05-071 STATE BOARD OF EDUCATION

Chapter 145: PROCEDURES FOR ESTABLISHING AND FOR STUDENT PARTICIPATION
IN THE MAINE OPPORTUNITY PROGRAM

SUMMARY: Rule 05-071 CMR Ch. 145 establishes the policies and procedures for implementation of
Chapter 469, (H.P. 2, LD 1856), “An Act to Allow a Tax Credit for College Loan Repayments.”

Purpose and Goals of the Maine Opportunity Program: The program’s purpose is to reimburse
education related loans not to exceed in-state tuition and mandatory fees at Maine Community Colleges
and the University of Maine System campuses for Maine resident students who complete an associate’s
degree or bachelor’s degree in the State and live, work, and pay taxes in the State thereafter. The program
includes both employers and employees as qualifying for the tax credit under appropriate circumstances.
The Maine Revenue Services will determine eligibility and the amount of the tax credit that each program
participant may claim. The program is designed to achieve the following goals:

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

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

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

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

1. Definitions

As used in this chapter, unless the context otherwise indicates, the following terms have the
following meanings:

A. "Accredited Maine college or university" means: 1) any campus of the Maine
Community College System; 2) any campus of the University of Maine System; 3) the
Maine Maritime Academy; 4) any educational institution that is located in this State and
has authorization to confer an associate’s degree or a bachelor's degree, in accordance
with Title 20-A, sections 10704 and 10704-A; 5) any educational institution that is
located in this State and is exempted from Title 20-A, chapter 409 under Title 20-A,
section 10708, subsections 1 and 2; and 6) any educational institution that is located in
this State and is operating under a certificate of temporary approval from the state board
under Title 20-A, section 10703, to the extent that a student is ultimately able either to
obtain an associate’s or a bachelor's degree at that institution or to transfer to and obtain a
degree from an institution described in items 1 to 5.
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B. "Benchmark loan payment" means the calculated loan payment for an individual whose
student loans exceed the principal cap. This calculation is done by the financial aid office
and is based on what the monthly payment would be on a loan for the amount of the
principal cap, to be paid over 10 years, at the nominal interest rate offered for federal
Stafford loans under 20 United States Code, Section 1077a, during the individual’s last
year of enrollment. The benchmark loan payment must be specified on the individual's
Opportunity Contract.

C. "Educational institution" means any person, partnership, board, association, institution, or
incorporation other than the University of Maine System and the Maine Community
College System that offers academic, educational, literary or professional courses or
programs

D. "Educational opportunity tax credit" means the tax credit provided for in Title 36,
section 5217-D.

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

F. “Financial aid package” includes any loans that are certified by a college’s or university’s
financial aid office, subject to any changes made by the financial aid office. This may
include private loans or less than the full amount of loans under federal programs,
depending on the practices of the college or university.

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

H. "Maine resident", for the purposes of this program, means the following: For individuals
enrolled in associate’s or bachelor’s degree programs, it means an individual who
qualifies for Maine residence under Title 21-A, section 112. For individuals seeking to
claim the educational opportunity tax credit, it means an individual who meets the
definition of “resident individual” under Title 36, section 5102, subsection 5, which
governs imposition of the income tax.

I “Opportunity Contract" means the program participation document signed by a Maine
resident after initial enrollment, that specifies the conditions under which the program
participant will be eligible to claim the educational opportunity tax credit upon successful
completion of an undergraduate degree-program from an accredited Maine college or
university.

J. "Principal cap" means the loan principal limit that will serve as the basis for claiming the
educational opportunity tax credit and is based on in-state tuition and mandatory fees for
pursuit of an associate’s degree or a bachelor’s degree from either the Maine Community
College System or the University of Maine System, respectively.

The Maine Opportunity Program

Eligibility for participation in this program, all other requirements having been met, begins with
the student completing and filing an Opportunity Contract with the respective Maine college or

university financial aid office. Colleges and universities may strongly encourage students to sign
up as soon as possible after obtaining financial aid, but there is no time limit for completing and
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filing the Opportunity Contract during the program’s initial year-and-a-half of implementation
(January 1, 2008 — June 30, 2009). Thereafter, colleges and universities will require students to
complete and file the Opportunity Contract no later than completion of the second semester
following initial enrollment. To preserve eligibility, a student commencing a degree program on
or after the effective date of the Opportunity Maine program must: successfully complete an
associate’s or bachelor’s degree program; remain a Maine resident either from the effective date
of the Opportunity Maine program or from before the end of the second semester of pursuit of the
degree, whichever comes later; and perform all coursework toward the degree in Maine colleges
and universities, obtaining the final degree from an accredited Maine college or university. An
individual enrolled in a Maine college or university at the time of the effective date of the
Opportunity Maine program need only meet the residency and in-state coursework requirements
with respect to the time after the effective date of the Opportunity Maine program.

A. The Opportunity Maine Program begins in January 2008.

B. The Opportunity Contract forms shall be made available, in both print and electronic
formats, to college and university financial aid offices from the State Board of Education
by the beginning of the second semester in the 2007-2008 academic year and prior to the
beginning of the academic year in subsequent years.

C. The college or university from which the student graduates must certify, on the
Opportunity Contract that the student has completed the degree. The student will then be
responsible for filing a copy of the Opportunity Contract, duly certified by the college or
university, with the Secretary of State. A college or university may develop a procedure
for filing Opportunity Contracts on students’ behalves, but, the responsibility for
verifying the filing remains with the student.

