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OPINIC)I\! 01' TEE \TC C~t: r __ ;_J:,, ! 
1
L,-\,y,v ~ April 18, 1974 

,- ' . (; 
Ci.'o: Ernest H .. J·o:tmson, State 'I'ax" Assessor Bureau o:f Taxation 

Fro:w.: Jerone s .. :Matus, Asst .. Atty .. Gen .. Bureau of Taxation 

Subject: ":Equivalent trucing statute of a'J'lother statet' .for :p-tu.-pose 
of 1·1aino Corporate Income Tax Law 

S'I'.uLA.B!JS: 

THE STATE TAX .ASSESSOR OF TE STATE OF YuwIB IS CORRECT n1 
DIS..4.LLOWI}JG A'UY DEDUCTIOI! FOR THJ.T PORTION OF THE I1ASSACRUS:....4'TTS 
E-XCISE T.AX \.T.tlICR IS BASED on llli'T IlTCOME, AS THE PORTIOU OF THE 
M.ASSACHU~S EXCISE TAX Il!POSTIIG SUCH .A TAX IS JJ:J "EQUIVALEt-IT 
T.AXIl!G ST.t\.TU:l'E OF .ANOTHER STATE" WITHili THE INTENT AfJD MEANil1G 
OF 36 M,.R,.S.A. Section 5102 sub-§8 Par. B .. 

FACTS: 

A notice o! proposed assessr:Lent of a State of Maine Corporate 
income tax dei"iciency was sent to a Massachusetts Corpora:tion. 
The proposed assessment is based in part upon disallowance o:r 
a deduction for that portion of the Massachusetts corporation 
excise tax which is based on net income. The deduction for the 
balance of ths Massachusetts corporation excise tax has been 
allowed. 

The Massachusetts corporation objects to the proposed 
assessment contending th.at the Massachusetts corporation excise 
true is not "an equivalent tsxing statute" within the meaning 
of the Maine Income Tax Law. 

Sl,U.ESTION: 

In ita determination of the income or a Massachusetts 
corporation subject to the Maine Corporate Income Tax Law, is 
the State Tax Assessor of the state of Maine correct in dis­
allowing any deduction for that portion or the Iwssaehusetts 
Excise Tax which is based on net incorie? 

Yes. 

REASONS: 

"l'i'..aina net inco1te" for any ta.."table year and for acy corporate 
taxpayer is defined by the t1aine Income Tax Law as " ••• the taxable 
income of the taxpayer for that taxable year under the laws 0£ 
the United States, alloctrted or apportioned to this State under 
chaptor 821 excluding: 
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Ile: 

Ernest H .. Johnson, State Tax Assessor 
f!;;>q'' .J! "l'.·re, 1 "•nt t,-,,~,~illf'• (;::'/..<'>.1-,'}'>'--n ,,f' .-,.,.-,Q~h OY> 

.1-1 l.," .... v~.--v .::Ao-'\. ~ nu~uu..vv <J- r..1.J.A VL..J.it:;k 

of rlaine Corporate L11come Tax Law 
t'1,<f0 

state11 
April 18, 1974 

for pUI:'1,)ono 

A. Income which U.."1.cl.er laws of the U.cdt;ed States is 
exe:mpt from ta1tation by states; 

B. A deduction for tax imposed by this}Jart or the 
equivalent trucing statute o~ another state; 

c .. '11he amount added to Income under Internal Revenue 
Code, Section 78.. (Foreign diviclend gross-up). 11 

36 N .. R .. S .. A .. Section 5102 sub-§8. 

Thus in arriving at "Maine net incoiae", one must first determine 
the taxable income of the taxpayer subject to allocation or 
apportionment. 

We must ascertain whether this trocable income subject to 
allocation or apportionment should exclude a deduction (as 
de.f'ined by 36 11 .. R .. s .. A .. Section 5102 sub-§8 par .. B) £or that 
portion of ths Massaohusetts'Corporation Excise Tax which is 
baaed. on net income. :f:ne net effect of the exclusion of the 
deduction. is to inci"ease the taxable income subject to allocation 
and apportionment by the amount of the deduction excluded. 

The use or the phrase "equivalent taxing statute or another 
state" in 36 l"I .. R.S.A .. Section 5102 sub-§8 Par. B is aignif'icant. 
"Equivalent" does not mean identical. 

