amendment also provides an appropriation of $150,000
for a reserve fund from which, annually, the State Controller

shall transfer to the General Fund the amount of General Fund
revenue lost as a result of this Act.

SPONSORED BY: ;%/0/7@/ Z</ %/C/W
(Senator MICHAUD) Qg
COUNTY: Penobscot
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