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SECOND REGULAR SESSION 

ONE HUNDRED AND THIRTEENTH LEGISLATURE 

Legislative Document NO. 2467 

H.P. 1803 House of Representatives, March 7, 1988 
Reference to the Committee on Taxation suggested and 

ordered printed. 
. EDWIN H. PERT, Clerk 

Presented by Representative CASHMAN of Old Town. 
Cosponsored by Senators SEWALL of Lincoln, TWITCHELL of 

Oxford and R'epresentative JACKSON of Harrison. 

STATE OF MAINE 

IN THE YEAR OF OUR LORD 
NINETEEN HUNDRED AND EIGHTY-EIGHT 

1 AN ACT to Amend the Maine Income Tax Law. 
2 

3 Be it enacted by the People of the State of Maine as 
4 follows: 

5 Sec. 1. 5 MRSA §1514, sub-§4, as enacted by PL 
6 1987, c. 504, §l, is repealed and the following 
7 enacted in its place: 

8 4. Fund adjustments. Adjustments to the fund 
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1 shaJl be, as., follows . ) 

A. A t;t:'ansfer f·rom, this. fund to the . General'F,und 
to ',off.set . the . loss, of .revenue attributable" to 

'inc,ome . t;;lxreductions , to, a.void ". a . windfall' for the 

2 
3 

.4 
'5 
. 6 

,:tax: year 'lQ87 ,is required· prior to June '30, :1988, , ') 
In, the' amount of:', $16" 500,000 • 

7 "B. A, transfer, from. this fund to .the .General Furtd 
,8 1:o:o£fset 'the 10!;lsof revenue resulting from 

:'9 indiviOllal" income tax reform for the 1988 t.;'ix 
iO,year. The amount of .'~his transfer will be eglia1 
11 tothe,Cl.mount certifi$d ,to . the fund because ,of 

:12 . increa$ed '. individual' . iilco.metax collectiglis 
,13·through theperiod,ending.June 30, 1988, ,less,tJi,e 
:.14'a,mount transferred in paragraph A to of {set 
t'S'individual income ,tax" r.eductions and less,. tite 
16~mbunttransf·erred tbciffset .1987 tax yt;!~r 
1.7 ,rebates. This ., ,i:ransf·er shall be madenol'C'!:t::er 
1.8 .' than~eptemberl,19;88. 

19 .c~ec. 2. .36.MRSA ... §~lO~ ,sl1b ..... .§8, as amended :QY tiL 
:.20 19;,83,c .S7,~ ,§14,i.s ,further amended to read: 

.2.1 8. ,Maine ne,tincome. "Main-enet .income'll mean'S, 

.22 .foranyt.a.xabl:e' year • fqr . any corporate taxpayer, the 
23 taxa~Ieiricome 'of thatt.aJ{payerfot that taxable year 
,,~.~ iirid,er' the laws ofttpeUnitep,Stat.es as modified bY 
'2.5 seeHens s.ection520Q:-AandS2!9.2!-:Band a3:3:'eea'l:ee 
26,:i:';~ 'and' appor,tiqnedtothiS State under chapter 821. 
'27 'To the. exten:t, that H <;3.erives from a unitary bUsi,ness 
'28 ·car.rie,dan ,by 2 or mor.e members o,f anaffilia:ted 
2:9gro,u;p/ the .Mai.ne net:. inc:::ome of ,a corporation shall be 
;3':Oo;etei:inined by a:pportioning that part of the federal 
31. .ta,xaible· incol'i\e of' th.e .entire ,group which derives froIh 
32 :t1).eui)ltary bus mess. " 

Sec.~. 
c. 5:0'4,' §.7, 
ib:; pillCice: 

