HOUSE BILL 1084

Unofficial Copy 2003 Regular Session
Q3 3Ir2189

By: Delegates Gordon, Jones, Kaiser, McK ee, and Ross
Introduced and read first time: February 21, 2003
Assigned to: Rules and Executive Nominations

A BILL ENTITLED

1 AN ACT concerning
2 Tax Incentives and Benefits - Credits and Subtraction Modifications

3 FOR the purpose of repealing certain credits allowed againgt certain State taxes;

4 altering certain tax benefits provided under law by allowing income tax

5 subtraction modifications in certain amounts under certain circumstances for
6 purposes of determining Maryland taxable income instead of alowing credits
7 against income tax liability; providing that this Act does not affect certain tax
8 credits claimed on or after a certain date by a person qualifying for the credit
9 before a certain date; providing for the application of this Act; and generally

1 relating to tax incentives and benefits under Maryland taxes.

o

11 BY repedling

12 Article 88A - Department of Human Resources

13 Section 54

14 Annotated Code of Maryland

15 (1998 Replacement Volume and 2002 Suppl ement)

16 BY repedling

17 Article - Education

18 Section 21-309

19 Annotated Code of Maryland

20 (2001 Replacement Volume and 2002 Supplement)

21 BY repesling

22 Article - Insurance

23 Section 6-105 through 6-105.2 and 6-114 through 6-120
24 Annotated Code of Maryland

25 (1997 Volume and 2002 Supplement)

26 BY repealing

27 Article- Tax - Genera

28 Section 8-213 through 8-221, 8-406(b), 8-410 through 8-416, 10-205(b) and (i),
29 10-306(b), 10-704.3, 10-704.5, 10-704.7, 10-704.10, 10-710, and 10-715
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Annotated Code of Maryland
(1997 Replacement Volume and 2002 Supplement)

BY renumbering

Article - Tax - Generd

Section 10-205(c) through (h), 10-702, 10-704.1, 10-704.4, 10-704.6, 10-704.8,
10-704.9, 10-707, 10-711, 10-714, and 10-717 through 10-724,
respectively

to be Section 10-205(b) through (g), 10-226, 10-227, 10-228, 10-230, 10-231,
10-232, 10-234, 10-236, 10-237, and 10-239 through 10-246, respectively

Annotated Code of Maryland

(1997 Replacement Volume and 2002 Suppl ement)

BY repealing and reenacting, with amendments,
Article 83A - Department of Business and Economic Devel opment
Section 5-404(a)(2) and (b)(3)(i), 5-1101(d) and (f)(1)(iii), 5-1102, 5-1103, and
5-1501(a)(6)(iii), (7)(v), and (12)(ii) and (b) through (f)
Annotated Code of Maryland
(1998 Replacement Volume and 2002 Suppl ement)

BY repedaling
Article 83A - Department of Business and Economic Devel opment
Section 5-1501(g) and (h)
Annotated Code of Maryland
(1998 Replacement Volume and 2002 Supplement)

BY repealing and reenacting, with amendments,
Article 83B - Department of Housing and Community Devel opment
Section 4-701(c), 4-704, 4-705(c)(2) through (4), and 5-801(a)(9)(iv)3., (b), (d),
(€), (9), and (h)
Annotated Code of Maryland
(1998 Replacement Volume and 2002 Suppl ement)

BY repedaling
Article 83B - Department of Housing and Community Devel opment
Section 5-801(c) and (f)
Annotated Code of Maryland
(1998 Replacement Volume and 2002 Supplement)

BY repealing and reenacting, with amendments,
Article - Education
Section 21-501(b)(5) and (c) through (€)
Annotated Code of Maryland
(2001 Replacement Volume and 2002 Supplement)
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1 BY repealing and reenacting, with amendments,

2 Article - Environment

3 Section 2-901(b) and (c)

4 Annotated Code of Maryland

5 (1996 Replacement Volume and 2002 Suppl ement)
6 BY repealing

7 Article - Environment

8 Section 2-901(d)

9 Annotated Code of Maryland

10 (1996 Replacement Volume and 2002 Supplement)
11 BY repealing and reenacting, with amendments,

12 Article - Labor and Employment

13 Section 11-702(c), 11-704, and 11-705

14 Annotated Code of Maryland

15 (1999 Replacement Volume and 2002 Supplement)
16 BY repealing and reenacting, with amendments,

17 Article - Tax - Property

18 Section 9-230(b)(2), (c)(3), (d)(5), and (i) through (n)
19 Annotated Code of Maryland

20 (2001 Replacement Volume and 2002 Supplement)
21 BY repesling

22 Article - Tax - Property

23 Section 9-230(e) through (h)

24 Annotated Code of Maryland

25 (2001 Replacement Volume and 2002 Supplement)
26 BY addingto

27 Article - Tax - Generd

28 Section 10-208(a-1), 10-229, 10-233, 10-235, 10-238, 10-306(b), and
29 10-308(a-1)

30 Annotated Code of Maryland

31 (1997 Replacement Volume and 2002 Supplement)
32 BY repealing and reenacting, with amendments,

33 Article - Tax - Generd

A Section 10-218(b), 10-809, and 10-812

35 Annotated Code of Maryland

36 (1997 Replacement Volume and 2002 Supplement)
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1 BY repealing and reenacting, with amendments,

2 Article - Tax - Generd

3 Section 10-226(b) through (e), 10-227(b) and (c), 10-228, 10-230, 10-231,

4 10-232, 10-234, 10-236, 10-237, 10-239, 10-240, 10-241(b), (c), (e), and
5 (), 10-242(b), 10-243(b) and (f), 10-244(a)(7) and (b) through (k), 10-245,
6 and 10-246 to be under the new part "Part V. Additional Adjustmentsto

7 Determine Maryland Taxable Income"
8 Annotated Code of Maryland
9 (1997 Replacement Volume and 2002 Supplement)

1 (As enacted by Section 5 of this Act)

o

11 BY repedling

12 Article - Tax - Generd

13 Section 10-226(f) and (g), 10-227(d), 10-241(d), 10-242(c), and 10-243(c)
14 through (€)

15 Annotated Code of Maryland

16 (1997 Replacement Volume and 2002 Supplement)

17 (As enacted by Section 5 of this Act)

18 SECTION 1. BE IT ENACTED BY THE GENERAL ASSEMBLY OF
19 MARYLAND, That Section(s) 54 of Article 88A - Department of Human Resources of
20 the Annotated Code of Maryland be repeal ed.

21 SECTION 2. AND BE IT FURTHER ENACTED, That Section(s) 21-309 of
22 Article - Education of the Annotated Code of Maryland be repeal ed.

23 SECTION 3. AND BE IT FURTHER ENACTED, That Section(s) 6-105
24 through 6-105.2 and 6-114 through 6-120 of Article - Insurance of the Annotated
25 Code of Maryland be repeal ed.

26 SECTION 4. AND BE IT FURTHER ENACTED, That Section(s) 8-213
27 through 8-221, 8-406(b), 8-410 through 8-416, 10-205(b) and (i), 10-306(b),
28 10-704.3, 10-704.5, 10-704.7, 10-704.10, 10-710, and 10-715 of Article- Tax -
29 Generd of the Annotated Code of Maryland be repeal ed.

30 SECTION 5. AND BE IT FURTHER ENACTED, That Section(s) 10-205(c)

31 through (h), 10-702, 10-704.1, 10-704.4, 10-704.6, 10-704.8, 10-704.9, 10-707,

32 10-711, 10-714, and 10-717 through 10-724, respectively, of Article - Tax - General
33 of the Annotated Code of Maryland be renumbered to be Section(s) 10-205(b) through
34 (g), 10-226, 10-227, 10-228, 10-230, 10-231, 10-232, 10-234, 10-236, 10-237, and

35 10-239 through 10-246, respectively.

36 SECTION 6. AND BE IT FURTHER ENACTED, That the Laws of Maryland
37 read asfollows:
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1 Article 83A - Department of Business and Economic Development
2 5-404.
3 @ The following incentives and initiatives shall be available to business

4 entitiesto the extent provided for in this section:

5 (2 Theincome tax [credits] BENEFITS set forth in § 10-702 of the Tax -
6 General Article;

7 (b) Any business entity moving into or locating within an enterprise zone on or
8 after the date on which the enterprise zone is designated pursuant to § 5-402 of this
9 subtitle may benefit from the incentives and initiatives set forth in this section, if:

10 (3) (i) The business entity creates new or additional jobs or makesa
11 capitd investment in order to qualify for the property tax credit under § 9-103 of the

12 Tax - Property Article and the income tax [credits] BENEFI TS under § 10-702 of the

13 Tax - General Article; and

14 5-1101.
15 (d) "[Credit] BENEFIT year" meansthe taxable year in which aqualified

16 business entity claimsthe [credit] SUBTRACTION MODIFICATION allowed under this
17 subtitle.

18 )] (@D} "Qualified business entity" means a person conducting or operating a

19 trade or businessin Maryland who:

20 (iii) Is certified by the Secretary under § 5-1102(b) of this subtitle as
21 qualifying for thetax [credit] BENEF T under this subtitle.

22 5-1102.

23 @ It istheintent of the General Assembly that the job creation tax [credits]

24 BENEFI TS authorized under this subtitle are for the purpose of increasing the number
25 of new jobsin the State by encouraging the expansion of existing private sector
26 enterprises and the establishment or attraction of new private sector enterprises.

27 (b) (1) 0) The Secretary shall certify a person as a qualified business
28 entity eligible for thetax [credit] BENEFIT under this subtitleif the person satisfies
29 the criteria set forth in this section.

30 (i) A business entity may not be certified as qualifying for the tax
31 [credit] BENEFIT under this subtitle unless the business entity notifies the

32 Department of its intent to seek certification before hiring any qualified employeesto

33 fill the qudified positions necessary to satisfy the requirements of paragraph (2)(i) of

34 this subsection for establishing or expanding the business facility on which the

35 [credit] BENEFIT is based.
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1 2 To qualify for thetax [credit] BENEFIT provided under this subtitle,

2 abusiness entity must establish or expand a business facility in the State that:

3 () Results in the creation of:

4 1 At least 60 qualified positions,

5 2. At leagt 30 qualified positionsif the aggregate payroll for

6 the qualified positionsis greater than a threshold amount equal to the product of
7 multiplying 60 times the State's average annua salary, as determined by the
8 Department; or

9 3. At leagt 25 qualified positionsif the business facility
10 established or expanded by the business entity is located in a State priority funding
11 ares; and

12 (i) Is primarily engaged in one or more of the following:

13 1. Manufacturing or mining;

14 2. Transportation or communications;

15 3. Agriculture, forestry, or fishing;

16 4, Research, devel opment, or testing;

17 5. Biotechnology;

18 6. Computer programming, data processing, or other

19 computer related services,
20 7. Central financial, real estate, or insurance services;

21 8. The operation of central administrative offices or a
22 company headquarters,

23 9. A public utility;
24 10. Warehousing;
25 11. Business services, if the business facility established or

26 expanded by the business entity is located in a State priority funding area; or

27 12. Operation of entertainment, recreation, cultural, or
28 tourism-related activities in amultiuse facility located within arevitalization area if

29 thefacility generates a minimum of 1,000 new full-time equivalent filled positionsin

30 a24-month period and isnot primarily used by a professional sports franchise or for

31 gaming.
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1 (3) In determining whether a business facility is engaged in a qualifying
2 activity described in paragraph (2)(ii) of this subsection, the Department shall
3 consider the definitions set forth in the Standard Industrial Classification Manud.

4 (© (@D} A qualified business entity may claim [atax credit] AN INCOME TAX
5 SUBTRACTION MODIFICATION in the amount determined under this section.

6 (2 (i) Except as otherwise provided in this section, the [credit]
7 SUBTRACTION MODIFICATION earned under this section equalsthe lesser of:

8 1 $1,000 multiplied times the number of qualified
9 employees employed by the qualified entity during the [credit] BENEFIT year; and

10 2. 2.5% of the wages paid by the qualified business entity
11 during the [credit] BENEFIT year to the qualified employees.

12 (i) For qualified employees working in afacility located in a
13 revitalization area, the [credit] SUBTRACTION MODIFICATION earned under this
14 section equalsthe lesser of:

15 1 $1,500 multiplied times the number of qualified
16 employees employed by the qualified entity during the [credit] BENEFIT year; and

17 2. 5% of the wages paid by the quaified business entity
18 during the credit year to the qualified employees.

19 (3) The[credit] SUBTRACTION MODIFICATION earned under paragraph
20 (2) of this subsection shall be allowed ratably, with one-half of the [credit]

21 SUBTRACTION MODIFICATION amount allowed annually for 2 years beginning with

22 the[credit] BENEFIT year.

