Instructions For Maine
Corporate Income Tax Return

(Including Banking Corporation and
Loan Association Franchise Tax Return)

1973

FORM 1120 - ME.

Bureau of Taxation
Income Tax Division
State Office Building
Augusta, Maine 04330




PART II — SPECIFIC INSTRUCTIONS FOR FORM 1120-ME., PAGE 1

Line 1. FEDERAL TAXABLE INCOME: Enter Federal
taxable income from line 30, Federal Form 1120.

Line 2a. INTEREST ON U.S. OBLIGATIONS: Enter here
interest on U.S. Bonds, U.S. Treasury Notes, or other obliga-
tions of the U.S., which by law are exempt from State taxes,
but taxable by the Federal Government. (Line 2a should not
be completed by banking institutions subject to Maine Fran-
chise Tax.)

Line 2b. FOREIGN DIVIDEND GROSS-UP: See internal
Revenue Code, Section 78.

(Line 2b should not be completed by banking institutions
subject to Maine Franchise Tax.)

Line 5. INCOME TAXES IMPOSED BY MAINE OR ANY
OTHER STATE: The Maine Income Tax Law does not permit
a deduction for.income taxes imposed by Maine or any other
state. Therefore, income taxes taken as a deduction on
Federal Form 1120 must be added back to arrive at Maine
taxable income. (Line 5 should not be completed by banking
institutions subject to Maine Franchise Tax.)

Line 7. MAINE TAXABLE INCOME: Corporations having

income solely from business activity within this State should

enter here the same amount as on Line 6. Corporations having
income from within and without the State should allocate and
apportion income on Schedule A and enter on this line the
amount shown on Line 15, Schedule A.

Line 8. MAINE CORPORATE INCOME TAX: Tax is levied
at the flat rate of 4% of Maine taxable income attributable to
the period up to June 30, 1973. Between July 1, 1973 and
December 31, 1973 the applicable rate is 4% of the first
$25,000 of Maine taxable income and 6% of Maine taxable
income in excess of $25,000.

~ On or after January 1, 1974 the applicable rate is increased to

5% of the first $25,000 of Maine taxable income and to 7% of
Maine Taxable income in excess of $25,000.

The effective tax rate schedule below may be used for tax
years ending July 1, 1973 through December 31, 1974,

Line 9. CREDITS: This line is for the use of taxpayers-who
have made a deposit when requesting an extension of time for
filing, as well as those taxpayers filing amended returns and
claiming credit for tax paid with the original return.

Please check appropriate block provided on Line 9 to indicate
nature of amount previously paid.

If you have a : . AND your Maine taxable income is:
taxable year LESS than $25,000,
ending: Your tax rate is: In excess of $25,000 — your tax rate is:
July 1973 4.00% -$1,000 plus 4.167% of the excess over $25,000
August 4.00% -$1,000 plus 4.333% of the excess over $25,000
September 4.00% $1,000 plus 4.500% of the excess over $25,000
October 4.00% $1,000 plus 4.667% of the excess over $25,000
November 4.00% $1,000 plus 4.833% of the excess over $25,000
December 4.00% $1,000 plus 5.000% of the excess over $25,000
January 1974 4.08% $1,020 plus 5.250% of the excess over $25,000
February 4.17% $1,043 plus 5.500% of the excess over $25,000
March 4.25% $1,063 plus 5.750% of the excess over $25,000
April 4.33% $1,083 plus 6.000% of the excess over $25,000
May 4.42% $1,105 plus 6.250% of the excess over $25,000
June 4.50% $1,125 plus 6.500% of the excess over $25,000
July 4.58% $1,145 plus 6.583% of the excess over $25,000.
August 4.67% $1,168 plus 6.667% of the excess over $25,000
September 4.75% $1,188 plus 6.750% of the excess over $25,000
October 4.83% $1,208 plus 6.833% of the excess over $25.000
November 4.92% $1,230 plus 6.917% of the excess over $25,000
December 5.00% $1,250 plus 7.000% of the excess over $25,000
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PART III — FORM 1120-ME.—SCHEDULE A, PAGE 2

GENERAL INSTRUCTIONS: Schedule A is provided for
corporations engaged in inter-state business. A corporation
whose income was derived solely from a trade, business or
activity conducted entirely. within Maine during the taxable
year should not complete Schedule A. If the allocation and
apportionment provisions 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:

(1) Separate accounting

(b) The exclusion of any one or more of the factors

{¢) The inclusion of one or more additional factors which
will fairly represent the taxpayer’s business activity in this
State. -

{d) The employment of any other method to effectuate an
equitable allocation and apportionment. of the taxpayer's
income.