36 MRSA §'S1l1., CJ,S amended by PL 1987, 
is r,epealed ,and the following. enacted in 

3'6 §:5lll. Imposition and rate of t.Q.x 

A. 'tax is imposE:d for ea.ch taxable year beginning 
onoraft'er Ja.n:u'ary .1,'19B8, on the Maine adju?te<;3. 
woss''incomeof 'eVer'Y'i:E;sident individua.l of this' 
Si:::itte:.; 'Th:e amount ·of thE! . tax is' to be determined as 
fqlJ;ows,. ' 
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18 
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20 
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24 

25 
26 
27 
28 
29 
30 
31 
32 

33 
34 
35 

1. Single individuals and married. personS filing 
separate returns. For single individuals and married 
persons filing separate returns: 

If Maine adjusted gro~sincome is: 

Less than $6,DOD 

At least $6 J OOObutless than 
$10,000 

At least ~10JOOO but lessthart 
$16,250 

$16,250 or more 

The tax is: 

2% of the Mairte 
adjusted grass 
incgme 

$120 plus 4%. of. 
the eXCeSs Over 
$6,000 

$280 plus 6% of 
exCess oVer 
$10,000 

$655 plus 8% .of 
the excess over. 
$16,250 

2. Unman ied individuals or legally separated 
indiViduals. The tax of unmarried individuals .or 
legally separated individuals who qualify as heads of 
households is based on. the tax table in subsection 1. 
The tax imposed shall be 1 1/2 the tax levied in 
SUbsection 1 on income which is 2/3 the amount 
attributable to the individuals taxed. in thi.s 
SUbsection. 

3 . Individuals filing rna!;, tied joint return .. qr 
surviving spouses. The tax. of:. individuals filing 1:1 
married joint return or surviving sPduses permit::ted t.CJ 
file a joint return is based on the tax table irt 
subsection 1. The tax imposed shall be twice thE;! tax 
levied in subsection 1 on income which is 1/2 the 
amount attributable to the individuals taxed in this 

. sUbsection. . .. . 

Additionally, a tax is imposed for each taxable. year 
beginning on or. after January 1, 1988, on the Maine 
adjusted gross income of every nonreSident individual. 
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The amount of the tax shall equal the tax computed 
under this section and chapter 805, as if the 
nonresident were a resident, less applicable tax 
credi ts other than that provided by section 5217, and 
multiplied by the ratio of the individual's Maine 
adjusted gross income, as defined in section 5102, 
subsection l-C, paragraph B, to the nonresident's 
entire federal adjusted gross income, as modified by 
section 5122. 

10 Sec. 4. 36 MRSA §511l-A, as amended by PL 1975, 
11 c. 765, §26, is repealed and the following enacted in 
12 its place: 

13 §5111-A. Alternative method of computation 

14 In lieu of a tax. computed exactly according to the 
15 rates set forth in section 5111, taxpayers may utilize 
16 a tax table. The State Tax Assessor shall prepare and 
17 issue tables approximating as near as practicable the 
18 tax computed using section 5111 for this express 
19 purpose. 

20 
21 
22 

Sec. 5. 36' MRSA §5121, 
by PL 1987, c. 504,§8, is 
enacted in its place: 

as repealed and replaced 
repealed and the following 

23 §5121. Taxable income 

24 The entire taxable income of a resident individual 
25 of this State shall be that resident's Maine adjusted 
26 gross income less any excess itemized deductions as 
27 defined in section 5125. If an individual's excess 
28 itemized deductions exceed the Maine adjusted gross 
29 income, the Maine taxable income is zero. 

30 Sec. 6. 36 MRSA §5123, as enacted by P&SL 1969, 
31 c. 154, §F, §l, is repealed. 

32 
33 
34 

Sec. 7. 36 MRSA §5124-A, as amended by 
c. 497, §§48 and 49, is repealed and the 
enacted in its place: 

35 §5124-A. Standard deduction tax credit 
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All individuals shall be .entitled to a standard 
deduction tax credit. The standard deduction tax 
credit amount shall be as follows: 

1. Married persons; joint return. Married persons, 
joint return or surviving spouses, credit is $100; 

2~ Unmarried or legally separated heads of 
households. Unmarried or legally separated heads of 
households, credit is $88; 

3. Single individuals. Single individuals, credi t 
is $60; or 

4. Married persons; separate returns. Married 
persons, separate returns, credit is $50. 

In no case does this credit reduce the Maine income 
tax to less than zero. 