23 4 The[credit] SUBTRACTION MODIFICATION earned by a qualified
24 business entity under this subtitle may not exceed $1,000,000 for any [credit]
25 BENEFIT year.

26 [(5) The same credit cannot be applied more than once against different
27 taxes by the same taxpayer.]

28 [(6)] (5) Q) To be certified asa qudified business entity, a business
29 entity shall submit the following to the Department in accordance with regulations
30 adopted by the Department:

31 1 The effective date of the start-up or expansion;

32 2. The number of full-time employees prior to the start-up
33 or expansion and the payroll of the existing employees;

34 3. The number of qualified positions created, qualified
35 employees hired, and the payroll of those employees; and
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1 4, Any other information that the Department requires by
2 regulation.
3 (i) The Department may require any information required under

4 this paragraph to be verified by an independent auditor selected by the business
5 entity.

6 [(N] (6) A qualified business entity must obtain, and submit to the
7 appropriate State agency with the tax return on which the [credit] SUBTRACTION

8 MODIFICATION is claimed, certification from the Department that the entity has met

9 therequirements of this section and is dligible for the [credit] SUBTRACTION

10 MODIFICATION.

11 [(d) (1) If the credit allowed under this section in any taxable year exceeds
12 thetotal tax otherwise due from the qualified business entity for that taxable year,

13 the qualified business entity may apply the excess as a credit for succeeding taxable

14 yearsuntil the earlier of:

15 (i) The full amount of the excessis used; or

16 (i) The expiration of the 5th taxable year from the credit year.
17 (2 The credit under this section may not be carried back to a preceding
18 taxable year.]

19 [(8)] (D) (@D} If, during any of the 3 years succeeding the [credit] BENEFIT
20 year, the number of qualified positions of the quaifying business entity falls more

21 than 5% bel ow the average number of qualified positions during the [credit]

22 BENEFIT year on which the [credit] SUBTRACTION MODIFICATION was computed,

23 the[credit] SUBTRACTION MODIFICATION shall be recaptured asfollows:

24 () The[credit] SUBTRACTION MODIFICATION shall be
25 recomputed to reduce the [credit] SUBTRACTION MODIFICATION by the percentage
26 reduction of the number of qualified employees;

27 (i) The recomputed [credit] SUBTRACTION MODIFICATION shall
28 be subtracted from the amount of [credit] SUBTRACTION MODIFICATION previoudy
29 dlowed; and

30 (iii) The qualifying business entity shall [pay] ADD the difference
31 [astaxes payable to the State] TO MARYLAND TAXABLE INCOME for the taxabl e year
32 in which the number of qualified positions falls more than 5% bel ow the average

33 number of qualified positions during the [credit] BENEFIT year.

A (2 If, during any of the 3 years succeeding the [credit] BENEFIT year,
35 the average number of qualified positions falls bel ow the applicabl e threshold number

36 of positions under subsection (b)(2)(i) of thissection, al [credits) BENEFITS earned

37 shall be recaptured.
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1 ©)] () During the 3 taxabl e years succeeding the [credit] BENEFIT
2 year, the quaified business entity shall supply information required by the

3 Department in regulation to verify that the business entity is not subject to

4 paragraph (1) or (2) of this subsection.

5 (i) The Department may require any information required under
6 this paragraph to be verified by an independent auditor sdlected by the business
7 entity.

8 (] (E) Any information provided to the Comptroller or the appropriate
9 agency by a qualified business entity in connection with eigibility for a credit allowed
10 under this section shall be shared by the Comptroller or the appropriate agency with
11 the Department of Business and Economic Devel opment and shall be subject to the
12 confidentiality requirements established by statutes or regulations applicable to the
13 Comptroller or the appropriate agency.

14 [(9)] (F D Subject to the provisions of this subsection, the Secretary shall
15 adopt regulationsto carry out the provisions of this subtitle.

16 (2 The Comptraller shall adopt regulationsto provide for the
17 computation[, carryover,] and recapture of the [credit] SUBTRACTION
18 MODIFICATION under [§ 10-704.4] § 10-228 of the Tax - General Article.

19 [(3) The Department of Assessments and Taxation shall adopt
20 regulationsto provide for the computation, carryover, and recapture of the credit
21 under 88 8-214 and 8-411 of the Tax - Genera Article.

22 4 The Maryland Insurance Commissioner shall adopt regulationsto
23 provide for the computation, carryover, and recapture of the credit under 8 6-114 of
24 the Insurance Article]

25 [(h] (G) The Department shall report to the Governor and, subject to § 2-1246
26 of the State Government Article, to the General Assembly by December 31 of each

27 year on the business entities certified as eligible for tax [credits) BENEFITS in the

28 preceding fiscal year.

29 5-1103.

30 @ Subject to the provisions of this section, the provisions of this subtitle and
31 thetax [credit] BENEFIT authorized under this subtitle shall terminate as of January
32 1, 2007.

33 (b) D Thetax [credits] BENEFIT authorized under this subtitle:

34 () May be claimed only for qualified positions at anewly
35 established or expanded facility that commences operations before January 1, 2006;

36 and

37 (i) May not be earned for any [credit] BENEFIT year beginning on
38 or after January 1, 2007.
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1 (2 Subject to the limitations under this subtitle, for taxable years
2 beginning on or after January 1, 2007, tax [credits] BENEFITS earned in [credit]

3 BENEHIT years beginning before January 1, 2007, may be allowed ratably over a

4 2-year period[, may be carried forward,] and are subject to recapture as provided in
5 §5-1102 of thissubtitle.

6 5-1501.

7 €) (6) (iii) "Eligible project costs' does not include any costs incurred by a
8 business entity before notifying the Department of its intent to seek certification as
9 qualifying for thetax [credit] BENEFIT under this section.

10 @) "Qualified business entity" means a person that:

11 (V) Is certified by the Secretary under subsection (€) of this section
12 asqualifying for thetax [credits] BENEFITS under this section.

13 (12) (i) "Eligible start-up costs" does not include any costs incurred by
14 abusiness entity before notifying the Department of itsintent to seek certification as
15 qualifying for thetax [credit] BENEFIT under this section.

16 (b) (D A qualified business entity may claim [atax credit] AN INCOME TAX
17 SUBTRACTION MODIFICATION under this subsection for the costs of an eligible

18 economic devel opment project in a qualified distressed county if the amount of the

19 qualified business entity's total eligible project costs for the eligible economic

20 development project is at least $500,000.

21 (2 (] Subject to the limitation under subparagraph (ii) of this
22 paragraph, the [credit] SUBTRACTION MODIFICATION allowed under this subsection
23 equals 100% of the eligible project costs for the eligible economic devel opment

24 project], less the amount of the credit allowed with respect to the project for prior

25 taxable years).

26 [(ii) Except as provided in paragraphs (4) and (5) of this subsection,
27 the credit allowed under this subsection for any taxable year may not exceed the State

28 tax for the taxable year on the qualified business entity's income generated by or

29 arising out of the project, as determined under paragraph (3) of this subsection.]

30 [(3) Q) For a qualified business entity other than a person subject to
31 taxation under Title 6 of the Insurance Article, the State tax for the taxable year on

32 the qudified business entity's income generated by or arising out of an eligible

33 economic devel opment project shall equal the difference between:

34 1 The State tax without regard to this section; and

35 2. The State tax on the qualified business entity's Maryland
36 taxable income reduced by the amount of its net income attributable to the eigible
37 economic devel opment project.
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1 (i) 1 If an digible economic devel opment project isatotaly
2 separate facility, net income attributable to the project shall be determined under the

3 separate accounting method reflecting only the gross income, deductions, expenses,

4 gains, and losses that are directly attributable to the facility and overhead expenses

5 apportioned to the facility.

6 2. If the eligible economic devel opment project is an
7 expansion to aprevioudy existing facility:

8 A. Net income attributabl e to the entire facility shall be
9 determined under the separate accounting method reflecting only the gross income,

10 deductions, expenses, gains, and losses that are directly attributable to the facility

11 and overhead expenses apportioned to the facility; and

12 B. The net income attributabl e to the digible economic
13 development project shall be determined by apportioning the separate accounting net

14 income of the entire facility to the digible economic devel opment project by aformula

15 approved by the Comptroller or the Department of Assessments and Taxation.

16 3. If a qualified business entity can show to the satisfaction
17 of the Comptroller or the Department of Assessments and Taxation that the nature of

18 the operations and activities of the quaified business entity are such that it is not

19 practical to use the separate accounting method to determine the net income from the

20 facility at which the eligible economic devel opment project islocated, the qualified

21 business entity shall determine net income from the eligible economic devel opment

22 project using an alternative method approved by the Comptroller or the Department

23 of Assessmentsand Taxation.

24 (iii) A qudlified business entity that is subject to taxation under
25 Title 6 of the Insurance Article may not claim the credit under this subsection for the

26 taxable year in which the project is placed in service or for thefirg 4 taxable years

27 following the taxable year in which the project is placed in service.

28 4 If the eligible project costs for the eligible economic devel opment
29 project exceed the State tax on the qualified business entity's income generated by or

30 arising out of the project for the taxable year in which the project is placed in service,
31 thequdified business entity may apply any excess as a credit for succeeding taxable

32 years against the State tax on the qualified business entity's income generated by or

33 arising out of the project until the earlier of:

A 0) The full amount of the excessis used; or

35 (i) The expiration of the 14th taxable year following the taxable
36 year in which the project is placed in service.

37 (5) 0) Subject to the limitation under subparagraph (ii) of this
38 paragraph and subject to subsection (h) of this section, for any taxable year after the
39 4th taxable year following the taxable year in which the project is placed in service
40 but before the 15th taxable year following the taxable year in which the project is

41 placed in service:
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1 1 A gqualified business entity other than a person subject to
2 taxation under Title 6 of the Insurance Article:

3 A. May apply any excess of igible project costs for the
4 €ligible economic devel opment project over the cumulative amount used as atax

5 credit under this subsection for the taxable year and all prior taxable years as atax

6 credit againg the State tax for the taxable year on the qualified business entity's

7 income other than income generated by or arising out of the project; and

8 B. May claim arefund in the amount, if any, by which the
9 unused excess exceeds the State tax for the taxable year on the quaified business
10 entity'sincome other than income generated by or arising out of the project; and

11 2. A qualified business entity that is subject to taxation
12 under Title 6 of the Insurance Article:

13 A. May apply any excess of digible project costs for the
14 digible economic development project over the cumulative amount used as atax

15 credit under this subsection for the taxable year and all prior taxable years as atax

16 credit againgt the premium tax imposed for the taxable year; and

17 B. May claim arefund in the amount, if any, by which the
18 unused excess exceeds the premium tax for the taxable year.

19 (i) For any taxable year, thetotd of the amounts used as a tax
20 credit and claimed asarefund as provided in this paragraph may not exceed the

21 amount of taxesthat the qualified business entity isrequired to withhold for the

22 taxable year from the wages of qualified employees under § 10-908 of the Tax -

23 General Article]

24 (o) Q) A qualified business entity that locates in a qualified distressed
25 county may claim a[tax credit] SUBTRACTION MODIFICATION in the amount
26 provided in paragraph (2) of this subsection.

27 (2 The [credit] SUBTRACTION MODIFICATION allowed under this
28 subsection for each taxable year equa s the lesser of:

29 () 100% of the qualified business entity's eligible start-up costs
30 associated with establishing or expanding a business facility in aqualified distressed

31 county[, lessthe amount of the credit allowed with respect to the project for prior

32 taxableyears]; or

33 (i) The product of multiplying $10,000 times the number of
34 qualified employees employed at the new or expanded business facility.

35 [(3) If the credit allowed under this subsection for the taxable year in
36 which aquaified business entity locates in a qudified distressed county exceeds the
37 total tax otherwise due from the qualified business entity for that taxable year, the

38 qualified business entity may apply the excess as a credit for succeeding taxable years
39 until the earlier of:
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1 (1) The full amount of the excessis used; or

2 (i) The expiration of the 14th taxable year following the taxable
3 year in which the quaified business entity locates in a qualified distressed county.

4 4 () Subject to the limitation under subparagraph (ii) of this
5 paragraph and subject to subsection (h) of this section, for any taxable year after the

6 4th taxable year following the taxable year in which the qualified business entity

7 locatesin aqualified distressed county but before the 15th taxable year following the
8 taxable year in which the qualified business entity locates in a qualified distressed

9 county, the qudified business entity may claim arefund in the amount, if any, by

10 which the qualified business entity's eligible start-up costs exceed the cumulative

11 amount used as atax credit under this subsection for the taxable year and all prior

12 taxable years.