Maine employs a three-factor formula to determine the per-

centage of corporate business income which is apportioned to,
and taxed by Maine. This percentage is derived by a fraction,
the numerator of which is the property factor plus the pay-
roll factor plus the sales factor. and the denominator of which
is 3. or the number of factors used in column 2, whichever is
less.

“Tax period.” referred to in instructions for Lines 2,4 and 7.
means the period represented by adjusted Federal taxable
income on Line 6. page 1. ‘

Line 2. SALES FACTOR: The sales factor is a fraction. the
numerator of which is the total sales of the taxpayer in this
State Jduring the tax period. and the denominator of which is
the total sales o the taxpayer everywhere ‘during the tax
period. ’

Sales of tangible personal property are in this State, (1) if the
property is delivered or shipped to a purchaser. other than the
United States Government, within this State, regardless of the
f.0.b. point or other conditions of the sale; or (2) the property
is shipped from an office, store, warehouse, factory or other
place of storage in this State and the purchaser is the United
States Government or the taxpayer is not taxable in the State
of the purchaser. '

Sales, other than sales of tangible personal property, are in this
State. if (1) the income producing activity is performed in this
State: or (2) the income producing activity is performed both
in and outside this State and a greater proportion of the in-
come producing activity is performed in this State than in any
other state, based on costs of performance.

Line 4. PAYROLL FACTOR: The payroll factor is a frac-
tion, the numerator of which is the total amount paid in this
State during the tax period by the taxpayer for compensation.
and the denominator of which is the total compensation paid
everywhere during the tax period. “Compensation™ means
wages, salaries, commissions and any other form of remunera-
tion paid to employees for personal services. Compensation is
paid in this State, (1) if the individual’s service is performed
entirely within this State; or (2) the individual’s service is per-
formed both within and without the State, but the service per-
formed without the State .is incidental to the “individual’s
service within the State; or (3) some of the service, is per-

.formed in the State and the base of operations or, if there is

no_base of operations, the place ‘ftom’which the service is

directed or controlled is in the State, or the base of operations
of the place from which the service is directed or controlled is
not in any state in which some part of the service is per-
formed, but the individual's residence is in this State.

Line 7. PROPERTY FACTOR: The property factor is a frac-
tion, the numerator of which is the average value of the tax-
payer’s real and tangible personal property owned or rented
and used in this State during the tax period and the denomi-
nator of which is the average value of all the taxpayer’s real
and  fangible personal property owned or rented and used
during the tax period.

Property owned by the taxpayer is valued at original cost,
Property rented by the taxpayer is valued at 8 times the net
annual rental rate. Net annual rental rate is the annual rental
rate paid by the taxpayer less any annual rental rate received
by the taxpayer from subrentals. The average value of

. property shall be determined by averaging the values at the

beginning and ending of the tax period but the tax assessor
may require the averaging of monthly values during the tax
period if reasonably required to reflect properly the average
value of the taxpayer’s property.

Line 9. - Apportionment factor or percentage. carried out to
4 decimal places. to be applied to business income on Line 12,
If number of factors used in column 2 is less than 3, divide
Line 8 by number used.

Line 10. Enter adjusted Federal taxable income from page 1,
Line 6 of the 1120-ME.

Line 11. Enter in Lines 11(a) through 11(f) all nonbusiness
income allocable to Maine or any other state during the tax
period. . Do not include interest on United States obligations
or Foreign dividend gross-up accounted for on page 1, lines
2(a) and 2(b).” Other Nonbusiness Income—Any other income,
which does not arise from activities in the regular course of
trade or business, or which does not arise from property which
constitutes an integral part of the taxpayer’s trade or business,
shall be allocated to Maine to the extent it can reasonably be
determined to be derived from sources within Maine.

Line 12. Amount on Line 12 represents business income only,
as determined by subtracting nonbusiness income (Line 11h)
from adjusted Federal taxable income. This is the amount on
which the percentage on Line 9 should be applied.

Line 13. Enter here the result of multiplying Line 12 by the
percentage on Line 9. . This is your business income appor-
tioned to Maine.

Line 14. This section 14(a) through 14(f) pertains to non-
business income directly allocated to the State of Maine during
the tax period.

Line 15. This figure represents taxable income apportioned
and allocated to Maine and should be also entered on Line 7,
page 1 of Form 1120-ME.

For specific instructions on allocation of any of the items (a)
through (f) of Lines 11 and 14, please refer to Chapter 821,
Section 5211 of the Maine Income Tax Law. A copy of the
Law or further information may be obtained from:

Bureau of Taxation
“Income Tax Division
- State Office Building

Augusta, Maine 04330