Sec~ 8. 36 MRSA §5125,as enacted by P&SL 1969, 
c. 154, §F, §l, is repealed and the following enacted 
in its place: 

§5125. Itemized deductions 

1. General. If an individual has itemized 
deductions from adjusted gross income in determining 
the federal taxable income for the taxable year, the 
individual is entitled in determining the tax under 
this Part to claim an itemized deduction amount 
consistent with this section. 

2. Spouses. Spouses, both of whom are regui red to 
file returns under this Part, shall be allowed to 
claim itemized deductions only if both do so. The 
total of itemized deductions allowable for determining 
federal income tax as adjusted by this section may be 
taken by either or divided between them, as they may 
elect, if their federal income tax is determined on a 
joint return but their tax pursuant to this Part is 
determined on married separate returns. 

3. Amount. The amount of the itemized deductions 
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1 shall be determined as follows. 

2 A. The sum of the individual's allowable federal 
3i temi.zed deductions shall be: 

4 
5 
6 
7 
'8 

(1) . Reduced. by any amount representing income 
taxes imposed by this State or any other taxing 
jurisdiction and interest or expenses incur red in 
the production of income exempt from tax under 
this parti 

9 (2) Increased by any amount of interest. or 
10 expense incurred in the production of income 
11 taxable under. this Part but exempt from federal 
12 irlcome tax ,and which has not been. deducted in 
13 determining federal adjusted gross income; and 

14 
15 
16 

17 
1'8 
19 

(3) Reduced by the federal standard deduction 
which is otherwise allowed by the Code, Section 
63(c) • 

Sec. 9·. 36 MRS A §5l26, as amended by PL 1987, c. 
504.; §§ll and 12, is repealed and the following 
enacted in its placel 

§5l26. Personal exemptions tax credit 

i<!1 An. individual .. shall be allowed a personal exemption 
22 tax credit of $40 for each exemption to which the 
23 individual is entitled for the taxable year for 
24 federal income tax purposes. 

25 
26 
27 
28 
29 
30 
31 
32 
33 
34 
35 
3'6 

For tax years beginning in 1987, or thereafter, an 
addi tional personal exemption· tax credit is allowable 
to .each individual who, pursuant to the Code, Section 
63 (f), if claiming a standard. deduction for the tax 
year, would be entitled to the additional amount 
provided in either the first paragraph of the Code or 
the higher. amount provided in the 3rd paragraph. An 
additional personal exemption tax credit is also 
allowable to each individual who 7 pursuant to the 
Cpde, Section 63{f), would, if claiming a standard 
deduction for the tax year, be entitled to the 
additional amount provided in either the 2nd paragraph 
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1:2 
n 
i4 
1,5 

16 
n 
1,8 
1~ 
20 
21 
22 
:n 
24 

is 
26 

27 
2.8 
29 
30 
~1 
32 

33 
;34 
35 
36 
~7 
38 

I 
\ 

of the Code 01' th~ I;li,gh~r CimOUl1t prQvided in tn~ 3rq 
paragrapn" ... Forcit:)3.·xyt;lar~nwtiic.l;1the t~x·P?lYE!t-d¢$s\ 
hOt make a. jo~nt ·retiI17n wi en. . tn.at ·ti:\~paiE;{' $" "$poul!fef 
and· .iT the spOUEle !1aEl!16.