13 (i) For any taxable year, thetotal amount claimed asarefund as
14 provided in this paragraph may not exceed the amount of taxes that the qualified

15 business entity isrequired to withhold for the taxable year from the wages of

16 qualified employees under § 10-908 of the Tax - General Article]

17 (d) The Secretary shall adopt regulations to specify criteria and procedures for
18 application and approval of projects for thetax [credit] BENEFIT under this section.

19 (e D A business entity may not be certified as qualifying for the tax
20 [credit] BENEFIT under this section unless the business entity notifies the

21 Department of its intent to seek certification before hiring any qualified employeesto
22 fill the qudified positions necessary to satisfy the employment threshold required to
23 qualify for the tax [credit] BENEFIT under subsection (8)(7)(ii) of this section.

24 (2 () A business entity may not be certified as qualifying for the tax
25 [credit] BENEFIT under this section if an announcement of intent to establish or
26 expand the business facility was made on or before April 10, 1999.

27 (i) For purposes of this paragraph, an announcement of intent to
28 establish or expand a business facility includes a press conference or press coverage
29 regarding the project.

30 ©)] To be certified as a qudified business entity, a business entity shall
31 submit the following to the Secretary in accordance with regulations adopted by the
32 Secretary:

33 () The effective date of the start-up or expansion;

34 (i) The number of full-time employees prior to the start-up or
35 expansion and the payrall of the existing employees,

36 (iii) The number of qualified positions created, qualified employees
37 hired, and the payroll of those employees; and
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1 (iv) Any other information that the Secretary requires by
2 regulation.
3 4 The Secretary may require any information required under this

4 subsection to be verified by an independent auditor selected by the qualified business
5 entity.

6 )] A qualified business entity must obtain and submit to the appropriate
7 State agency with the tax return on which the [credit] BENEFIT is claimed,

8 certification from the Secretary that the entity has met the requirements of this

9 section and iseligible for the [credit] BENEFIT.

10 [(0) A refund payable to a qualified business entity under subsection (b)(5) or
11 (c)(4) of this section:

12 (1) Operates to reduce the income tax revenue from corporationsif the
13 qualified business entity is a corporation subject to theincome tax under Title 10 of
14 theTax - General Article;

15 (2 Operates to reduce insurance premium tax revenues if the qualified
16 business entity is subject to taxation under Title 6 of the Insurance Article; and

17 (3) Operates to reduce the income tax revenue from individual s if the
18 business entity is:

19 (i) An individua subject to the income tax under Title 10 of the Tax
20 - General Article; or

21 (i) An organization exempt from taxation under § 501(c)(3) or (4) of
22 the Interna Revenue Code]

23 [(h) If the pay for the majority of the qualified positions created as aresult of
24 the establishment or expansion of a business facility is at least 250% of the federa

25 minimum wage, the provisions of subsections (b)(5) and (c)(4) of this section shall
26 apply beginning with the taxable year after the 2nd taxable year following the

27 taxable year in which the quaified business entity locates in a qualified distressed

28 county.]

29 Article 83B - Department of Housing and Community Development
30 4-701.

31 (© "Business entity" means a person that:

32 (N} Conducts or operates atrade or business in the Sate; and

33 2 Is subject to:

34 () The] THE State income tax on individuals or corporationg[;
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1 (i) The financial ingtitution franchise tax;

2 (iii) The public service company franchise tax; or

3 (iv) The insurance premiumstax].

4 4-704.

5 @ [(D] Except as otherwise provided in this section, a business entity may

6 claim[atax credit] AN INCOME TAX SUBTRACTION MODIFICATION in the amount
7 determined under subsection (b) of this section for contributions to an approved
8 project.

9 [(2) The same tax credit may not be applied more than once against
10 different taxes by the same taxpayer.]

11 (b) D Except as provided in paragraph (2) of this subsection, the [credit]
12 SUBTRACTION MODIFICATION allowed under this section equals[50 percent of the]
13 THE TOTAL amount of contributionsthat are approved by the Department under

14 subsection (c) of this section made during the taxable year of the business entity.

15 (2 ()] The[credit] SUBTRACTION MODIFICATION allowed to a
16 business entity under this section may not exceed[,] $125,000 for any taxable year of
17 the business entity[, the lesser of:

18 1. $125,000; or

19 2. Thetotal amount of tax otherwise payable by the business
20 entity for the taxable year].

21 [(ii) Any excess credit that would be allowed but for the limitations
22 under subparagraph (i) of this paragraph may be carried over and applied as a credit
23 for succeeding taxable years until the earlier of:

24 1. The full amount of the excessis used; or

25 2. The expiration of the fifth taxable year after the taxable
26 year in which the contribution was made.]

27 (0 Q) The [credit] SUBTRACTION MODIFICATION alowed under this
28 section may not be alowed unless the business entity has applied for and received

29 approval under this subsection by the Department for each contribution asto which

30 the[credit] SUBTRACTION MODIFICATION is claimed.

31 2 Each application for approval of a contribution shall contain:
32 () The name of the approved project to which the contribution isto
33 bemade;

A (i) The amount of the contribution; and
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1 (iii) 1 Except as provided in subitem 2 of thisitem, a
2 certification by an independent and unrelated third party as to the value of any
3 nonmonetary contribution included; or

4 2. If the contribution is of new goods, an invoice or receipt
5 provided by the business entity as certification of the contribution's net cost to the
6 business entity.

7 ©)] The Department may not approve an application for approval of a
8 contribution if it determinesthat:

9 0) The maximum amount of contributions eligible for the [tax
10 credit] SUBTRACTION MODIFICATION for that project for the fiscal year will be
11 exceeded by the sum of:

12 1. The amount of the proposed contribution; and

13 2. Thetotal amount of contributions previously approved to
14 that project for thefiscal year; or

15 (i) The applicant has overstated the value of any nonmonetary
16 contribution included.

17 4 By January 31 of each year, the Department shall report to the
18 Department of Assessments and Taxation, the Comptraller, and the Maryland

19 Insurance Administration the contributions that the Department has approved under
20 this section in the preceding calendar year.

21 4-705.

22 (o (2 Each approval of a proposal:

23 0) Shall bein writing; and

24 (i) Shall state the maximum amount of contributionsto the
25 approved project digible for thetax [credits) BENEFITS provided under § 4-704 of
26 this subtitle.

27 3 The sum of contributions digible for the tax [credits] BENEFITS
28 provided under § 4-704 of this subtitle for all projects approved for each fiscal year

29 may not exceed $2,000,000.

30 4 In approving or disapproving a proposal, and in determining the
31 maximum amount of contributionsto an approved project that will be digible for the
32 tax [credits] BENEFITS provided under § 4-704 of this subtitle, the Department:

33 () Shall consider:

A 1 The need for the project in relation to the need for other
35 projects proposed;
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1 2. The anticipated benefit to the priority funding area;

2 3. The capacity of the applicant to raise funds for the project;
3 4, Thereadiness of the applicant to proceed with the project;
4 5. The ability of the applicant to complete the project as

5 proposed;

6 6. Geographic distribution of projects; and

7 7. Any other relevant factors;

8 (i) May give preference to a proposal that benefits a designated

9 revitadization ares;

10 (iii) May request data and assistance from other units of the State;

11 and

12 (iv) Shall apportion among the approved projects the limit imposed

13 under paragraph (3) of this subsection on the sum of contributions eligible for tax
14 [credits] BENEF TS for the fiscal year.

15 5-801.

16 @ 9 "Qualified rehabilitation expenditure’ means any amount that:

17 (iv) Is not funded, financed, or otherwise reimbursed by any:

18 3. State tax [credit] BENEFIT other than the tax [credit]

19 BENEFIT under this section; or

20 (b) D Except as otherwise provided in this section, for the taxable year in
21 which acertified rehabilitation is completed, a business entity or an individua may

22 clam [atax credit] AN INCOME TAX SUBTRACTION MODIFICATION in an amount
23 equal to 20% of the taxpayer's qualified rehabilitation expenditures for the

24 rehabilitation.

25 [(2 The State tax credit allowed under this section may be allocated
26 among the partners, members, or shareholders of an entity in any manner agreed to
27 by those personsin writing.]

28 [(3)] (2 () For any rehabilitation, the [State tax credit]
29 SUBTRACTION MODIFICATION alowed under this section may not exceed $3,000,000.

30 (i) For the purposes of the limitation under subparagraph (i) of this
31 paragraph, the following shall be treated as a single rehabilitation:

32 1 The phased rehabilitation of the same structure or
33 property;
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1 2. The separate rehabilitation of different components of the
2 same structure or property; or

3 3. Therehabilitation of multiple structures that are
4 functionally related to serve an overall purpose.

5 [(4) The same tax credit may not be applied more than once against
6 different taxes)]

7 [(c) If the credit allowed under this section in any taxable year exceeds the
8 total tax otherwise payable by the business entity or theindividua for that taxable

9 year, the business entity or individual may claim arefund in the amount of the

10 excess]

11 [(d)] (© (@D} The Director and the Maryland Heritage Areas Authority may
12 adopt regulationsto establish procedures and standards for certifying heritage
13 dructures and rehabilitations under this section.

14 (2 The Director may not certify that arehabilitation isa certified

15 rehabilitation eigible for the [tax credit] SUBTRACTION MODIFICATION under this
16 section unlesstheindividual or business entity seeking certification states under oath

17 theamount of theindividual's or business entity's qualified rehabilitation

18 expenditures.

19 [(8)] (D) D In this subsection, "disgqualifying work" means work that:

20 (i) Is performed on a certified heritage structure for which a
21 rehabilitation has been certified under this section; and

22 (i) If performed as part of the rehabilitation certified under this
23 section, would have made the rehabilitation indligible for certification.

24 (2 Except as provided in paragraph (4) of this subsection, the [credit]
25 SUBTRACTION MODIFICATION alowed under this section shall be recaptured as
26 provided in paragraph (3) of this subsection if, during the taxable year in which a

27 certified rehabilitation is completed or any of the 4 taxable years succeeding the

28 taxable year in which the certified rehabilitation is completed, any disqualifying work
29 isperformed on the certified heritage structure for which the certified rehabilitation

30 has been completed.

31 (3) 0) 1 If the disqualifying work is performed during the taxable
32 year in which the certified rehabilitation was completed, 100% of the [credit]
33 SUBTRACTION MODIFICATION shall be recaptured.

34 2. If the disqualifying work is performed during the first full
35 year succeeding the taxable year in which the certified rehabilitation was completed,
36 80% of the [credit] SUBTRACTION MODIFICATION shall be recaptured.
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1 3. If the disqualifying work is performed during the second
2 full year succeeding the taxable year in which the certified rehabilitation was
3 completed, 60% of the [credit] SUBTRACTION MODIFICATION shall be recaptured.

4 4, If the disqualifying work is performed during the third full
5 year succeeding the taxable year in which the certified rehabilitation was compl eted,
6 40% of the [credit] SUBTRACTION MODIFICATION shall be recaptured.

7 5. If the disqualifying work is performed during the fourth
8 full year succeeding the taxable year in which the certified rehabilitation was
9 completed, 20% of the [credit] SUBTRACTION MODIFICATION shall be recaptured.

10 (i) Except as provided under paragraph (4) of this subsection, the
11 business entity or individual that claimed the [credit] SUBTRACTION MODIFICATION

12 shall [pay] ADD the amount to be recaptured as determined under subparagraph (i)

13 of this paragraph [as taxes payabl e to the State] TO MARYLAND TAXABLE INCOME

14 for thetaxable year in which the disqualifying work is performed.

15 4 Recapture of the credit alowed under this section isnot required if
16 the business entity or individual that claimed the [credit] SUBTRACTION

17 MODIFICATION does not own an interest in the certified heritage structure when the
18 disqualifying work is performed.

19 [() A refund payable under subsection () of this section:

20 (1) Operates to reduce the income tax revenue from corporationsif the
21 person entitled to therefund is a corporation subject to the income tax under Title 10
22 of the Tax - General Article;

23 (2 Operates to reduce insurance premium tax revenues if the person
24 entitled to therefund is subject to taxation under Title 6 of the Insurance Article; and

25 3 Operates to reduce the income tax revenue from individualsif the
26 person entitled to therefund is:

27 0) An individua subject to the income tax under Title 10 of the Tax
28 - General Article; or

29 (i) An organization exempt from taxation under § 501(c)(3) of the
30 Internal Revenue Code.]

