HP1228, LD 1718, item 1, 126th Maine State Legislature
An Act To Improve the Job Creation Through Educational Opportunity Program

PLEASE NOTE: Legislative Information cannot perform research, provide legal
advice, or interpret Maine law. For legal assistance, please contact a qualified attorney.

An Act To Improve the Job Creation
Through Educational Opportunity Program

Beit enacted by the People of the State of Maine as follows:
Sec. 1. 20-A MRSA 812541, sub-82, asamended by PL 2009, c. 553, Pt. A, 82, is repealed.
Sec. 2. 20-A MRSA 812541, sub-82-A, asenacted by PL 2009, c. 553, Pt. A, §3, isrepealed.

Sec. 3. 20-A MRSA 812541, sub-84-A, asenacted by PL 2009, c. 553, Pt. A, 84, isrepealed
and the following enacted in its place:

4-A. Financial aid package. "Financial aid package' means financial aid obtained by
a student after December 31, 2007 for attendance at an accredited Maine community college, college
or university after December 31, 2007. For purposes of a qualified individual claiming an educationa
opportunity tax credit for tax years beginning on or after January 1, 2013, "financial aid package" may
include financia aid obtained for up to 30 credit hours of course work at an accredited non-Maine
community college, college or university earned prior to transfer to an accredited Maine community
college, college or university, if the 30 credit hourswere earned after December 31, 2007 and the transfer
occurred after December 31, 2012. For purposes of an employer claiming an educational opportunity tax
credit for tax years beginning on or after January 1, 2013, "financial aid package' may include financia
aid obtained by aqualified employee after December 31, 2007 for attendance at an accredited non-Maine
community college, collegeor university after December 31, 2007. Thefinancial aid package may include
private loans or |ess than the full amount of 1oans under federal programs, depending on the practices of
the accredited Maine or non-Maine community college, college or university. Loans areincludablein the
financia aid package only if entered into prior to July 1, 2023.

Sec. 4. 20-A MRSA 812541, sub-87, asamended by PL 2009, c. 553, Pt. A, §7, is repealed.
Sec. 5. 20-A MRSA 812541, sub-88 isenacted to read:

8. Qualified employee. "Qualified employee’ has the same meaning as in Title 36, section
5217-D, subsection 1, paragraph E.

Sec. 6. 20-A MRSA 812541, sub-89 isenacted to read:

9. Qualified individual. "Qualifiedindividua" hasthe same meaning asin Title 36, section
5217-D, subsection 1, paragraph G.

Sec. 7. 20-A MRSA 812542, sub-81, as enacted by PL 2007, c. 469, Pt. A, 81, is amended
to read:
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1. Program created; goals. The Job Creation Through Educational Opportunity Program,
referred to in this chapter as "the program,” is created to reimburse-education-related-costsforprovide
an educational opportunity tax credit to Maine residents who obtain an associate degree or a bachelor's
degree in this State, and live, work and pay taxes in this State thereafter. The program is designed to
achieve the following goals:

A. Promote economic opportunity for people in this State by ensuring access to the training and
higher education that higher-paying jobs require;

B. Bring more and higher-paying jobs to this State by increasing the skill level of this State's
workforce;

C. Offer educational opportunity and retraining to individuals impacted by job loss, workplace
injury, disability or other hardship;

D. Keep young people in this State through incentives for educational opportunity and creation of
more high-paying jobs; and

E. Accomplish al of the goalsin this subsection with as little bureaucracy as possible.

Sec. 8. 20-A MRSA 812542, sub-82-A, as amended by PL 2011, c. 548, §7, isrepealed.
Sec. 9. 20-A MRSA 812542, sub-83, asamended by PL 2011, c. 665, 8§82 and 3, is repealed.
Sec. 10. 20-A MRSA 812542, sub-83-A, as amended by PL 2011, c. 665, 84, is repealed.

Sec. 11. 20-A MRSA 812542, sub-84-A, JC, as enacted by PL 2009, c. 553, Pt. A, 8§13,
is amended to read:

C. An accredited Maine community college, college or university must document for the student
information required for purposes of the educational opportunity tax credit, including, once the
student has earned the degree, the total principal of loansthe student received as part of that student's
financial aid package related to course work completed at the accredited Maine community college,
college or university. The accredited Maine community college, college or university shall provide
an original or certified copy to the student and shall retain a copy of the documentation in its files
for at least 10 years after the student graduates.

