HP0123, LD 131, item 1, 123rd Maine State Legislature
An Act To Provide Tax Relief to Working Families

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 Provide Tax Relief to Working Families
Beit enacted by the People of the State of Maine asfollows:

Sec. 1. 36 MRSA 85126, first Y, asamended by PL 2001, c. 583, 8§16, is further amended
to read:

For income tax years beginning on or after January 1, 1998 but before January 1, 1999, a resident
individual is allowed $2,400 for each exemption that the individual properly claims for the taxable year
for federal income tax purposes, unless the taxpayer is claimed as a dependent on another return. For
income tax years beginning on or after January 1, 1999 but before January 1, 2000, aresident individual
is alowed $2,750 for each exemption that the individual properly claims for the taxable year for federal
income tax purposes, unless the taxpayer is claimed as a dependent on another return. For income tax
years beginning on or after January 1, 2000 but before January 1, 2007, aresident individual is alowed
$2,850 for each exemption that the individual properly claimsfor the taxable year for federal income tax
purposes, unlessthetaxpayer is claimed as adependent on another return. For income tax years beginning
on or after January 1, 2007, aresident individual is allowed $3,200 for each exemption that the individual
properly claims for the taxable year for federal income tax purposes, unless the taxpayer is claimed as
a dependent on another return.

Sec. 2. 36 MRSA 85218, asamended by PL 2005, c. 519, Pt. DD, §81 to 3, is further amended
to read:

8§ 5218. Incometax credit for child care expenses

1. Resident taxpayer. A resident individual is allowed a credit against the tax otherwise due
under this Part in the amount of 25%100% of thefederal tax credrt al lowablefor child and dependent care
expenses in the same tax year; y

percentage s 21:5% instead-of 25%.

2.Nonresident taxpayer. A nonresidentindividual isallowed acredit against thetax otherwise
due under this Part in the amount of 25%100% of the federal tax credit allowable for child and dependent
careexpenses multiplied by theratio of theindividual's Maine adjusted grossincome, asdefined in section
5102, subsection 1-C, paragraph B, to the |nd|V|dual S entire federal adJ usted gross |ncome as modified
by section 5122;€

2-A. Part-year resident taxpayer. Anindividual who filesareturn as a part-year resident in
accordance with section 5224-A is alowed a credrt agal nst the tax otherwise due under thisPart in the
amount of 0
%S%msteadeFZS%mO% of the federal tax credlt allowable for Chl|d and dependent care expenses
multiplied by aratio, the numerator of whichistheindividual's Maine adjusted grossincome asdefinedin
section 5102, subsection 1-C, paragraph A for that portion of the taxable year during which theindividual

HPO0123, LR 458, item 1, First Regular Session - 123rd Legislature, page 1



HP0123, LD 131, item 1, 123rd Maine State Legislature
An Act To Provide Tax Relief to Working Families

was a resident plus the individual's Maine adjusted gross income as defined in section 5102, subsection
1-C, paragraph B for that portion of the taxable year during which the individual was a nonresident and
the denominator of which istheindividua's entire federal adjusted grossincome, as modified by section
5122.

4. Refund. The credit allowed by this section may result in arefund of up to $500. In the case of
anonresident individual, the refundabl e portion of the credit may not exceed $500 multiplied by theratio
of the individual's Maine adjusted gross income, as defined in section 5102, subsection 1-C, paragraph
B, to theindividual's entire federal adjusted grossincome, as modified by section 5122. In the case of an
individual who files areturn as a part-year resident in accordance with section 5224-A, the refundable
portion of the credit may not exceed $500 multiplied by aratio, the numerator of which istheindividual's
Maine adjusted gross income as defined in section 5102, subsection 1-C, paragraph A for that portion
of the taxable year during which the individual was aresident plus the individual's Maine adjusted gross
income as defined in section 5102, subsection 1-C, paragraph B for that portion of the taxable year during
which the individual was a nonresident and the denominator of which is the individual's entire federal
adjusted gross income, as modified by section 5122.

Sec. 3. 36 MRSA 85219-BB s enacted to read:
§ 5219-BB. Child tax credit

1. Resident taxpayer. A resident individual isallowed acredit against the tax otherwise due
under this Part in the amount of 100% of the federal child tax credit.

2. Nonresident taxpayer. A nonresident individual is allowed a credit against the tax
otherwise due under this Part in the amount of 100% of the federal child tax credit multiplied by the ratio
of the individual's Maine adjusted gross income, as defined in section 5102, subsection 1-C, paragraph
B, to theindividual's entire federal adjusted gross income, as modified by section 5122.

3. Part-year resident taxpayer. Anindividual who files a return as a part-year resident
in accordance with section 5224-A is allowed a credit against the tax otherwise due under this Part in
the amount of 100% of the federal child tax credit multiplied by aratio, the numerator of which is the
individual's Maine adjusted grossincome as defined in section 5102, subsection 1-C, paragraph A for that
portion of the taxable year during which theindividual was aresident plustheindividual's Maine adjusted
grossincome as defined in section 5102, subsection 1-C, paragraph B for that portion of the taxable year
during which the individual was a nonresident and the denominator of which is the individual's entire
federal adjusted gross income, as modified by section 5122.
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Sec. 4. Application. That section of this Act that amends the Maine Revised Statutes, Title 36,
section 5126 applies to tax years beginning on or after January 1, 2007. That section of this Act that
amends Title 36, section 5218 and that section that enacts Title 36, section 5219-BB apply to tax years
beginning on or after January 1, 2008.

SUMMARY

This bill is arecommendation of the Study Commission Regarding Liveable Wages established in
Resolve 2005, chapter 128. The bill amends Maine'stax lawsto achieve conformity with federal tax laws
regarding the child care credit, personal exemption and child tax credit.
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