31 [(9)] (E) (@D} On or before January 15, April 15, July 15, and October 15 of
32 each year, the Director shall report to the Governor and, subject to § 2-1246 of the

33 State Government Article, to the General Assembly, on the [credit] SUBTRACTION

34 MODIFICATION allowed under this section.

35 (2 The report required under paragraph (1) of this subsection shall
36 include for the preceding calendar quarter, for each commercial rehabilitation that
37 was completed during the calendar quarter and for each proposed commercial

38 rehabilitation that remainsincomplete as of the end of the calendar quarter:
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1 Q) The name of the owner or devel oper that has applied for
2 approval of the [tax credit] SUBTRACTION MODIFICATION;

3 (i) The name and address of the proposed or certified
4 rehabilitation and the county where the project islocated;

5 (iii) The dates of receipt and approval by the trust of all applications
6 regarding the project, including applicationsfor certification that a structure or

7 property will qualify as a certified heritage structure, for approval of the proposed

8 rehabilitation, and for certification of the completed rehabilitation;

9 (iv) The estimated rehabilitation expenditures stated in the
10 application for approval of the plan of proposed rehabilitation; and

11 (V) For projects completed during the calendar quarter, the final
12 qualified rehahilitation costs for the project and the amount of the [credit]
13 SUBTRACTION MODIFICATION for the certified rehabilitation.

14 (3) The report required on January 15 of each year shall summarize for
15 the preceding calendar year, for each category of certified rehabilitations specified in
16 paragraph (4) of this subsection:

17 (i) The number of applicantsfor:

18 1 Certification that a structure or property will qualify asa
19 certified heritage structure;

20 2. Approval of proposed rehabilitations; or

21 3. Certification of completed rehabilitations;

22 (i) The number of proposed rehabilitations approved and the

23 number of completed rehabilitations certified as qualifying for the tax [credit]
24 SUBTRACTION MODIFICATION under this section; and

25 (iii) The total estimated rehabilitation expenditures stated in
26 approved applications for approval of plans of proposed rehabilitation and the total
27 qualified rehabilitation expenditures for completed rehabilitations certified.

28 4 The information required under paragraph (3) of this subsection shall
29 be provided in the aggregate and separately for each of the following categories of

30 certified rehabilitations:

31 () Owner-occupied single family residential structures; and

32 (i) Commercial rehabilitations.

33 [(h] (P D Subject to the provisions of this subsection, the provisions of

34 this section and the [tax credit] SUBTRACTION MODIFICATION authorized under this
35 section shall terminate as of June 1, 2004.
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1 (2 On and after June 1, 2004:

2 (i) The [tax credit] SUBTRACTION MODIFICATION authorized
3 under this section may be claimed for rehabilitation projects for which an application

4 for approval of a plan of proposed rehabilitation was received by the Director on or

5 before May 31, 2004.

6 (i) The Director shall continue to report to the Governor and the
7 General Assembly asrequired under subsection (g) for as long as any rehabilitation

8 project for which an application for approval of aplan of proposed rehabilitation was

9 received by the Director on or before May 31, 2004 remains incompl ete.

10 Article - Education

11 21-501.

12 (b) (5) A contractor at a multicraft construction site may not qualify for the
13 tax [credit] BENEFIT authorized under this section for more than 2 students.

14 (© Q) In order for an employer to be digible to claim a[tax credit]
15 SUBTRACTION MODIFICATION UNDER THIS SECTION, each student must be employed
16 by the employer for 200 hours or more.

17 (2 An employer may claim atax credit in an amount equal to 15% of the
18 wages paid to each student during the taxable year under awork-based learning

19 program that has been approved by the Department as qualifying for the [tax credit]

20 SUBTRACTION MODIFICATION under this section.

21 (3) The cumulative [credit] SUBTRACTION MODIFICATION allowed
22 under this section to an employer in the current taxable year and all previous taxable
23 years may not exceed $1,500 per student.

24 [(4) If the credit allowed under this subsection in any taxable year
25 exceedsthetotal tax otherwise payable by the employer for that taxable year, the
26 excess may be carried forward and applied as a credit for succeeding taxable years
27 until the earlier of:

28 0) The full amount of excessisused; or
29 (i) The expiration of the 5th taxable year in which the contribution
30 was made.]

31 (d) The [tax credit] SUBTRACTION MODIFICATION authorized under this
32 section shall be allowed only for taxable years beginning on or before December 31,
33 2003.

34 (e (@D} The Department shall adopt regulations to implement this section.
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1 (2 0) The regulations adopted under this subsection shall include a
2 process for approval of paid work-based learning programs as qualifying for the tax
3 [credit] BENEFIT under this section.

4 (i) The number of eigible paid work-based learning program

5 students approved by the Department may not exceed 1,000 for each taxable year.

6 ©)] The regulations adopted under this subsection shall include a process
7 for certifying employers digibility for thetax [credit] BENEFIT under this section.

8 4 The Department may del egate the approval authority for programs

9 under this section to one or more private industry councils.

10 Article - Environment

11 2-901.

12 (b) A business entity may claim [atax credit] AN INCOME TAX SUBTRACTION
13 MODIFICATION in an amount equa to 50% of the cost of providing the following
14 commuter benefitsto the business entity's empl oyees.

15 D If provided for the purpose of travel between the employee's residence
16 and place of employment, any portion of the cost of transportation to or from a

17 location inthe Statein a vehicle or an ingrument that is used to offset any portion of

18 the cost of transportation to or from alocation in the State in avehicle:

19 () With a seating capacity of at least eight adult individuals; and

20 (i) At least 80% of the annual mileage of which isincurred:

21 1 For the purpose of transporting individual s between their
22 residences and their places of employment; and

23 2. On trips where the number of employees trangported

24 together isat least one-half of that vehicle's adult seating capacity;

25 (2 An instrument that:

26 0) Entitles an individual, a no additional cost or at areduced fare,

27 totransportation to or from alocation in the State on apublicly or privately owned
28 masstransit system other than ataxi service; or

29 (i) Isredeemable at atransit pass saes outlet for the purpose
30 stated initem (i) of thisitem; or

31 (3) For an employee who resides or works in the State;

32 0) A cash inlieu of parking program; or

33 (i) A guaranteed ride home.
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1 (0 The[credit] SUBTRACTION MODIFICATION allowed under this section
2 may not exceed $50 per individua employee per month.

3 [(d) (@D} The credit alowed under this section may not exceed the total tax
4 otherwise payable by the business entity for that taxable year, determined before the

5 application of the credit under this section but after the application of any other

6 credit.

7 (2 The unused amount of the credit under this section for any taxable
8 year may not be carried over to any other taxable year.]

9 Article- Labor and Employment

10 11-702.

11 (o The purpose of the pilot program isto implement a program in at least two
12 areas of the State to provide fidelity bonds and to qualify business entities for tax

13 [credits] BENEFITS to encourage the long-term employment of qualified ex-felon

14 employees under the pilot program.

15 11-704.

16 €)) Except as provided in subsection (c) of this section, abusiness entity that

17 hiresaqualified ex-felon employee through the pilot program established under this

18 subtitle may claim [atax credit] AN INCOME TAX SUBTRACTION MODIFICATION in
19 the amounts determined under subsection (b) of this section for wages paid to a

20 qualified ex-felon employee.

21 (b) For each taxable year, for the wages paid to each qualified ex-felon
22 employee, a[credit] SUBTRACTION MODIFICATION isallowed in an amount equal to:

23 D 30% of up tothefirst $6,000 of the wages paid to the qualified
24 ex-felon employee during thefirst year of employment; and

25 2 20% of up tothefirst $6,000 of the wages paid to the qualified
26 ex-felon employee during the second year of employment.

27 (o (1) A business entity may not claim the [credit] SUBTRACTION
28 MODIFICATION under this section for an employee:

29 () who is hired to replace alaid off employee or to replace an
30 employee who ison strike; or

31 (i) for whom the business entity simultaneously receives federal or
32 State employment training benefits.

33 2 A business entity may not claim the [credit] SUBTRACTION
34 MODIFICATION under this section until it has notified the Department that a
35 qualified ex-felon employee has been hired.
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1 ©)] A business entity may claim a[credit] SUBTRACTION MODIFICATION
2 in the amount provided in paragraph (5) of this subsection for an employee whose
3 employment lagts less than 1 year if the employee:

4 () voluntarily terminates employment with the employer;

5 (i) is unable to continue employment dueto adisability or death;
6 or

7 (iii) isterminated for cause.

8 4 A business entity may not claim the [credit] SUBTRACTION

9 MODIFICATION under this section if the business entity is claiming a[tax credit]
10 SUBTRACTION MODIFICATION for the same employee under Article 88A, § 54 of the
11 Code or § 21-309 of the Education Article.

12 (5) Q) If abusiness entity is entitled to a[tax credit] SUBTRACTION
13 MODIFICATION for an employee who is employed for less than 1 year because the

14 employee voluntarily terminates employment with the employer to take another job,

15 the business entity may claim a[tax credit] SUBTRACTION MODIFICATION of 30% of

16 up to thefirst $6,000 of the wages paid to the employee during the course of

17 employment.

18 (i) If abusiness entity is entitled to a[tax credit] SUBTRACTION
19 MODIFICATION for an employee who is employed for less than 1 year for areason

20 other than that described in subparagraph (i) of this paragraph, the amount of the

21 [credit] SUBTRACTION MODIFICATION shall be reduced by the proportion of a year

22 that the employee did not work.

23 [(d) If the credit allowed under this section in any taxable year exceeds the
24 total tax otherwise payable by the business entity for that taxable year, a business
25 entity may apply the excess as a credit for succeeding taxable years until the earlier
26 of:

27 (1) the full amount of the excessis used; or

28 2 the expiration of the fifth taxable year after the taxable year in
29 which the wages for which the credit is claimed are paid.

30 (e If acredit is claimed under this section, the claimant must make the
31 addition required in § 10-205 or § 10-306 of the Tax - General Article]

32 11-705.

33 @ The Department, in consultation with the Board, shall adopt regulations
34 necessary to carry out the provisions of this subtitle.

35 (b) The Comptraller shall adopt regulationsto provide for the computation
36 [and carryover of the credit under § 10-704.10] OF THE SUBTRACTION
37 MODIFICATION UNDER § 10-233 of the Tax - General Article.
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1 © (1) THE PROVISIONS OF THIS SUBTITLE AND THE INCOME TAX
2 SUBTRACTION MODIFICATION AUTHORIZED UNDER THIS SUBTITLE SHALL
3 TERMINATE AS OF JANUARY 1, 2005.

4 2 THE SUBTRACTION MODIFICATION AUTHORIZED UNDER THIS
5 SUBTITLE MAY BE CLAIMED ONLY FOR EMPLOYEESHIRED ON OR AFTER JULY 1, 2002
6 BUT BEFORE DECEMBER 31, 2004.

7 Article- Tax - Property
8 9-230.
9 (b) (2 Q) If a property tax credit is granted under paragraph (1) of this

10 subsection, a business entity that meets the requirements for the property tax credit

11 under this section and obtains certification from the county or municipa corporation

12 may claim a[State tax credit againg] SUBTRACTION MODIFICATION FOR PURPOSES
13 OF theindividual or corporateincome tax[, insurance premiums tax, or financial

14 institution franchise tax] as provided under subsection (c)(3) of this section.

15 (i) If an enhanced property tax credit is granted under this section
16 and a business entity and its affiliates meet the requirements for the enhanced

17 property tax credit and obtain certification from the county or municipal corporation,

18 the business entity or any of its affiliates may claim a[State tax credit against]

19 SUBTRACTION MODIFICATION FOR PURPOSES OF the individual or corporate income
20 tax[, insurance premiumstax, or financial ingtitution franchise tax] as provided

21 under subsection (d)(4) of this section.

22 (o (3) On receipt of notification under subsection (b)(7) of this section that a
23 business entity has been certified for a property tax credit under this subsection, the

24 Department shall compute and certify to the Comptroller [or, in the case of the

25 insurance premiumstax, the Maryland Insurance Commissioner] the amount of the

26 [Statetax credit] SUBTRACTION MODIFICATION authorized under this subsection

27 that may be claimed [againg] FOR PURPOSES OF theindividual or corporate income

28 tax, [insurance premiumstax, or financial ingtitution franchise tax that would

29 otherwise be dug] to, equal a percentage of the amount of property tax imposed on the

30 assessment of the new or expanded premises, asfollows:

31 0) 28% in the 1st and 2nd taxable years;

32 (i) 21% in the 3rd and 4th taxabl e years,

33 (iii) 14% in the 5th and 6th taxable years; and
A (iv) 0% for each taxable year theresfter.

35 (d) (5) On receipt of natification under subsection (b)(7) of this section that a
36 business entity has been certified for an enhanced property tax credit under this

37 subsection, the Department shall compute and certify to the Comptroller [or, in the

38 case of the insurance premiumstax, the Maryland Insurance Commissioner] the

39 amount of the [State tax credit] SUBTRACTION MODIFICATION authorized under this
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1 subsection that may be claimed by the business entity or any of its affiliates

2 [against] FOR PURPOSES OF the individual or corporate income tax, [insurance

3 premiumstax, or financial ingtitution franchise tax that would otherwise be due] to
4 equa 31.5% of the amount of property tax imposed on the increase in assessment of
5 thereal and personal property described in paragraph (4)(ii) of this subsection for

6 each of thefirst 12 taxable years for which the [credit] SUBTRACTION

7 MODIFICATION is alowed.

8 [(e The same State tax credit cannot be applied more than once against
9 different taxes by the same taxpayer.]