Sec. 12. 20-A MRSA 812542, sub-84-A, 1D, as enacted by PL 2009, c. 553, Pt. A, 8§13,
isrepealed.

Sec. 13. 20-A MRSA 812542, sub-85, as amended by PL 2009, c. 553, Pt. A, §14, is further
amended to read:

5. Effectivedate; participation by individual already enrolled in degree program.
The program must commence for the first semester that begins after the effective date of this chapter.
A Maine resident who when the program commences is enrolled in an associate or a bachelor's degree
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program at an accredited Maine community college, college or university may participate, subject to the

same a@entlal terms as other program participants. Suehﬂﬂrmdwrduakﬂeeekeﬁkwmeeﬁheeh@hﬂw

Sec. 14. 36 MRSA 85122, sub-82, [FF, as amended by PL 2011, c. 138, §1 and affected
by &4, is further amended to read:

FF. To the extent included in federa adjusted gross income, student loan payments made by the
taxpayer's employer in accordance with section 5217-D, whether or not the employer claims, or
could claim, the credit provided by section 5217-D, subsection 5;

Sec. 15. 36 MRSA 85217-D, as amended by PL 2011, c. 665, §87 to 12 and affected by §13,
is further amended to read:

§ 5217-D.Credit for educational opportunity

1. Definitions. Asused in thissection, unlessthe context otherwise indicates, the following terms
have the following meanings.

A. "Benchmark loan payment" K ~
2means the monthly loan payment for the amount of the principal caD paid over 10 vears at the
interest rate for federaly subsidized Stafford loans under 20 United States Code, Section 1077a
applicable during theindividual'slast year of enrollment at an accredited Maine community college,
college or university.

A-1."Accredited non-Maine community college, college or university” means an institution located
outside the State that is accredited by aregional accrediting association or by one of the specialized
accrediting agencies recognized by the United States Secretary of Education.

A-2. "Accredited Maine community college, college or university" hasthe ssmemeaning asin Title
20-A, section 12541, subsection 1.

B. "Employer" has the same meaning as the term "employing unit,” as defined in Title 26, section
1043, subsection 10.

B-1. "Financia aid package" means financial aid obtained by a student after December 31, 2007
for attendance at an accredited Maine community college, college or university after December
31, 2007. For purposes of a qualified individual claiming a credit under this section for tax years
beginning on or after January 1, 2013, the financial aid package may include financial aid obtained
for up to 30 credit hours of course work at an accredited non-Maine community college, college or
university earned prior to transfer to an accredited Maine community college, college or university,
if the 30 credit hourswere earned after December 31, 2007 and the transfer occurred after December
31, 2012. For purposes of an employer claiming acredit under this section for tax years beginning on
or after January 1, 2013, the financial aid package may include financial aid obtained by aqualified
employee after December 31, 2007 for attendance at an accredited non-Maine community college,
college or university after December 31, 2007. The financial aid package may include private |oans
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or less than the full amount of loans under federal programs, depending on the practices of the
accredited Maine or non-Maine community college, college or university. Loans are includable in
the financial aid package only if entered into prior to July 1, 2023.

C. "Full time" employment means employment with a normal workweek of 32 hours or more.

D. “Part time” employment means employment with a normal workweek of between 16 and 32
hours.

D-1. "Principal cap" means:

(1) For individuas graduating from an accredited Maine community college, college or
university before January 1, 2015, the amount cal culated by the State Tax Assessor under Title
20-A, section 12542, former subsection 2-A; and

(2) For individuals graduating from an accredited Maine community college, college or
university on or after January 1, 2015, the average in-state tuition and mandatory fees for
attendance at the University of Maine System for the academic year ending during the calendar
year prior to the year of graduation, multiplied by 2 in the case of an associate degree and
multiplied by 4 in the case of a bachelor's degree.

