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An Act to Support Maine Businesses by Establishing a Pass-through Entity Tax and Tax Credit
L.D. 
An Act to Support Maine Businesses by Establishing a Pass-through Entity Tax and Tax Credit
[bookmark: _ENACTING_CLAUSE__aaea1d9f_7c36_4a87_b84][bookmark: _DOC_BODY__c7d2dfef_3eab_436d_870e_47e74][bookmark: _DOC_BODY_CONTAINER__df27aa08_9996_46e7_][bookmark: _PAGE__1_c083fff4_d72a_4461_9950_abce72f][bookmark: _PAR__1_008c9429_5f2e_4955_bafe_e00afacc][bookmark: _LINE__1_82a3ff75_7732_4942_aefb_fb0862b]Be it enacted by the People of the State of Maine as follows:
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[bookmark: _STATUTE_NUMBER__45febdff_8c59_46b7_875d][bookmark: _STATUTE_P__4440b93c_6d3e_4509_a4ff_c614][bookmark: _PAR__10_75782c7e_3d52_405f_97cc_ee5accb][bookmark: _LINE__18_9f2f4850_eba2_459c_9b36_078424][bookmark: _STATUTE_CONTENT__87935890_fcc8_4220_bc3]A. A shareholder of an S corporation;
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[bookmark: _STATUTE_NUMBER__6bb43030_7ae2_40bb_a918][bookmark: _STATUTE_SS__95604b51_8691_4144_9e69_036][bookmark: _PAGE__2_a0a3bcd9_2d0b_4e23_b444_07572ac][bookmark: _PAR__1_3103f995_3c74_42a2_a355_b8844103][bookmark: _LINE__1_d5f1c53e_e634_4413_991f_21f6063][bookmark: _STATUTE_HEADNOTE__1b981bf8_a102_4274_8e][bookmark: _STATUTE_CONTENT__f3a9bb41_050e_41f0_86b][bookmark: _LINE__2_4d4801e1_cdf4_4146_b19c_9c0c0aa][bookmark: _LINE__3_5a284b62_22ea_4eb5_b528_9c61a67][bookmark: _LINE__4_97077b7b_b53b_4dde_a0bf_7991fed]2.  Imposition and calculation of tax.  Notwithstanding any provision of law to the contrary, a tax is imposed on an electing pass-through entity. The tax is the sum of each member's distributive share of Maine taxable income as calculated under this Part, multiplied by the highest rate of tax applicable to the individual under section 5111.  
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[bookmark: _STATUTE_NUMBER__cae25199_f506_4313_a0de][bookmark: _STATUTE_SS__60c1d0f1_406c_4ef3_b0a6_7b3][bookmark: _PAR__7_cb25be6a_875c_4b4d_b5ef_3798b408][bookmark: _LINE__22_59769d73_0e36_4471_8236_b51180][bookmark: _STATUTE_HEADNOTE__a6497ea2_d116_45fe_bd][bookmark: _STATUTE_CONTENT__ce636030_3db6_4db3_a31][bookmark: _LINE__23_735a0d6f_e29a_4691_a12d_5cc056][bookmark: _LINE__24_626c73e4_b32c_457f_b9d2_e0e55b][bookmark: _LINE__25_761078f3_bef5_42e3_b940_572349][bookmark: _LINE__26_b81b94ab_081e_4e56_9396_907159][bookmark: _LINE__27_adaf439a_a329_45c1_bca2_7d4aee][bookmark: _LINE__28_69f20c66_f07c_4fef_ac2a_0bbc74]8.  Amount of credit.  A member of an electing pass-through entity is entitled to a credit equal to 90% of the member's share of the tax paid pursuant to this chapter.  If the amount of the credit authorized by this subsection exceeds the member's tax liability imposed pursuant to this chapter, the excess amount is refundable to the member.  A member claiming a credit pursuant to this subsection may not deduct from that member's Maine taxable income those amounts of Maine income taxes paid by the member on that member's distributive share of income from the electing pass-through entity.  
[bookmark: _STATUTE_NUMBER__a93ea6cf_4cb6_40e0_828c][bookmark: _STATUTE_SS__2c2e886c_59a2_4265_a8ed_f14][bookmark: _PAR__8_2e6d365b_8dd7_44c0_bd1c_5a913db7][bookmark: _LINE__29_9948d348_3356_4a03_a6e7_7190e8][bookmark: _STATUTE_HEADNOTE__6fc74e68_09a9_4cbf_89][bookmark: _STATUTE_CONTENT__1d6417c9_3b83_40d8_a37][bookmark: _LINE__30_e2c15acb_61a7_46c0_9134_9ececb][bookmark: _LINE__31_c02fb886_a72f_4128_9bf3_3175d2][bookmark: _LINE__32_c0b5ef92_52f8_4d2b_892c_26dbc0][bookmark: _LINE__33_412f19a9_c265_4d78_8693_c033cd][bookmark: _LINE__34_05f5f65b_776e_4618_8e27_e38cc3][bookmark: _LINE__35_d0fae1a7_6277_47fd_a8d2_e57df8][bookmark: _LINE__36_d7998a9a_8a0d_46ba_9407_7910ca][bookmark: _LINE__37_20286ca8_0bf2_4edb_a0ed_2617a6][bookmark: _LINE__38_efdfaf3a_8868_4914_a601_c88c5c][bookmark: _LINE__39_a6a328dc_f247_4558_bbab_efd67e]9.  Effect of taxes paid in and credit from other jurisdictions.  A member that is subject to the tax imposed by this chapter as a resident or part-year resident of the State is entitled to a credit for the direct member's or indirect member's pro rata share of taxes paid to another state or to the District of Columbia on income of any partnership or S corporation of which the person is a member if the taxes paid to another state or to the District of Columbia result from a tax that the director of taxation for that state or the District of Columbia determines is substantially similar to the tax imposed pursuant to this chapter.  A credit must be calculated in a form and manner prescribed by that director of taxation consistent with the provisions of this section.  If the amount of the credit authorized by this subsection exceeds the member's tax liability for the tax imposed pursuant to this chapter, the excess amount is not refundable and may not carry forward.  