10 [(F) If the State tax credit allowed under this section in any taxable year

11 exceedsthetotal tax otherwise payable by the business entity for that taxable year, a
12 business entity or its affiliates may apply the excess as a credit for succeeding taxable
13 yearsuntil the earlier of:

14 (1) the full amount of the excessis used; or

15 (2 the expiration of the 5th taxable year after the taxable year in which
16 the State tax credit is claimed.]

17 [(9) The Maryland Insurance Commissioner shall adopt regulationsto provide
18 for the computation, carryover, and recapture of the State tax credit under § 6-116 of
19 the Insurance Article]

20 [(h) The Department shall adopt regulationsto provide for the computation,
21 carryover, and recapture of the State tax credit under 8 8-217 of the Tax - General
22 Article]

23 (] (E) The Comptroller shall adopt regulationsto provide for the
24 computation[, carryover,] and recapture of the [State tax credit] SUBTRACTION
25 MODIFICATION under [8 10-704.8] § 10-231 of the Tax - General Article.

26 [ (3] Thelessor of real property digible for property tax credits under this
27 section shall reduce by the amount of the property tax credits computed under this

28 section the amount of taxes for which the eligible business entity is contractually

29 liable under the lease agreement.

30 [(K)] (G The governing body of the county or municipal corporation shall
31 provide, by law, for:

32 (1) the specific requirements for eigibility for atax credit authorized
33 under this section;

A (2 any additional limitations on digibility for the credit;

35 3 the information to be supplied by the business entity to a county or

36 municipal corporation and the Comptroller to verify that the business entity is not
37 subject to subsection [(1)] (H) of this section; and
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1 4 any other provision appropriate to implement the credit.

2 [(D] (H) All credits AND SUBTRACTION MODIFICATIONS claimed under this
3 section for ataxable year shall be recaptured if, during the 3 taxable years succeeding
4 thetaxable year in which a credit was claimed:

5 Q) the employment level or square footage of a business entity at the
6 premisesfalls below the applicable thresholds required to qualify for the property tax
7 credit under subsection (c) of this section; or

8 2 For the enhanced property tax credit, the employment level or square
9 footage of a business entity, together with its affiliates, a the premises falls below the

10 applicablethresholds required to qualify for the enhanced property tax credit under

11 subsection (d) of this section.

12 [(my On October 1 of each year, each county and municipal corporation
13 that has granted tax credits under this section shall report to the Department, the
14 Department of Business and Economic Devel opment, and the Comptroller:

15 (1) the amount of each credit granted for that year; and

16 (2 whether the business entity is in compliance with the requirements
17 for thetax credit.

18 [(m] J (1) After abusiness entity has complied with all the requirements
19 provided in this section and in any applicable local law for a particular tax credit, the

20 business entity shall be entitled to claim the credits for the term provided in this

21 section.

22 (2 No abrogation of thislaw or law hereinafter enacted that eliminates
23 or reduces the tax credits available under this section shall apply to any business

24 entity or affiliate of a business entity that qualified for the tax credits before the

25 effective date of such law or abrogation.

26 Article- Tax - General

27 10-208.

28 (A-1) THE SUBTRACTION UNDER THIS SECTION INCLUDES THE SUBTRACTIONS
29 ALLOWED UNDER PART V OF THIS SUBTITLE.

30 10-218.

31 (b) An individua who electsto itemize deductionsis allowed as a deduction
32 the sum of theindividual's federal itemized deductions:

33 (1) limited and reduced asrequired under the Internal Revenue Code;
34 AND
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1 [(2 further reduced by any amount deducted under § 170 of the Interna
2 Revenue Code for contributions of a preservation or conservation easement for which
3 acredit isclaimed under 8 10-723 of thistitle; and]

4 [(3 2 further reduced by the amount claimed as taxes on income paid
5 toadate or political subdivision of a state, after subtracting a pro rata portion of the
6 reduction to itemized deductions required under 8 68 of the Interna Revenue Code.

7 PART V. ADDITIONAL ADJUSTMENTS TO DETERMINE MARYLAND TAXABLE INCOME.
8 10-226.
9 (b) (@D} Any business entity that islocated in an enterprise zone and

10 satisfies the requirements of Article 83A, § 5-404 of the Code may claim [a credit only

11 againg the State income tax] A SUBTRACTION MODIFICATION for the wages specified
12 in subsections (c) and (d) of this section that are paid in the taxable year for which the

13 entity claimsthe [credit] SUBTRACTION MODIFICATION.

14 (2 A business entity that islocated in a focus area and satisfies the

15 requirements of Article 83A, 8§ 5-404 of the Code may claim a[credit only against the

16 State income tax] SUBTRACTION MODIFICATION for the wages specified in subsection
17 (e) of this section that are paid to afocus area employee in the taxable year for which

18 the entity claimsthe[credit] SUBTRACTION MODIFICATION.

19 [(3) An organization that is exempt from taxation under § 501(c)(3) or (4)
20 of the Internal Revenue Code may apply the credit under this section as a credit

21 againg income tax due on unrelated business taxable income as provided under 88§

22 10-304 and 10-812 of thistitle]

23 (© If a business entity does not claim an enhanced [tax credit] SUBTRACTION
24 MODIFICATION under subsection (€) of this section for afocus area employee, for the
25 taxable year in which a business entity satisfies the requirements of Article 83A, §

26 5-404 of the Code, a[credit] SUBTRACTION MODIFICATION isallowed that equals:

27 (1) up to $3,000 of the wages paid to each qualified employee who:
28 0) is an economically disadvantaged individual; and
29 (i) isnot hired to replace an individual whom the business entity

30 employed in that or any of the 3 preceding taxable years; and

31 (2 up to $1,000 of the wages paid to each qualified employee who:
32 0) isnot an economically disadvantaged individual; and
33 (i) isnot hired to replace an individual whom the business entity

34 employed in that or any of the 3 preceding taxable years.

35 (d) (@D} If a business entity does not claim an enhanced [tax credit]
36 SUBTRACTION MODIFICATION under subsection (e) of this section for a focus area



29 HOUSE BILL 1084

1 employee, for each taxable year after the taxable year described in subsection (c) of
2 this section, while the areaiis designated an enterprise zone, a[credit] SUBTRACTION
3 MODIFICATION is alowed that equals:

4 ) up to $3,000 of the wages paid to each qualified employee who:
5 1. isan economically disadvantaged individual;
6 2. became a qualified employee during the taxable year to

7 which the credit applies; and

8 3. isnot hired to replace an individual whom the business
9 entity employed in that or any of the 3 preceding taxable years,

10 (i) up to $2,000 of the wages paid to each qualified employeewho is
11 an economically disadvantaged individual, if the business entity received a credit

12 under subsection (c)(1) of this section for the qualified employee in the immediately

13 preceding taxable year; and

14 (iii) up to $1,000 of the wages paid to each qualified employeewho is
15 not hired to replace an individual whom the business entity employed in that or any
16 of the 3 preceding taxable yearsif the qualified employee:

17 1 isan economically disadvantaged individua for whom the
18 business entity received a credit under subsection (c)(1) of this section or item (i) of

19 this paragraph and a credit under item (ii) of this paragraph in the 2 immediately

20 preceding taxable years; or

21 2. isnot an economically disadvantaged individual but
22 became a qualified employee during the taxabl e year to which the credit applies.

23 2 A business entity that hires a qualified employee to replace another
24 qualified employee for whom the business entity received a [credit] SUBTRACTION

25 MODIFICATION under subsection (c)(1) of this section and paragraph (1)(ii) of this

26 subsection in theimmediately preceding taxable year may treat the new qualified

27 employee as the replacement for the other qualified employee to determine any

28 [credit] SUBTRACTION MODIFICATION that may be available to the business entity
29 under paragraph (21)(ii) or (iii) of this subsection.

30 (e (1) For the taxable year in which a business entity satisfiesthe
31 requirements of Article 83A, 88 5-402(k) and 5-404 of the Code, a [credit]
32 SUBTRACTION MODIFICATION isalowed that equals:

33 () up to $4,500 of the wages paid to each focus area empl oyee who:
34 1. isan economically disadvantaged individual; and
35 2. isnot hired to replace an individual whom the business

36 entity employed in that year or any of the 3 preceding taxable years; and
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1 (i) up to $1,500 of the wages paid to each focus area empl oyee who:
2 1. isnot an economically disadvantaged individual; and
3 2. isnot hired to replace an individual whom the business

4 entity employed in that year or any of the 3 preceding taxable years.

5 2 For each taxable year after the taxable year described in paragraph
6 (1) of this subsection, while the areais designated afocus area, a[credit]
7 SUBTRACTION MODIFICATION is alowed that equds:

8 Q) up to $4,500 of the wages paid to each focus area empl oyee who:
9 1. isan economically disadvantaged individual;
10 2 became a focus area employee during the taxable year to

11 which the [credit] SUBTRACTIbN MODIFICATION applies; and

12 3. isnot hired to replace an individual whom the business
13 entity employed in that year or any of the 3 preceding taxable years;

14 (i) up to $3,000 of the wages paid to each focus area empl oyee who
15 isan economically disadvantaged individual, if the business entity received a [credit]

16 SUBTRACTION MODIFICATION under paragraph (1)(i) of this subsection for the focus

17 areaemployeein theimmediately preceding taxable year; and

18 (iii) up to $1,500 of the wages paid to each focus area empl oyee who
19 isnot hired to replace an individua whom the business entity employed in that year
20 or any of the 3 preceding taxable years if the focus area employee:

21 1 is an economically disadvantaged individua for whom the
22 business entity received a[credit] SUBTRACTION MODIFICATION under item (ii) of
23 this paragraph in the 2 immediately preceding taxable years and under:

24 A. paragraph (1)(i) of this subsection; or
25 B. item (i) of this paragraph; or
26 2. isnot an economically disadvantaged individual but

27 became a focus area employee during the taxabl e year to which the [credit]
28 SUBTRACTION MODIFICATION applies.

29 ©)] A business entity that hires a focus area employee to replace another
30 focus area employee for whom the business entity received a [credit] SUBTRACTION

31 MODIFICATION under paragraph (1)(i) of this subsection and paragraph (2)(ii) of this
32 subsection in theimmediately preceding taxable year may treat the focus area

33 employee as the replacement for the other focus area employee to determine any

34 [credit] SUBTRACTION MODIFICATION that may be available to the business entity
35 under paragraph (2)(ii) or (iii) of this subsection.
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1 [(f) If the credit allowed under this section in any taxable year exceeds the
2 Stateincome tax for that taxable year, a business entity may apply the excessasa
3 credit againg the State income tax for succeeding taxable years until the earlier of:

4 (1) the full amount of the excessis used; or

5 2 the expiration of the 5th taxable year from the date on which the
6 business entity hired the qualified employee to whom the credit first applies.]

7 [(9) If acredit is claimed under this section, the claimant must make the
8 addition required in § 10-205, § 10-206, or 8 10-306 of thistitle.]

9 10-227.
10 (b) This section [does not apply] APPLIES ONLY to:

11 (@D} a cogenerator or electricity supplier that is subject to the public
12 service company franchisetax; or

13 (2 an eectricity supplier that, before July 1, 1999, was [not] an eectric
14 company as defined in § 1-101 of the Public Utility Companies Article asin effect on

15 June 30, 1999, unless the e ectricity supplier] OR isan affiliate of such an electric

16 company.

17 (© A cogenerator or eectricity supplier may claim a[credit] SUBTRACTION
18 MODIFICATION againg the State income tax in the amount of $3 for each ton of

19 Maryland-mined coal that the cogenerator or el ectricity supplier purchased in the

20 taxable year.

21 [(d) (@D} A cogenerator or eectricity supplier may only apply the credit
22 againg the Stateincome tax for the taxable year in which the credit was earned.

23 (2 The amount of the credit may not exceed the State income tax for
24 that taxable year.]

25 10-228.

26 Anindividua or a corporation may claim a[credit againg the income tax]

27 SUBTRACTION MODIFICATION for wages paid to qualified employees as provided
28 under Article 83A, § 5-1102 of the Code.

29 10-229.

30 AN INDIVIDUAL OR CORPORATION MAY CLAIM A SUBTRACTION MODIFICATION
31 FOR A CERTIFIED REHABILITATION AS PROVIDED UNDER ARTICLE 83B, § 5-801 OF
32 THE CODE.
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1 10-230.

2 Anindividua or a corporation may claim a[credit againg the State income
3 tax] SUBTRACTION MODIFICATION for neighborhood and community assistance
4 contributions as provided under Article 83B, § 4-704 of the Code.