E. "Qualified employee" means an employee who is employed at least part time and who is eligible

feeﬂeeeredfkpre\ﬂdedﬁﬁhﬁeeeﬂeaa quallfled ndividual or who would be engble#eetheerede

_ < 42a qualified
individual except that the empl oyee's assoCi ate or bachel or's degree was awarded by an accredited

non-Maine community college, college or university.

G. "Opportunity-program-participantQualified individual" meansan individual, including the spouse
filing ajoint return with the individual under section 5221, who ebtains-the-specified-degree-and

complieswiththerequirementsunder-Title 20-A;-section-12542is eligible for the credit provided in
this section. Anindividual is eligible for the credit if the individual:

(1) Attended, and obtained an associate or a bachelor's degree from, an accredited Maine
community college, college or university after December 31, 2007. The individual need not
obtain the degree from the institution in which that individual originally enrolled, as long as
al course work toward the degree is performed at an accredited Maine community college,
collegeor university, except that an individual who transfersto an accredited M aine community
college, college or university after December 31, 2012 from outside the State and earned
no more than 30 credit hours of course work toward the degree at an accredited non-Maine
community college, college or university after December 31, 2007 and prior to the transfer
is eligible for the credit if all other eligibility criteria are met. Program eligibility for such an
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individual must be determined asif the commencement of coursework at therelevant accredited
Maine community college, college or university was the commencement of course work for
the degree program as awhole;

(2) Was a Maine resident while in attendance at the accredited Maine community college,
college or university. For purposes of this subparagraph, "Maine resident" has the same
meaning asin Title 20-A, section 12541, subsection 5;

(3) Lived in Maine while pursuing the degree, excepting periods when it was reasonably
necessary for the individual to live elsewhere as part of the relevant ingtitution's academic
programs or while pursuing course work at an accredited non-Maine community college,
college or university as provided in subparagraph (1);

(4) During the taxable year, was aresident individual; and

(5) During the taxable year, worked at |east part time in this State for an employer, worked at
least part timein this State as aself-employed individual or was deployed for military servicein
the United States Armed Forces, including the National Guard and the Reserves of the United
States Armed Forces. As used in this subparagraph, "deployed for military service' has the
same meaning asin Title 26, section 814, subsection 1, paragraph A.

H. "Resident individual" means someone:

(1) Who isdomiciled in this State; or

(2) Who is not domiciled in this State, but maintains a permanent place of abode in this State
and spends in the aggregate more than 183 days of the taxable year in this State, unless the
individual is amember of the Armed Forces of the United States.

I. "Seasonal employment” has the same meaning as in Title 26, section 1251 and in regulations
promulgated thereunder.

J. "Term of employment” includes all months when the individual is actually employed. It includes
time periods when an individual is on leave or vacation. It extends to the full year for individuals
working for employerswho customarily operate only during aregularly recurring period of 9 months
or more in a calendar year. For individuas working for employers who customarily operate only
during regularly recurring periods of less than 9 months in a calendar year, including seasona
employment, the term of employment extends only to time-periods-whenmonths during which the
individua is actually working.
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2. Credit allowed. A

individual or an employer of aqual |f|ed empI oyee |sallowed acredit agali nst the tax imposed by this Part
for-each-taxable-year-under-the terms-established in accordance with the provisions of this section. The
credit is created to implement the Job Creation Through Educational Opportunity Program established
under Title 20-A, chapter 428-C.

A. A taxpayer entitled to the credit for any taxable year may carry over and apply to the tax liability
for any one or more of the next succeeding 10 years the portion, as reduced from year to year, of
any unused credits.

%heelﬂedﬁ—bzmeten%heeame—paymentunder thls sectlon onIv with respect to Ioans that are bart of

the qualified individual's financial aid package and only with respect to loan payment amounts paid
by the taxpayer during that part of the taxable year that the qualified individual worked in this State.
Payment of loan amountsin excess of the amounts due during the taxable year do not qualify for the
credit. Refinanced loans that are part of the qualified individua's financia aid package are eligible
for the credit under this section if the refinanced loans remain separate from other debt, including
debt incurred in an educational program other than the degree program for which acredit is claimed
under this section. Forbearance or deferment of loan payments does not affect eligibility for the
credit under this section. An individual working in this State for any part of a month during the
Maine residency period of the taxable year is considered to have worked in this State for the entire
month. An individual who worked outside this State for an entire month during the Maine residency
period is considered to have worked in this State during that month, except that in no case may this
exception exceed 3 months during the Maine residency period of the taxable year.