U

g17G§>S· income for·tnEi Qcilen9srr: 
year inwh.i,c:;htn~ tc:tXCiOl."e. ¥E!cfr.ofUt,rie t·aiCPci¥Elynl;>egn{s 
arid Is-riOt H the· "depenqe.ntof· aiicitner··ta;~pciyei:;-fh$ 
taxpayeJ:: isenti Ue·qEcic:;lCiiin i;l·pe17s0na:r I?¥e.rilj;itiori ·ta.}(; 
GredH .. fol' ea,¢h .... add.j, tiQna.I··PEii.'s.Q.naJ;··-- e~EimptlQ·~ 
allowapI~ ·to t:ne· ·$pqL!se· Ha.s·pj:·qi(iqeq By ·ttii.$i:rEiqt.io.lr~· 
In no· c:;q$edoestIHs··(;ii'edH . i;$Cjili::ettie . Mciine-ln"GGih$ 
fc:txt:o TeEl5 tna,n ·2';$rO.····· .... __ ..... _ .. __ .... 

Sec. 10. 36 z,wSf\ §nn~ a.$ enCiqt;ed Py ]?L +~87, 9, 
';i04, §1,5, i$ repealed. 

Seq, H. 36 MR,SA §';i14.2, su,i:l.,-,§q., "lEi E;ni?ts~§g OX 
P&SL 1,969, G. 154; §F, 1$ am~nql?q to reCiq: 

6, Apj?Qrtiol1ment. If a pu,$.j.ne.§Eir t17C1d.er IH'Qge$§t.~n 
01' OC:;GiipatTon ~Ei··Ca,rried. on Pc:t17 t1 y within ~mq PElJ;'Uy 
wHhout .. this Stc;l.te, the. item$ og i!'1C:; O m8 CiOd, ge9ijqHgn 
d~1'1v~d fl'om OJ:: c:;onneGted with source$ within 1::h1§ 
Stat~ shc;l.V be qetenllined. 9$ §:H~C'!~t!;l~ @1" 
apport.i,.on~q to t.hi!3 $t9te Ilnqe17 Qh~pte!:' &V qJ;' bn th~ 
Gas~ Qf t\1e rendel; ing of Pllre1,y pe.!:,spnc"ll, !?eJ;'v:j,qE!§ b,y 
an indiviqqg,l l!nderre91l19tiQn~ fq b,e~!:,e~Qri~E!q b~ 
t\1e as!?e!?sor, 

Se.q. ;L~. 36 MF,SA ~5406':"'f.l, $1lJ::>""~3, g,S I;ElPE!i3.+!;lCl c"Incj\ 
J::eplc;1.ceq I;:>y FL. 1,';)85, q. 7!;1~, §~5, ie 9mende9 t·g 1;!=9Q; 

3. Maine net income, "MCline net ,1m::Qme." mE':!!3. ns , ~()J;' 
any tai~ble j~~i~ C! ~tC!~C!b1.e entity'§ net ipCQffie 917 
1,O!?S per books, a$ 17equireQ tQ b~ J:'epqJ:'te9 gO thE! 
Un~te.d Sti3.te.s InternCiJ,· ReyenlJe. ;lE;l'v1dE! )jl91'ffi Ugo, 
Sq\1edu+e M, L.ine J, and ~tl.ee~~~~ e1" g,PP9J:'t!9.peCl tQ 
this State under chapter ~21,. _. 

A. To the extent that a ta~ab1.e. entity QE!ri,ve§ 
inoome trom a unitary. pu.$ines$ q<HJ;'iet;'! Qn py ? 91;' 
more member!? of an atfi1.ic;l.te.o grqup, Mg,ipe pet 
income sl1.C!ll oe Qetel;mine.d QY .. i;lPPS>J:'Uqning, in 
accorqance. with chClptel' 132:1" tnC!1: pgrti pt net ipg9me. 
of the entire 91701ll?whiqh qer.i,.ve§ frqm the Iloit~!:'¥ 



1 business. 