5 10-231.

6 Anindividua or a corporation may claim a[State tax credit against the income
7 tax] SUBTRACTION MODIFICATION as provided under § 9-230 of the Tax - Property
8 Article.

9 10-232.

10 @ Subject to the provisions of this section, an individual or a corporation may
11 claim a[credit againg the State income tax] SUBTRACTION MODIFICATION for a
12 taxable year in the amount equal to 50% of the certified additional commercia

13 fertilizer costs necessary to convert agricultura production to a nutrient management

14 plan under Title 8, Subtitle 8 of the Agriculture Article.

15 (b) Q) The[credit] SUBTRACTION MODIFICATION allowed under this
16 section may only be claimed by an individual or a corporation for up to 3 consecutive
17 taxable years.

18 2 The[credit] SUBTRACTION MODIFICATION allowed under this
19 section may not exceed $4,500 in any taxable year.

20 [(3) () If the credit allowed under this section in any taxable year
21 exceedsthetotal tax otherwise payable by the individual or corporation for that

22 taxable year, theindividual or corporation may apply the excess as a credit for

23 succeeding taxable years until the earlier of:

24 1. the full amount of the excessis used; or
25 2. the expiration of the 5th succeeding taxable year.
26 (i) Any excess credit carried forward under this paragraph does not

27 apply to the credit limit specified in paragraph (2) of this subsection.]

28 (o The[credit] SUBTRACTION MODIFICATION allowed under this section
29 may not be earned for any [credit] TAXABLE year beginning on or after January 1,
30 2009.

31 (d) D To quaify for the[credit] SUBTRACTION MODIFICATION under this
32 section, anindividual or a corporation must receive a statement from the Department
33 of Agriculture certifying:

A 0) that the individua or corporation has submitted a nutrient
35 management plan to the Department in accordance with Title 8, Subtitle 8 of the
36 Agriculture Article;
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1 (i) that the additional commercial fertilizer costs are necessary to
2 convert agricultura production to comply with anutrient management plan under
3 Title 8, Subtitle 8 of the Agriculture Article; and

4 (iii) the amount of the [credit] SUBTRACTION MODIFICATION that
5 theindividua or corporation isdigibleto take for the taxable year.

6 (2 An individua or a corporation must file proof of certification by the
7 Department of Agriculturein amanner prescribed by the Comptroller.

8 (e Subject to the provisions of this subsection, the State Department of
9 Agriculture shall adopt regulations necessary to carry out the provisions of this
10 section.

11 10-233.

12 AN INDIVIDUAL OR CORPORATION MAY CLAIM A SUBTRACTION MODIFICATION
13 FOR WAGES PAID TO A QUALIFIED EX-FELON EMPLOYEE AS PROVIDED UNDER §
14 11-704 OF THE LABOR AND EMPLOYMENT ARTICLE.

15 10-234.

16 €)) An individual may claim a [credit against the State income tax]

17 SUBTRACTION MODIFICATION for ataxable year in the amount specified in
18 subsection (b) of this section for property tax paid in that taxable year for

19 owner-occupied, residential real property that is granted a property tax credit under
20 §89-317(e), 8 9-318(d), or § 9-326 of the Tax - Property Article.

21 (b) The[credit] SUBTRACTION MODIFICATION shall equal the amount of the
22 property tax credit granted for property tax paid under § 9-317(€), § 9-318(d), or §
23 9-326 of the Tax - Property Article.

24 [(c) If the credit allowed under this section in any taxable year exceeds the
25 State income tax for that taxable year, calculated before application of the credits

26 under this section and 88 10-701 and 10-701.1 of this subtitle, but after application of
27 the other credits alowable under this subtitle, the excess of the credit shall be

28 refunded.]

29 10-235.

30 (A) IN THIS SECTION, "LONG-TERM CARE INSURANCE" HAS THE MEANING
31 STATED IN § 18-101 OF THE INSURANCE ARTICLE.

32 (B) (1) SUBJECT TO THE LIMITATION UNDER PARAGRAPH (2) OF THIS
33 SUBSECTION, AN EMPLOYER MAY CLAIM A SUBTRACTION MODIFICATION IN AN
34 AMOUNT EQUAL TO 5% OF THE COSTS INCURRED BY THE EMPLOY ER DURING THE
35 TAXABLE YEARTO PROVIDE LONG-TERM CARE INSURANCE AS PART OF AN

36 EMPLOYEE BENEFIT PACKAGE.
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1 (2)  THE SUBTRACTION MODIFICATION ALLOWED UNDER THIS SECTION
2 MAY NOT EXCEED THE LESSER OF:

3 ) $5,000; OR

4 ()  $100 FOR EACH EMPLOYEE IN THE STATE COVERED BY

5 LONG-TERM CARE INSURANCE PROVIDED UNDER THE EMPLOY EE BENEFIT
6 PACKAGE.

7 10-236.

8 Anindividua or corporation may claim a[credit againg the State income tax]
9 SUBTRACTION MODIFICATION for wages paid to each student under an approved paid
10 work-based learning program as provided under § 21-501 of the Education Article.

11 10-237.

12 Anindividua or corporation may claim a[credit againg the State income tax]
13 SUBTRACTION MODIFICATION for One Maryland project costs and start-up costs as
14 provided under Article 83A, 8§ 5-1501(b) and (c) of the Code.

15 10-238.

16 AN INDIVIDUAL OR CORPORATION MAY CLAIM A SUBTRACTION MODIFICATION
17 FOR THE COST OF PROVIDING COMMUTER BENEFITSTO THE BUSINESS ENTITY'S
18 EMPLOYEES AS PROVIDED UNDER § 2-901 OF THE ENVIRONMENT ARTICLE.

19 10-239.

20 €) An individua who is a classroom teacher holding a andard professional

21 certificate or an advanced professional certificate may claim a[credit againg the

22 State income tax] SUBTRACTION MODIFICATION for up to $1,500 of tuition paid by
23 theindividual during the taxable year for graduate level courses required to maintain

24 certification if the individual:

25 D successfully compl etes the courses with agrade of B or better;
26 2 is employed by a county board of education;
27 (3) teachesin a public school and receives a satisfactory performance

28 evauation for that teaching; and

29 4 has not been reimbursed by the county for the tuition paid.

30 (b) [(D] If acounty partially reimburses an individua for tuition paid, the

31 individua may claim a[tax credit] SUBTRACTION MODIFICATION allowed under this
32 section for the balance of the tuition not paid by the county.

33 [(2) The credit allowed under this section may not exceed the State
34 income tax for that taxable year, cal culated before the application of the credits
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1 alowed under this section and 88 10-701 and 10-701.1 of this subtitle but after the
2 application of the other credits alowable under this subtitle.

3 ©)] The unused amount of the credit for any taxable year may not be
4 carried over to any other taxable year.]

5 10-240.

6 @ In this section, "digiblelong-term care premiums' means eligible

7 long-term care premiums within the meaning of § 213(d)(10) of the Internal Revenue
8 Code for along-term care insurance contract covering an individual whoisa
9 Maryland resident.

10 (b) Anindividua may claim a[credit against the State income tax]

11 SUBTRACTION MODIFICATION in an amount equal to 100% of the eigible long-term
12 care premiums paid by theindividual during the taxable year for long-term care

13 insurance covering theindividual or theindividual's spouse, parent, stepparent,

14 child, or stepchild.

15 (© The [credit] SUBTRACTION MODIFICATION allowed under this section:

16 (1) may not exceed $500 for each insured covered by long-term care

17 insurance for which theindividual pays the premiums;

18 2 may not be claimed by more than one taxpayer with respect to the

19 sameinsured individual; and

20 3 may not be claimed with respect to an insured individua if:

21 (i) the insured individua was covered by long-term care insurance

22 at any time before July 1, 2000; or

23 (i) the [credit] SUBTRACTION MODIFICATION has been claimed
24 with respect to that insured individual by any taxpayer for any prior taxable year.

25 [(d) D Thetotal amount of the credit allowed under this section for any
26 taxable year may not exceed the State income tax for that taxable year, cdculated

27 before application of the credits under this section and 88 10-701 and 10-701.1 of this
28 subtitle, but after application of the other credits allowable under this subtitle.

29 2 The unused amount of the credit for any taxable year may not be
30 carried over to any other taxable year.]

31 [(e)] (D) The[credit] SUBTRACTION MODIFICATION allowed under this
32 section does not affect the treatment under thistitle of any deduction or exclusion

33 dlowed for federal income tax purposes for the dligible long-term care premiums paid

34 by theindividual.

35 [ (E) On or before December 1, 2005 and each December 1 theregfter, the
36 Comptroller shall report to the Governor and, subject to § 2-1246 of the State
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1 Government Article, to the General Assembly, regarding the [credit] SUBTRACTION
2 MODIFICATION allowed under this section, including:

3 (1) the number of individuals who have claimed the [credit]

4 SUBTRACTION MODIFICATION, the amount allowed as[credits] A SUBTRACTION
5 MODIFICATION, and the additional number of individuals covered by long-term care
6 insurance as aresult of the [credit] SUBTRACTION MODIFICATION; and

7 (2 the savings under the State's Medical Assistance Program asa result
8 of additional individuals being covered by long-term care insurance as aresult of the
9 [credit] SUBTRACTION MODIFICATION.

10 10-241.

11 (b) Anindividua or a corporation may claim a[credit againg the State

12 income tax] SUBTRACTION MODIFICATION for ataxable year as provided in this
13 section for the costs of solar water heating property or photovoltaic property placed in
14 service during the taxable year.

15 (o (1) Subject to the limitations under paragraph (2) of this subsection, the
16 [credit] SUBTRACTION MODIFICATION allowed under this section includes 15% of the
17 total installed cost of photovoltaic property or solar water heating property.

18 (2 The [credit] SUBTRACTION MODIFICATION alowed under this
19 subsection may not exceed:

20 () $2,000 for each system for photovoltaic property; and

21 (i) $1,000 for each system for solar water heating property.

22 [(d) (@D} Thetotal amount of the credit allowed under this section for any
23 taxable year may not exceed the State income tax for that taxable year, cdculated

24 before application of the credits under this section and 88 10-701 and 10-701.1 of this
25 subtitle, but after application of the other credits allowable under this subtitle.

26 2 The unused amount of the credit for any taxable year may not be
27 carried over to any other taxable year.]

28 [(8)] (D) Except as otherwise provided in thistitle, for purposes of
29 determining Maryland taxable income, the basis of property with respect to which the

30 [credit] SUBTRACTION MODIFICATION under thissection isallowed shall beitsbasis
31 for federal income tax purposes.

32 (] (E) The[credit] SUBTRACTION MODIFICATION under this section may
33 not be claimed for property placed in service:

34 D before July 1, 2000; or

35 2 after December 31, 2004.



37 HOUSE BILL 1084

1 10-242.

2 (b) (1) Except as provided in paragraph (2) of this subsection, an individual
3 or corporation may claim a[credit] SUBTRACTION MODIFICATION against the State
4 incometax for ataxable year in an amount equal to 0.85 cents for each kilowatt hour

5 of eectricity:

6 () produced by the individual or corporation from qualified energy
7 resources at aqualified Maryland facility during the 10-year period beginning on:

8 1 the date the facility was originally placed in service; or
9 2. in the case of afacility that produces dectricity from a

10 qualified energy resource that is co-fired with coal, the date of the initial co-firing;
11 and

12 (i) sold by the individual or corporation to a person other than a
13 related person, within the meaning of § 45 of the Internal Revenue Code, during the
14 taxable year.

15 (2 If the electricity is produced from a qualified energy resource thet is
16 co-fired at afacility that produces el ectricity from coal, the [credit] SUBTRACTION

17 MODIFICATION is0.5 cents for each kilowatt hour of eectricity produced from the

18 qualified energy resource instead of 0.85 cents.

19 [(0) If the credit allowed under this section exceeds the State income tax, any
20 unused credit may be carried forward and applied for succeeding taxable years until
21 theearlier of:

22 (1) the full amount of the credit is used; or

23 2 the expiration of the 10th taxable year after the taxable year in
24 which the credit arose.]

25 10-243.

26 (b) Subject to the limitations of this section, an individual or a corporation
27 may claim [credits] A SUBTRACTION MODIFICATION against the State income tax in
28 an amount equal to:

29 (@D} 3% of the Maryland qualified research and devel opment expenses,
30 not exceeding the Maryland base amount for the individual or corporation, paid or
31 incurred by theindividual or corporation during the taxable year; and

32 2 10% of the amount by which the Maryland quaified research and
33 development expenses paid or incurred by the individual or corporation during the
34 taxable year exceed the Maryland base amount for the individual or corporation.