11 'Equivalent' l. Something equivalent; that which 
is equal in value, worth, .force or significance; ••• " 
t!1:E!te.rs N,~5" .Interll!lt.i_on,a}-.. picti,o!:l!Sl, :U,nap,:r:idged 2n§; 
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In the field or patent law, one device is considered to be the 
equivalent of another, when it performs the same function in 
substnnti~lly ~he s~e way. ,9b.ic~.,_J:'~f~in~ & ~;.f~ .. Co .. ;v.• 
£!ad,e-C..."Umtlin5s, :t'I.fg .. Co .. c.c.A. ey. ~, _ P~d 92B, ~ P.t?.np.e,r v. 
fo.lieer. )'-·n.a.rmaciil CoF,Pora:t,:t..o:q, c.c.A. Mo., 64- 1''2d 217, 22"3 
Corcoran v. Riness D. c. Cal .. , 19 .P. Su.pp. 344, 347. We are 
o? th'.e op:i.n:lo"n that in the .field of corporate taxation, a 
taxing statute is equivalent to another, if the statute per.forms 
the function of taxing a corporation in aubsta.ntially the same 
way as the other tax'in.g statute. 

The Naine Corporate Incoma Tax Law imposes a ta.."r on the 
net income of a corporation allocable or a:pportionable to the 
State of liaine, thus the !"laine Corporate Income Tax is a tax 
:mae.aured by net incon.e.. The portion of the l1assachusetts EJtcise 
Tax measu....-ed by net inco~e, is a tax imposed by the Commonwealth 
of l'!a.ssachusetts measured by the net income of a corporation 
allocable or apportionable to the Commonwealth of Massachu.Het"ts. 
Both statutes per.form th--~ function of tnxi..."1.g a corporation in 
substantially the same wcy. 
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ErnE:st: H. J·ohnson, Gtnte Tn::.;;: l1sseof'Jor April l8't 1974 
"Lquivalent te .. xing statute of anothr~r state" for purpose 
of f1a1.ne Corporate Income Tax Law 

'th."C'ee · 

In the e:xamination of the 19?3 i1aine Corporate Incooe Ta.."'C 
Return :F'orm 1120-I1e .. and Schedule E o:f the 1973 Domestic Business 
or l1anufacturing Corporation Iieturn Form 355A of the Commonwealth 
of l1assachusetts, the sim.ilari ties between the Maine Corporate 
Income Tax Law end that portion of the Commonwealth of ifossa.chusetta 
Excise Ta;,c Law based on income taxable in I1asaaohusetts become most 
apparent. (Copies of these Forms are appended to this opinion.) 
Both tax forms make adjustments to a starting income figure 
from the Federal Corporate Tax Return Form 1120 .. Both taxing 
jurisdictions make mi adjustment in respect to taxes imposed 
by its otm jurisdiction and other taxing jurisdiction, (see Line 
3 of Schedule E of the Massachusetts Return and Line 5 of the 
Maine Return appended hereto) by adding these ta."'Ces imposed in 
arriving at the income figure S"~bjeet to allocation and apportionment. 
In those instances when a corporation is doing business in more 
than one jurisdiction, the income is apportioned to the trodng 
jurisdiction, and a net taxable income figure is determined. 
In both nassachusetts and ¥.nine, the appropriate tax rate is 
appl.ied to that taxable income i"igure. (See Line 18 of Schedule 
E and Line 4 or the Compu·tation or Excise Portion of Form 355A 
of the I1assaehusetts Excise Return and Line? and 8 of the 
Maine Corporate Return appended hereto.) 

While it is recognized there are some differences between 
the Maine Corporate Income Ta."'t Statute and that portion ot the 
Hasaachusetta Excise Tax Statute where the true is measured by 
net income, nevertheless, the function of the Maine Corporate 
Income Troe based on 11Maine net income" and the function of that 
portion of the Commonwealth of rrasaachusetts Excise Tax measured 
by net income allocable or apportionabla to Massachusetts is 
accomplished in a substantially similar way, and the Massachusetts 
Statute is an uequivalent statute of another state" within the 
intent and meaning of 36 M.R.S.A. Section 5102 sub-§8 Par. B. 

JStt:m'b 

cc: Attorney G-eneral 