2 Sec. 13. 36 MRSA c. 821, first 2 lines are 
3 repealed and the following enacted in their place: 

4 CHAPTER 821 

5 APPORTIONMENT OF INCOME 

6 Sec. 14. 36 MRSA §5210, sub-§§l, 2 and 4, as 
7 enacted by PL 1981, c. 698, §187, are repealed. 

8 Sec. 15. 36 MRSA §5211, sub-§§l and 2, as enacted 
9 by P&SL 1969, c. 154, §Fj are amended to read: 

10 
11 
12 
13 
14 
15 
16 
17 
18 
19 

20 
21 
22 
23 
24 
25 
26 
27 
28 

1. Apportionment. Any taxpayer, either than a 
resident individual, estate, or trust, having income 
from business activity which is taxable both within 
and without this State, other than the rendering of 
purely personal services by an individual, shall 
alleeat:e and apportion his net income as provided in 
this section. Any taxpayer having income solely from 
business activity taxable within this State shall 
alleeat:e el' appor:.tion his enti re net income to this 
State. 

2. Taxpayer taxable in another state. For purposes 
of alleeat:±en and apportionment of income under 
this section, a taxpayer is tax'able in another state 
if in that state he is subject to a net income tax, a 
franchise tax measured by net income, a franchise tax 
for the pr ivilege of ,doing business, or a corporate 
stock tax, or that state has jurisdiction to subject 
the taxpayer to a net income tax regardless of whether 
in fact, the state does or does not. 

29 Sec. 16. 36 MRSA §5211, sub-§§3, 4, 5, 6 and 7; 
30 as enacted by P&SL 1969, c. 154, §F, are repealed. 

31 Sec .17. 36 MRSA §5211, sub-§8, as enacted by 
32 P&SL 1969, c. 154, §F, is amended to read: 

33 
34 
35 

8. Formula for' apportionment of income to State. 
All btl8±ne88 income shall be apportioned to this 
State by multiplying the income by a fraction, the 
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------\ 
) 1 

2 
3 

-----. 4 
( ) 5 

."_r~ 

6 
7 
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8 
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10 
11 
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13 

14 

15 
16 
17 

18 
19 
20 

21 
22 

23 

24 
25 

26 
27 
28 
29 
30 
31 

32 
33 

numerator of which is the 
payroll factor plus the 
denominator of which is 3. 

property factor 
sales factor, 

plus 
and 

the 
the 

Sec. 18. 36 MRSA §5211,. sub-§17, as enacted by 
P&SL 1969, c. 154, §F, is amended to read: 

17. Variations. If the alleeatieft aftd 
apportionment provisions of this section do not fairly 
represent the extent of the taxpayer's business 
activity in this State, the taxpayer may petition for, 
or the tax assessor may require, in respect to all or 
any part of the taxpayer's business activity, if 
reasonable: 

A. Separate accounting; 

B. The exclusion of anyone or more of the factors; 

C. The inclusion of one or more additional factors 
which will fairly represent the taxpayer's business 
activity in this State; or 

D. The employment of any other method to effectuate 
an equitable al±eeatieft aftd apportionment· of the 
taxpayer's income. 

Sec. 19. 36 MRSA §5220, sub-§l, as repealed and 
replaced by PL 1987, c. 504, §33, is amended to read: 

1. Resident individuals. Every resident individual: 

A. Who is required to file a federal income tax 
return for the taxable year; or 

B. Who has Maifte adjtlsted 9ress ifteeme eertlal te 
er 9reater than the ifteeme levels fer whieh a 
federal ifteeme ta~ rettlrft is reertlired ptlrstlaftt te 
the Hftited States fnterftal Revefttle Eede, Seetieft 
66l>!, pursuant to this Part, has.a Maine individual 
income tax liability for the taxable year. 