35 [(c) (@D} By September 15 of the calendar year following the end of the taxable
36 year in which the Maryland qualified research and devel opment expenses were
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1 incurred, an individual or corporation shall submit an application to the Department
2 for the credits allowed under subsection (b)(1) and (2) of this section.

3 2 () Except as provided under paragraph (4) of this subsection, the
4 total amount of credits approved by the Department under subsection (b)(1) of this
5 section may not exceed $3,000,000 for any calendar year.

6 (i) Subject to paragraph (4) of this subsection, if the total amount
7 of creditsapplied for by all individuals and corporations under subsection (b)(1) of this

8 section exceeds the maximum specified under subparagraph (i) of this paragraph, the

9 Department shall approve a credit under subsection (b)(1) of this section for each

10 applicant in an amount equal to the product of multiplying the credit applied for by

11 theapplicant times afraction:

12 1. the numerator of which isthe maximum specified under
13 subparagraph (i) of this paragraph; and

14 2. the denominator of which isthe total of all credits applied
15 for by all applicants under subsection (b)(1) of this section in the calendar year.

16 (3) (i) Except as provided in paragraph (4) of this subsection, the total
17 amount of credits approved by the Department under subsection (b)(2) of this section
18 may not exceed $3,000,000 for any calendar year.

19 (i) Subject to paragraph (4) of this subsection, if the total amount
20 of creditsapplied for by all individuals and corporations under subsection (b)(2) of this

21 section exceeds the maximum specified under subparagraph (i) of this paragraph, the

22 Department shall approve a credit under subsection (b)(2) of this section for each

23 applicant in an amount equal to the product of multiplying the credit applied for by

24 the applicant times a fraction:

25 1 the numerator of which isthe maximum specified under
26 subparagraph (i) of this paragraph; and

27 2. the denominator of which isthe total of all credits applied
28 for by all applicants under subsection (b)(2) of this section in the calendar year.

29 4 0) For any calendar year, if the maximum specified under
30 paragraph (2)(i) of this subsection exceeds the total amount of credits applied for by
31 dl individuas and corporations under subsection (b)(1) of this section, the maximum
32 specified under paragraph (3)(i) of this subsection shall be increased for that calendar
33 year by an amount equal to the amount by which the maximum specified under

34 paragraph (2)(i) of this subsection exceeds the total amount of credits applied for by
35 dl individuals and corporations under subsection (b)(1) of this section.

36 (i) For any calendar year, if the maximum specified under
37 paragraph (3)(i) of this subsection exceeds the total amount of credits applied for by
38 dl individuas and corporations under subsection (b)(2) of this section, the maximum
39 specified under paragraph (2)(i) of this subsection shall be increased for that calendar
40 year by an amount equal to the amount by which the maximum specified under
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1 paragraph (3)(i) of this subsection exceeds the total amount of credits applied for by
2 al individuals and corporations under subsection (b)(2) of this section.

3 (5) By December 15 of the calendar year following the end of the taxable
4 year in which the Maryland qualified research and devel opment expenses were

5 incurred, the Department shall certify to the individual or corporation the amount of

6 theresearch and devel opment tax credits approved by the Department for the

7 individual or corporation under subsection (b)(1) and (2) of this section.

8 (6) To claim the approved credits allowed under this section, an
9 individual or corporation shall:

10 Q) file an amended income tax return for the taxable year in which
11 the Maryland qualified research and devel opment expense was incurred; and

12 (i) attach a copy of the Department's certification of the approved
13 credit amount to the amended income tax return.]

14 [(d) If the credit allowed under this section in any taxable year exceeds the
15 State income tax for that taxable year, an individua or corporation may apply the
16 excessas acredit against the State income tax for succeeding taxable years until the
17 earlier of:

18 (1) the full amount of the excessis used; or

19 2 the expiration of the 15th taxable year after the taxable year in

20 which the Maryland qualified research and devel opment expense was incurred.]

21 [(e (1) In determining the amount of the credit under this section:

22 () all members of the same controlled group of corporations, as

23 defined under § 41(f) of the Internal Revenue Code, shall be treated asa single
24 taxpayer; and

25 (i) the credit allowabl e by this section to each member shall beits
26 proportionate shares of the qualified research expenses giving rise to the credit.

27 (2 The Comptroller shall adopt regulations providing for:

28 () determination of the amount of the credit under this section in

29 the case of trades or businesses, whether or not incorporated, that are under common
30 control;

31 (i) pass-through and allocation of the credit in the case of estates
32 and trusts, partnerships, unincorporated trades or businesses, and S corporations,

33 (iii) adjustmentsin the case of acquisitions and dispositions
34 described in 8§ 41(f)(3) of the Internal Revenue Code; and

35 (iv) determination of the credit in the case of short taxable years.
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1 ©)] Theregulations adopted under paragraph (2) of this subsection shall
2 be based on principles amilar to the principles applicable under § 41 of the Interna
3 Revenue Code and regulations adopted thereunder.]

4 (] (© (1) The Department of Business and Economic Devel opment and
5 the Comptroller jointly shall adopt regulations to prescribe standards for determining

6 when research or development is considered conducted in the State for purposes of

7 determining the [credit] SUBTRACTION MODIFICATION under this section.

8 (2 In adopting regulations under this subsection, the Department and
9 the Comptroller may consider:

10 0) the location where services are performed;

11 (i) the residence or business location of the person or persons

12 performing services,

13 (iii) the location where supplies used in research and development

14 are consumed; and

15 (iv) any other factorsthat the Department determines are relevant

16 for the determination.

17 (3) THE SUBTRACTION MODIFICATION UNDER THIS SECTION DOES NOT
18 APPLY TO ANY TAXABLE YEAR BEGINNING AFTER DECEMBER 31, 2004.

19 10-244.

20 €) (7) "[Credit] BENEFIT allowance year" meansthe later of:

21 Q) the taxable year during which:

22 1 the property, construction, completion, or rehabilitation on

23 which the credit allowed under this section is based isoriginally placed in service; or

24 2. afue cell, wind turbine, or photovoltaic module
25 congtitutes a qualifying alternate energy source and is fully operational; or

26 (i) the earliest taxable year for which the credit may be claimed
27 under theinitia [credit] BENEFIT certificate issued under subsection (k) of this
28 section.

29 (b) (1) An individua or a corporation may claim a[credit againg the State
30 incometax] SUBTRACTION MODIFICATION as provided under this section for green
31 buildings and green building components.

32 [(2 If the credit allowed under this section exceeds the State income tax,
33 any unused credit may be carried forward and applied for succeeding taxable years
34 until the earlier of:

35 Q) the full amount of the credit is used; or
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1 (i) the expiration of the 10th year after the taxable year for which
2 the credit was allowed.]

3 [(3) (2 For each of the [credits) AMOUNTS ALLOWED under
4 subsections (c) through (h) of this section, the [credit] SUBTRACTION MODIFICATION
5 may not be alowed for any taxable year unless:

6 () the taxpayer has obtained and filed an initia [credit] BENEFIT

7 certificate and an digibility certificate issued under subsection (k) of this section;

8 (i) a certificate of occupancy for the building has been issued; and

9 (iii) the property with respect to which the [credit] SUBTRACTION

10 MODIFICATION isclaimed isin service during the taxable year.

11 4 Thetotal amount alowed in the aggregate for [all credits] THE

12 SUBTRACTION MODIFICATION under this section may not exceed the maximum set
13 forth intheinitial [credit] BENEFIT certificate obtained under subsection (k) of this

14 section.

15 (5) In determining the amount of the [credits] SUBTRACTION
16 MODIFICATION under this section, a cost paid or incurred may not be the basis for
17 morethan one[credit] SUBTRACTION MODIFICATION.

18 (o (1) For the taxable year that isthe [credit] BENEFIT allowance year, an
19 owner or tenant may claim a[credit] SUBTRACTION MODIFICATION in an amount
20 equal to 8% of the alowable costs paid or incurred by the owner or tenant for the

21 construction of a green whole building or the rehabilitation of a building that isnot a

22 green whole building to be a green whole building.

23 2 The alowable costs used to determine the [credit] SUBTRACTION
24 MODIFICATION amount allowed under this subsection for a green whole building may
25 not exceed in the aggregate:

26 () $120 per square foot for that portion of the building that
27 comprises the base building; and

28 (i) $60 per square foot for that portion of the building that
29 comprises the tenant space.

30 (d) (1) For the taxable year that isthe [credit] BENEFIT allowance year, an
31 owner may claim a credit in an amount equal to 6% of the allowable costs paid or

32 incurred by the owner for the construction of a green base building or the

33 rehabilitation of a building that isnot a green base building to be a green base

34 building.

35 2 The alowable costs used to determine the [credit] SUBTRACTION
36 MODIFICATION amount allowed under this subsection for a green base building may
37 not exceed, in the aggregate, $120 per square foat.
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1 (e (1) For the taxable year that isthe [credit] BENEFIT allowance year, an
2 owner or tenant may claim a [credit] SUBTRACTION MODIFICATION in an amount

3 equal to 6% of the allowable costs for tenant improvements paid or incurred by the

4 owner or tenant in the construction or completion of green tenant space or the

5 rehabilitation of tenant space that is not green tenant space to be green tenant space.

6 (2 0) The allowable costs used to determine the [credit]
7 SUBTRACTION MODIFICATION amount allowed under this subsection for green tenant
8 space may not exceed, in the aggregate, $60 per square foat.

9 (i) If an owner and tenant both incur allowable costs for tenant
10 improvements under this subsection and the costs exceed $60 per square foot in the

11 aggregate, the owner has priority as to costs constituting the basis for the green

12 tenant space [credit] SUBTRACTION MODIFICATION under this subsection.

13 ©)] The [credit] SUBTRACTION MODIFICATION under this subsection for
14 green tenant space may hot be claimed by an owner of a building that occupies fewer
15 than 10,000 square feet of the building.

16 4 The [credit] SUBTRACTION MODIFICATION under this subsection for
17 green tenant space may not be claimed by a tenant that occupies fewer than 5,000
18 squarefeet.

19 Q) (1) For the taxable year that isthe [credit] BENEFIT allowance year, an
20 owner or tenant may claim a[credit] SUBTRACTION MODIFICATION in the amount
21 determined under this subsection for theinstallation of a fud cell that isaqualifying

22 dternate energy source and isingtalled to serve a green whole building, green base

23 building, or green tenant space.

24 2 The amount of the [credit] SUBTRACTION MODIFICATION allowed
25 under this subsection is 30% of the sum of the capitalized costs paid or incurred by an

26 owner or tenant with respect to each fuel cell ingalled, including the cost of the

27 foundation or platform and the labor costs associated with installation.

28 ©)] The costs used to determine the [credit] SUBTRACTION

29 MODIFICATION amount allowed under this subsection for ingallation of afud cell:

30 (i) may not exceed $1,000 per kilowatt of installed DC rated

31 capacity of the fuel cdl; and

32 (i) shall be reduced by the amount of any federal, State, or local
33 grant:

34 1 received by the taxpayer and used for the purchase or

35 ingtallation of the fuel cell; and
36 2. not included in the federal grossincome of the taxpayer.

37 (9) (@D} For the taxable year that isthe [credit] BENEFIT allowance year, an
38 owner or tenant may claim a[credit] BENEFIT in the amount determined under this
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1 subsection for the installation of photovoltaic modules that constitute a qualifying
2 aternate energy source and areinstalled to serve a green whole building, green base
3 building, or green tenant space.

4 (2 The amount of the [credit] SUBTRACTION MODIFICATION allowed
5 under this subsection is:

6 (i) 20% of the incremental cost paid or incurred by an owner or
7 tenant for building-integrated photovoltaic modules; and

8 (i) 25% of the cost of nonbuilding-integrated photovoltaic modules,
9 including the cost of the foundation or platform and the labor costs associated with
10 installation.

11 (3) The costs used to determinethe [credit] SUBTRACTION
12 MODIFICATION amount allowed under this subsection for installation of photovoltaic
13 modules:

14 () may not exceed the product obtained by multiplying $3 times
15 the number of wattsincluded in the DC rated capacity of the photovoltaic modules;
16 and

17 (i) shall be reduced by the amount of any federal, State, or local

18 grant:

19 1. received by the taxpayer and used for the purchase or
20 ingtallation of the photovaltai c equipment; and

21 2. not included in the federal grossincome of the taxpayer.
22 4) A [credit] SUBTRACTION MODIFICATION may not be claimed under

23 this subsection for theingtallation of photovoltaic modules if the [credit under §
24 10-719] SUBTRACTION MODIFICATION UNDER § 10-241 of this subtitleis claimed
25 with respect to the photovoltaic modules.