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[bookmark: _STATUTE_CONTENT__8645d660_98c7_4af2_ad9][bookmark: _STATUTE_P__10206ff6_ec0f_45ba_807d_826f][bookmark: _PAGE__3_fbd61a3a_b26f_4c76_b262_98ee10e][bookmark: _PAR__1_0d38e8db_79ee_4372_9659_1dcd9313][bookmark: _LINE__1_e276eca2_cccb_47bb_a781_df8d190][bookmark: _LINE__2_70ae3cba_c655_4a38_ab18_daf8b74]The bureau may adopt rules to implement this chapter.  Rules adopted pursuant to this section are routine technical rules pursuant to Title 5, chapter 375, subchapter 2-A.
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[bookmark: _STATUTE_S__f36d393b_e687_40cb_bf43_2a6f][bookmark: _PAR__3_84bae685_c5b8_4c45_8ab8_60f5e719][bookmark: _LINE__5_9bc70e38_2691_43b9_bb66_48e25d5][bookmark: _STATUTE_NUMBER__d77894f6_a0f3_40d4_be08][bookmark: _STATUTE_HEADNOTE__fb8ef80e_ea2b_40c8_a2]§5190.  Entity not taxable
[bookmark: _STATUTE_CONTENT__2d99cea1_df0a_47fc_8e6][bookmark: _STATUTE_P__f3438c64_5639_407d_81cc_0ff3][bookmark: _PAR__4_162b230e_c318_4121_8b0c_94a76828][bookmark: _LINE__6_e24208f5_b2cf_40c3_8c42_761ec87][bookmark: _PROCESSED_CHANGE__fb6166dc_95e0_4d50_95][bookmark: _LINE__7_64928a41_a551_4aba_8a3b_82e309f][bookmark: _LINE__8_ad28c231_d310_470c_b231_75790c0][bookmark: _LINE__9_974db818_9232_43c3_ad59_48d1e77][bookmark: _CROSS_REFERENCE__6ac3d70a_4442_4438_bec][bookmark: _CROSS_REFERENCE__01aa08a8_e73c_41af_904][bookmark: _LINE__10_a802b3cb_78fd_401e_9fd8_e08502][bookmark: _CROSS_REFERENCE__fdf0eff9_3b92_4aca_87b]A partnership is not subject to the tax imposed by this Part except as provided in chapter 814A. Persons carrying on business as partners  are liable for the tax imposed by this Part only in their separate or individual capacities.  This section does not apply to the taxes imposed by chapters 819 and 827 or the tax imposed on partnership audit adjustments pursuant to subchapter 2.
[bookmark: _APPLICATION_CLAUSE__321032ba_84b7_4b62_][bookmark: _PAR__5_7124a8e9_2a28_4106_bad7_2ad6f866][bookmark: _LINE__11_c197db8e_ec7f_426b_a602_564563][bookmark: _BILL_SECTION_NUMBER__2c32c271_1555_4e99][bookmark: _LINE__12_5a18cee6_18ed_42dc_b8e9_6ee55b]Sec. 3.  Application. This Act applies to tax years beginning on or after January 1, 2025.
[bookmark: _SUMMARY__b675a54c_787e_4196_92e7_90dc14][bookmark: _PAR__6_ed722928_5287_415e_9f96_1761c0a0][bookmark: _LINE__13_c7ef8eeb_def5_4252_8f34_db5879]SUMMARY
[bookmark: _PAR__7_ecfec75e_f9b9_4714_8703_70abe4cd][bookmark: _LINE__14_e2e308ac_dc81_4434_9fad_c1e297][bookmark: _LINE__15_43be8608_c332_485c_acb1_f88e30][bookmark: _LINE__16_3bf418df_76cc_4c8f_a048_e88d77][bookmark: _LINE__17_cef4586e_5ab7_4b20_81f1_c10eb3][bookmark: _LINE__18_0f127f84_8169_483d_85d4_da29ba]This bill establishes, for tax years beginning on or after January 1, 2025, a pass-through entity tax on the income of partners and shareholders of S corporations to permit certain entities to elect to pay Maine income tax at the entity level.  The effect of this is to allow a member of a pass-through entity a credit of 90% of the member's share of Maine income taxes paid as a pass-through entity.
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