Sec. 20. 36 MRSA §5220, sub-§2, as repealed and 
replaced by PL 1987, c. 504, §34, is repealed and the 
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following enacted in its place: 

2. Nonresident individ,uaIs, Every nonresid,ent 
individual who, pursuClrittO·· this Fart,'has·a ·Wiirie 
individual income tClx liabilil:;x:for tfiEj ta,xcibJ,e:{ear ,. 

Sec. 21. 36 MRSA §524J" as amended, by FIt 1979, c, 
541, Ft. A, §241, is further amended to re~dl 

§S24l. PartnershipClnd S corporationretl,lrns 

Every partnership and S. corporation havin~ ~ 
resident partner Or sharebold,~r or having any income 
derived from souioe~ in thi~ atate, determined 1n 
accordance with the applicablE:! rtllE:!f;; of section 5142 
as in the case. of a nonresident individual, shall, 
*f re~tl±red by ~he ~SSeSserT make a return for the 
taxable year setting forth all items of inoome, gain, 
loss, ano deduction, Clnd the names and qqdresses ot; 
the individuals whether resic;3.ents or nonreSiQentf;; who 
would be entitled to share in the net inoome it; 
distdbuted Clnd the amount of the d,istdbutive share 
of each individ,ual and such other pertinent 
information as the assessor may presoribe by 

) 

) 

8 
9 

LO 
11 
12 
1.3 
14 
15 
16 
17 
18 
19 
20 
2J.. 
22 
23 
24 
25 
26 
27 
28 

regulations and instructions. S~eh rhe ClPpropriate 
return shall be Eilec;3. on or before the f5th d,a,y ot;the ...... \ 
4th month for ]?artner$hil?s ·or the 15th day. of the 3rc;3. I 
month J;orS oorporations· fol1owlngthePi::lose of ··each 
taxable year. . For J?urposes of this seqtion, HtaxClble 
year" means a year or per iod which would be a taxabl.e 
year of the partnership or S corporation if it were 
subject to tax under this Part, ... . - . 

29 Sec. 22. 36 MRSA §5402, sub~§l~A, as enacteQ by 
30 PIt 1987, c. 430, §l, is amended to read: 

31 I-A. Sa$e year index. "Sase year index" means the 
32 Consumer Piice lric;3.ex for the period July 1, ·~9B5 
33 1987, through June 30, r9BQ 1988. 

34 Sec. 23. 36MRSA §5403, as amended by PL 1987, o. 
35 430, §2, is repealed and the following enacted in its 
36 place: 

37 §5403. Annual adjustments for infJ,ation 

) 
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27 
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34 
35 
36 
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38 
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For tax years beginning in 1988, no annual 
adjustment is applicable. Thereafter, on or about 
September 15th of each taxable year, the State Tax 
ASSessor shall multiply the inflation factor for that 
taxable year by the dollar amounts of the tax rate 
table specified in section 5111. The dollar amounts 
of the dollar bracket. amounts, adjus ted by application 
of the inflation factor and rounded to the nearest 
$100, shall be effective for the then current taxable 
year and shall be incorporated into the income tax 
forms and instructions of the state Tax Assessor for 
that taxable year. If the inflation factor for any 
taxable year is 1.000 or less, no adjustment shall be 
made for that taxable year in the dollar bracket 
amounts of the tax rate tables as adjusted for the 
previous year. The nominal dollar amounts of the tax 
credits provided in sections 5124-A and 5126 are 
annually subject to adju~tment based on the conformity 
of the Maine Income Tax Law to the Code. When Maine 
extends its conformi ty to the Code for a particular 
taxable year, the credits provided in sections 5l24-A 
and 5126 are to be adjusted to equal th~ corresponding 
indexed federal standard deductions and indexed 
federal personal exemption amount multiplied by 2% 
and, if the result is not an even dollar amount, 
rounded to the next higher dollar. 

Sec. 24. . Application. This Act shall apply to 
taxable years beginning on or after January 1, 1988. 