C. Except as provided in paragraph-Dsubsection 3, the credit under this section may not reduce the

tax otherW|se due under this Part to I%sthan zero. qiheeredﬂ—aHewedJeeenempleyeFef—&quaHﬁed

3. Calculation of thecredit; qualified individuals. FheSubject to subsection 2 and except
as provided in this subsection, the credit in-this-sectionwith respect to a qualified individua is equal
to the amount determined on-the-basis-of the-amount under paragraph A or paragraph B, whichever

IS Iees multlplled by the proratlon factor—Feepu%pe%eHhr&subeee&en—the—preFaﬂenﬁﬁaeteHs%he

i ‘ muIt| lied b the number of months
dunng the taxable year in which the taxpayer made |oan payments:; or
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B. #Hheeppemm&yepfegmmpamerpaﬁeeaetuaﬁhe monthly loan payment amount istessthan-the

y - ctualmultiplied by the number of months
durmq the taxable year i |n which the taxpaver made loan payments made during-the taxable year.

The credit under this subsection for an individual who transferred to an accredited Maine community
college, college or university from an accredited non-Maine community college, college or university
after December 31, 2012 and who earned no more than 30 credit hours of course work toward the degree
at an accredited non-Maine community college, college or university is equal to 50% of the amount
otherwise determined under this section in the case of an associate degree and equal to 75% of the amount
otherwise determined under this section in the case of abachelor's degree.

Notwithstanding subsection 2, paragraph C, the credit under this subsection is refundable to the extent
the credit is based on loans included in the financia aid package acquired to obtain a bachelor's degree
or associate degree in science, technology, engineering or mathematics or, with regard to an individua
obtaining an associate degree in any field on or after January 1, 2015, to obtain an associate degree from
an accredited Maine community college, college or university.

For purposes of this subsection, the proration factor is the amount derived by dividing the total number
of academic credit hours earned for abachelor's or associate degree after December 31, 2007 by the total
number of academic credit hours earned for the bachelor's or associate degree.

5. Calculation of the credit; employers. ASubject to subsection 2, ataxpayer constituting

an employer making loan payments during the taxable year on loans included in a qualified employee's
financial aid package may claim thea credit under-this-section-under-the following-circumstancesequal
to the benchmark [oan payment or the actual monthly loan payment made by the employer on the loans,
whichever is less, multiplied by the number of months during the taxable year the employer made loan
payments on behalf of the qualified employee during the term of employment. The credit under this
subsection may not be claimed with respect to months of thetaxablevear during whi ch the empl Oyeewas
not aqualified employee. ‘
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the taxabl e vear the empreyeFmayLekaHma credlt enlyupwnh respect to that empl oyeeis Ilmlted to haFF

of the credlt therW| se determl ned under this subsectl on.

SUMMARY

This bill consolidates under the tax laws the provisions of statute that govern the determination of
the income tax credit for educational opportunity. Currently, the relevant provisions are contained in
the Maine Revised Statutes, Title 20-A and Title 36. By consolidating the provisions, the bill clarifies
eigibility for the credit and, without changing the amount of the credit, the method by which the credit
is calculated. In an effort to further reduce the administrative burden of the credit, the bill also extends
the refundable portion of the credit available to individuals to all associate degrees, whether degrees
in science, technology, engineering or mathematics or not, obtained from accredited Maine community
colleges, colleges or universities for tax years beginning, and individual s graduating, on or after January
1, 2015. The bill also requires that an individual work in Maine after graduation in order to qualify for
the credit, except that an individual may work outside Maine for up to 3 months and still qualify. Thisis
achangefrom current law, which allows aqualifying individual to work outside Maine the entire year, as
long astheindividual isworking for an employer located in Maine. The bill also removesthe requirement
that an individual work for an employer located in Maine. In addition, the bill clarifiesthat self-employed
individuals who are not employers may participate in the program.
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