D. For each program participant who obtains a degree, the relevant financial aid office shall
certify whether or not the total principal of loans the individual received as part of that
individual’s financial aid package exceeds the published average in-state tuition and
mandatory fees for full-time enrollment in the Maine Community College System or in the
University of Maine System, depending on whether the degree is an associate degree or a
bachelor’s degree, respectively, during the relevant years. The average in-state tuition and
mandatory fees shall be published and disseminated to the financial aid offices of all
institutions of higher education in the State of Maine on or about September 1 each year by
the Chancellor of the University of Maine System and the President of the Maine
Community College System and they shall be based on averages of program differences
within the two systems respectively. In the first year, academic year 2007-2008, the
Chancellor and the President shall publish these figures on or about January 1, 2008.

E. For those students whose loans exceed the principal cap, the financial aid office will
calculate what the monthly payment would be on a loan for the amount of the principal
cap, to be paid over ten years at the nominal interest rate offered under the Stafford Loan
Program, 20 United States Code, Section 1077a. This will be the maximum amount
eligible for an educational opportunity tax credit, and it will be so indicated by the
financial aid office on the graduating student’s Opportunity Contract.

F. The tax credit may be claimed on an individual’s state income tax form, subject to
requirements in statute, in these rules, in rules promulgated by the Maine Revenue
Services, and in any other applicable laws.
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The Student

Each student shall complete an Opportunity Contract to enroll in the program. Colleges and
universities may strongly encourage students to sign up as soon as possible after obtaining
financial aid, but there is no time limit for completing and filing the Opportunity Contract during
the program’s initial year-and-a-half of implementation (January 1, 2008 — June 30, 2009).
Thereafter, colleges and universities will require students to complete and file the Opportunity
Contract no later than completion of the second semester following initial enrollment. The
contract shall include:

A. Certification that the individual is a Maine resident, under the definition of “residency”
articulated in Title 21-A, section 112: as “that place where the person has established a
fixed and principal home to which the person, whenever temporarily absent intends to
return.” The meanings of “Maine resident” are contained in the ‘Definitions” section
(Part 1.H.) of these rules.

B. Agreement to attend and obtain an associate’s or bachelor’s degree from an accredited
Maine college or university.

C. Agreement to live in the State while pursing the degree and to be a Maine resident when
seeking to take advantage of the tax credit.

D. Agreement that:

1. Loans on the basis of which the educational opportunity tax credit is claimed
must have a minimum 8 year term.

2. If the individual accelerates repayment he or she forfeits any right to claim an
educational tax credit for that or for any succeeding tax year.

3. Any refinancing must be separate from other debt and must result in a decrease in
the annual repayment and remaining indebtedness. With respect to loan
consolidation, this requirement applies to the total of payments due and
remaining indebtedness for all of the loans in question. The determination of
levels of payment due and remaining indebtedness over the life of the loan shall
be made at the time of the refinancing or consolidation, projected based on the
interest rate in place at that time.

E. When a student receives the degree, he/she will specify the source, principal amount,
interest rate and other terms of loans that are part of his/her financial aid package.
Colleges and universities shall develop procedures to assist students in meeting this
obligation.

F. Upon completion of the degree the student must file the Opportunity Contract with the
Secretary of State. Colleges and universities may elect to file Opportunity Contracts with
the Secretary of State on behalf of its degree completing students. Such filings may be in
the form of lists of degree-completing students rather than certifying each degree-
completing program participant. Nevertheless, the student retains ultimate responsibility
for verifying the filing.



05-071 Chapter 145  page 5

For students already enrolled in associate or bachelor degree programs when the program
begins, only the percentage of the degree work completed after the effective date of the
Opportunity Maine program qualifies for tax credits, and that percentage must be
indicated on the Opportunity Contract.

College course work done outside Maine, as part of a Maine college or university degree
program, such as study abroad or exchanges, will qualify for this program.

Administration

A.

All Maine colleges and universities must provide all students who receive financial aid
packages that include student loans with information about and the opportunity to
participate in the Opportunity Maine program.

Maine colleges and universities must certify the completion of the degree the on the
Opportunity Contact.

Financial aid offices will retain a copy of the Opportunity Contract unless the student
transfers to another institution at which time the Opportunity Contract will be forwarded
to the new institution’s financial aid office by the student. Colleges and universities may
develop procedures to transfer the Opportunity Contract for the student, but responsibility
for transfer shall remain with the student.

Every Maine college and university shall develop procedures in alignment with these
rules for students in their institutions that facilitate access to the Opportunity Maine
program. This protocol is to be filed with the financial aid office of each Maine college or
university.

Financial aid offices must inform their students of the availability of the Opportunity
Maine program and of the protocol for enrollment no later than the end of the first week
following program enrollment.

Maine colleges and universities, individually or collectively, may collaborate with one
another or with other entities to administer aspects of this program to the extent not
inconsistent with chapter 469 or with these rules

Claiming the Credit

A.

B.

The credit may not reduce a taxpayer’s tax payment to less than zero.

A taxpayer entitled to the credit may carry over and apply it to the tax liability for any
one or more of the succeeding ten years of any unused credits. Two taxpayers, e.g. an
employee taxpayer and an employer taxpayer may claim a credit on payments made to (a)
lender(s), but two taxpayers may not claim the credit based on the same payment.

Calculation of the tax credit: The calculation of the tax credit will be determined upon
filing of a program participant’s annual tax return.
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EFFECTIVE DATE:
January 2, 2008 — filing 2007-543

AMENDED:
March 29, 2008 — filing 2008-124