FISCAL NOTE 

The cost of the individual tax reform provisions 
will be funded by transfers from the Tax Adjustment 
Reserve Fund which ,vas established for this explici t 
purpose when the Legislature conformed to the Federal 
Tax Reform Act of 1986. The elimination of the 
distinction between business and nonbusiness income 
will result in an additional $500,000 to the General 
Fund in fiscal year 1988-89. 

STATEMENT OF FACT 

Page ll-LR4716 



1 
2 

3 
4 
5 

This bill makes the following changes in the Maine 
Income Tax Law. 

Section 1. Section 1 author izes transfers from the 
Tax Adjustment Reserve Fund to finance the individual 
income tax reform provisions of this bill. 

6 Section 2. Section 2 eliminates the term "allocate" 
7 from the definition of Maine net income and also 
8 removes the reference to the Maine Revised Statutes, 
9 Title 36, section 5202-B, which has been repealed. 

10 Section 3 . Section' 3 replaces the old tax tables 
11 with the new tax table. . The table specified is for 
12 single and married separate returns. The tables for 
13 married joint/surviving spouses and heads of 
14 households are defined as derivatives of the single 
15 table. Thus, as indexing occurs the relationship 
16 between the rate structure for the var ious tables is 
17 maintained. The imposition of the tax on nonresidents 
18 is clarified. 

19 Section 4. The responsibility of the State Tax 
20 Assessor to publish tax tables which approximate tax 
21 rates and the authority for their use is broadened. 

22 
23 

24 
25 

Section 5. 
modified. 

Section 6. 
repealed. ' 

The definition of "taxable income" is 

The definition of "deduction" is 

26 Section 7. The provision of the standard deduction 
27 is repealed and replaced with a standard deduction tax 
28 credi t. 

29 Section 8. The provision of the itemized deduction 
30 is modified to reduce its allowable amount by the 
31 amount of the applicable federal standard deduction. 
32 This change is necessary because all taxpayers are 
33 entitled to a standard deduction tax credit on their 
34 Maine return. 
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19 
20 
21 
22 
23 
24 
25 
26 

27 
28 

29 
30 
31 

32 
33 

Section ,9. The provision of the personal exemption 
is repealed and replaced with a personal exemption tax 
credit. ' 

Section 10. 
is repealed. 

The exemption credit for tax year 1987 

Sections 11 to 18. The proposal would eliminate the 
distinction between business and nonbusiness income in 
determining the income tax base. Present law attempts 
to distinguish the items of income of corporations, 
including both single corporations and unitary groups 
of corporations, which are subject to the income tax 
of 2 or more states. Business income is apportioned 
to the states of activity according to an 
apportionment formula, whereas nonbusiness income is 
allocated entirely to one state. Although guidelines 
exist for the classification of various items of 
income, the distinction is a very complex and 
troublesome area of the tax law. 'Taxpayers often are 
unable to predict the characterization that the State 
will ascr ibe to a particular item of income or audi t. 
The proposal would subject all income to the 
apportionment formula. However, it is recognized that 
on rare occasions there may arise an income item that 
is completely unrelated to the operation of the 
business conducted in Maine and which should be 
considered outside the apportionment formula. 

Section 19. A requirement for a resident individual 
to file a Maine income tax return is amended. 

Section 
individual 
amended. 

20. 
to 

The 
file 

requirement for 
a Maine income 

a 
tax 

nonresident 
return is 

Section 21. Requires partnerships and S 
corporations to file a Maine income tax return. 

34 Section 22. The indexing base year is updated to 
35 reflect the new base amounts. 

36 Section 23. The income tax indexing provisions are 

Page 13-LR4716 



l 
2 
3 
4 
5 
6 

amended to index the standard deduction and personal 
exemption tax credits based on the indexing Of the 
federal standard deduction and perSonal exemption. 
Further~ore, all income brackets wo~ld be indexed, 
since those above the indexing limit have been 
eliminated. 
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