26 (h) (1) For the taxable year that isthe [credit] BENEFIT allowance year, an
27 owner or tenant may claim a[credit] SUBTRACTION MODIFICATION in the amount
28 determined under paragraph (2) of this subsection for the installation of awind

29 turbinethat isa qualifying aternate energy source and isinstalled to serve agreen

30 whole building, green base building, or green tenant space.

31 2 The amount of the [credit] SUBTRACTION MODIFICATION allowed
32 under this subsection is 25% of the sum of the capitalized costs paid or incurred by an

33 owner or tenant with respect to each wind turbineinstalled, including the cost of the

34 foundation or platform and the labor costs associated with installation.

35 0) (1) By regulation, the Administration shall adopt standards for a
36 building to qualify as a green base building dligible for thetax [credits] BENEFITS
37 under this section that are consistent with the criteriafor green base buildings set
38 forth by the United States Green Building Council or other smilar criteria.
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1 (2 The regulations adopted under this subsection shall provide that the
2 energy use shall be no more than 65% for new construction of a base building, or 75%

3 inthe case of rehabilitation of a base building, of the energy use attributable to a

4 reference building which meets the requirements of applicable energy efficiency

5 standards.

6 )] (@D} By regulation, the Administration shall adopt standards for tenant
7 space to qudify as green tenant space igible for the tax [credits] BENEFI TS under

8 this section that are consistent with the criteriafor green tenant space set forth by

9 the United States Green Building Council or other similar criteria.

10 (2 The regulations adopted under this subsection shall provide that the
11 energy use shall be no more than 65% for new construction, or 75% in the case of

12 rehabilitation, of the energy use attributabl e to areference building which meets the

13 requirements of applicable energy efficiency standards.

14 (k) (1) (i) On application by a taxpayer, the Administration shall issue an
15 initial [credit] BENEFIT certificateif the taxpayer has made a showing that the

16 taxpayer islikely within areasonable timeto placein service property for which a

17 credit under this section would be allowed.

18 (i) Theinitial [credit] BENEFIT certificate issued under this
19 paragraph:
20 1 shall statethe earliest taxable year for which the [credit]

21 SUBTRACTION MODIFICATION may be claimed and an expiration date; and

22 2. shall apply only to property placed in service on or before
23 the expiration date.

24 (iii) To avoid unwarranted hardship, the Administration at its
25 discretion may extend the expiration date stated under an initial [credit] BENEFIT
26 certificate.

27 (iv) Theinitial [credit] BENEFIT certificate shall state the
28 maximum amount of [credit] SUBTRACTION MODIFICATION allowablein the
29 aggregate for al [credits) AMOUNTS alowed under this section.

30 (V) The Administration may not issue initial [credit] BENEFIT
31 certificates, in the aggregate, for more than $25,000,000 worth of [credits]
32 SUBTRACTION MODIFICATION.

33 (vi) Except as provided in subparagraph (vii) of this paragraph,

34 initial [credit] BENEFIT certificates shall be limited in their applicability, asfollows:

35 [Credits] SUBTRACTION MODIFICATIONS in the With respect to taxable
36 aggregate may not be allowed for more than: years beginning:

37 $1million 2003

38 $2million 2004

39 $3 million 2005
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1 $4million 2006
2 $5million 2007
3 $4million 2008
4 $3million 2009
5 $2million 2010
6 $1million 2011
7 (vii) As of the end of a calendar year, if certificates for [credit]

8 SUBTRACTION MODIFICATION amounts totaling less than the amount permitted with
9 respect to taxable years beginning in that calendar year have been issued, the

10 maximum amount that may be allowed for taxable years beginning in the subsequent

11 calendar year shall be increased by the amount of the preceding year's shortfall.

12 (viii)  The Administration may not issue an initial [credit] BENEFT
13 certificate after December 31, 2011.

14 (ix) On January 1, 2004, and each year thereafter, the

15 Adminigration shall provide to the Comptroller alist of al taxpayersin the prior

16 taxable year that have been issued an initial [credit] BENEFIT certificate and shall

17 specify for each taxpayer the earliest taxable year for which the [credit]

18 SUBTRACTION MODIFICATION may be claimed and the maximum amount of the
19 [credit] SUBTRACTION MODIFICATION alowable in the aggregate for all [credits]
20 AMOUNTS allowed under this section.

21 2 Q) For each taxable year for which ataxpayer claimsa[credit]
22 SUBTRACTION MODIFICATION under this section with respect to a green whole

23 building, green base building, green tenant space, fuel cell, photovoltaic module, or

24 wind turbine, the taxpayer shall obtain an eligibility certificate from an architect or

25 professional engineer licensed to practice in this State.

26 (i) An digibility certificateissued under this paragraph shal
27 consigt of a certification, under the seal of the architect or engineer, that the property

28 that isthe basis for the [credit] SUBTRACTION MODIFICATION that isclaimed isin
29 service and that:

30 1 the building, base building, or tenant space with respect to
31 which the [credit] SUBTRACTION MODIFICATION isclaimed is agreen whole
32 building, green base building, or green tenant space; and

33 2. any fuel cell, photovoltaic module, or wind turbine with
34 respect to which the [credit] SUBTRACTION MODIFICATION is claimed constitutes a
35 qualifying alternate energy source and is fully operational.

36 (iii) The certification under subparagraph (ii) of this paragraph:
37 1. shall be made in accordance with the regul ations adopted

38 by the Administration under this section specifying the standards and guidelines for
39 each credit under this section; and
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1 2. shall set forth the specific findings on which the
2 certification was based.

3 (iv) The taxpayer shall filethe digibility certificate and the
4 associated initial [credit] BENEFIT certificate with the taxpayer's income tax return
5 and shall file duplicate copies of the igibility certificate with the Administration.

6 (V) The digibility certificate shall include:

7 1. sufficient information to identify each building or space;
8 and

9 2. any other information that the Administration or the

10 Comptroller requires by regulation.

11 (3) If the Administration has reason to believe that an architect or
12 professional engineer, in making any certification under this subsection, engaged in
13 professional misconduct, the Administration shall inform the appropriate professional
14 board of the suspected misconduct.

15 4 (i) The Comptroller and the Administration may adopt regulations
16 necessary to carry out the provisions of this section.

17 (i) Regulations adopted under this section shdl construe the
18 provisions of this section in such amanner asto encourage the devel opment of green

19 whole buildings, green base buildings, and green tenant space and to maintain high,

20 but commercialy reasonable, standards for obtaining tax credits under this section.

21 (5) On or before April 1, 2005, the Comptroller and the Adminigtration,
22 jointly and in consultation with the Department of the Environment, shall submit to

23 the Governor and, subject to § 2-1246 of the State Government Article, to the Genera

24 Assembly, awritten report regarding:

25 () the number of certifications and taxpayers claiming the

26 [credit] SUBTRACTION MODIFICATION under this section;

27 (i) the amount of the [credits] SUBTRACTION MODIFICATIONS
28 claimed;

29 (i) the geographical distribution of the [credits) SUBTRACTION

30 MODIFICATIONS claimed; and

31 (iv) any other available information the Administration determines
32 to be meaningful and appropriate.

33 (6) The Comptraller shall ensurethat the information is presented and
34 classified in amanner consistent with the confidentiality of tax return information.
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1 10-245.

2 €) (1) An individual may claim a [credit against the State income tax]

3 SUBTRACTION MODIFICATION as provided in this section for an easement conveyed to
4 the Maryland Environmental Trust or the Maryland Agricultural Land Preservation

5 Foundation for the purpose of preserving open space, natural resources, agriculture,

6 forest land, watersheds, sgnificant ecosystems, viewsheds, or historic properties, if:

7 Q) the easement is perpetual; and

8 (i) the easement is accepted and approved by the Board of Public
9 Works.

10 (2 Subject to subsection (c)(2) of this section, the [credit] SUBTRACTION

11 MODIFICATION under this section shall be allowed for the taxable year in which the
12 donation isapproved by the Board of Public Works.

13 (b) (1) Except as otherwise provided in this section, the amount of the

14 [credit] SUBTRACTION MODIFICATION allowed under this section isthe amount by
15 which the fair market value of the property before the conveyance of the easement

16 exceedsthe fair market value of the property after the conveyance of the easement.

17 (2 The fair market value of the property before and after the conveyance
18 of the easement shall be substantiated by an appraisa prepared by a certified real

19 edtate appraiser, as defined under 8 16-101 of the Business Occupations and

20 Professions Article.

21 (3) The amount of the [credit] SUBTRACTION MODIFICATION shall be
22 reduced by the amount of any payment received for the easement.

23 (© D For any taxable year, the [credit] SUBTRACTION MODIFICATION
24 dlowed under this section may not exceed [the lesser of:

25 () the State income tax for that taxable year; or
26 (@i] $5,000.
27 (2 If the[credit] SUBTRACTION MODIFICATION otherwise allowable

28 under subsection (b) of this section exceeds the limit under paragraph (1) of this
29 subsection, an individual may apply the excess as a [credit againg the Stateincome
30 tax] SUBTRACTION MODIFICATION for succeeding taxable years until the earlier of:

31 0) the full amount of the excessis used; or

32 (i) the expiration of the 15th taxable year after the taxable year in
33 which the donation was approved by the Board of Public Works.

34 ©)] For each taxable year, the amount carried forward to the taxable year
35 under paragraph (2) of this subsection may not exceed the limit under paragraph (1)
36 of this subsection.
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1 (d) The [credit] SUBTRACTION MODIFICATION under this section may not be
2 claimed for arequired dedication of open space for the purpose of fulfilling density
3 requirements to obtain a subdivision or building permit.

4 10-246.

5 @ In this section, "aquaculture oyster float" meansadevicethat is:

6 Q) purchased new;

7 (2 specifically designed for the purpose of growing oysters a or under

8 anindividual homeowner's pier; and

9 3 constructed to be fully buoyant and facilitate the growth of oysters for
10 the width of the pier.

11 (b) Subject to the limitations of this section, an individual may claim a[credit
12 againg the State income tax] SUBTRACTION MODIFICATION in an amount egual to
13 100% of the purchase price of aquaculture oyster floats purchased during the taxable

14 year.

15 (© [(D] For any taxable year, the [credit] SUBTRACTION MODIFICATION
16 allowed under this section may not exceed [the lesser of:

17 ] $500[; or

18 (i) the State income tax imposed for the taxable year calculated
19 before the application of the credits allowed under this section and under 88 10-701

20 and 10-701.1 of this subtitle but after the application of any other credit allowed

21 under this subtitl€].

22 [(2 The unused amount of the credit may not be carried over to any other
23 taxable year.]
24 10-306.

25 (B) THE ADDITION UNDER SUBSECTION (A) OF THIS SECTION INCLUDES THE
26 ADDITIONS REQUIRED FOR AN INDIVIDUAL UNDER:

27 (1)  §10-205(C) OF THIS TITLE (REFORESTATION AND TIMBER STAND
28 MODIFICATION);

29 (2)  §10-205(E) OF THIS TITLE (NET OPERATING LOSS MODIFICATION);
30 AND

31 (3)  §10-205(G) OF THIS TITLE (UNLICENSED CHILD CARE FACILITY

32 OPERATING EXPENSES).
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1 10-308.

2 (A-1) THE SUBTRACTION UNDER THIS SECTION INCLUDES THE SUBTRACTIONS
3 ALLOWED UNDER SUBTITLE 2, PART V OF THISTITLE.

4 10-809.

5 If anindividual isnot required to file an income tax return under § 10-805, [§
6 10-806] § 10-806, or § 10-813 of this subtitle, theindividual:

7 (1) isnot liable for income tax; and

8 (2 may file an income tax return to claim arefund of the income tax
9 withheld or estimated income tax paid or arefund under § 10-704[,] OR § 10-707[, or
10 §10-714] of thistitle.

11 10-812.

12 [(@] A corporation exempt from income tax under 8 10-104 of thistitle shall file
13 an income tax return if the corporation:

14 (1) has unrelated business taxable income, as defined under § 512 of the
15 Internal Revenue Code;

16 2 is exempt from taxation under § 501(c)(2) of the Internal Revenue
17 Code; or

18 (3) isan S corporation that isincorporated or does businessin the State.

19 [(b) An organization that is exempt from taxation under 8 501(c)(3) or (4) of the
20 Internal Revenue Code may file an income tax return to claim arefund under §
21 10-714 of thistitle]

22 SECTION 7. AND BE IT FURTHER ENACTED, That, for any tax credit that is
23 converted to an income tax subtraction modification under this Act, this Act does not
24 affect any tax credits claimed on or after July 1, 2003, if the person claiming the

25 credits qualified for the credits before July 1, 2003.

26 SECTION 8. AND BE IT FURTHER ENACTED, That, except as otherwise
27 provided in Section 7 of this Act, this Act shall take effect July 1, 2003, and shall be
28 applicableto all taxable years beginning after December 31, 2002.



