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Be it enacted by the People of the State of Maine as follows: 
2 

Sec. 1. 36 MRSA §5206, as amended by PI. 1985, c. 783, §§33 
4 and 34, is further amended to read: 

6 §5206. Franchise tax on financial institutions 

8 A tax is imposed for each calendar year or fiscal year 
ending during that calendar year upon the franchise or privilege 

10 of doing business in this State of every taHah±e--eBt~ty--as 

aef~Bea--~a-~~-~~--6~a6€€~~€£--4 financial institution 
12 that has Maine net income or Maine assets. The tax shall-he iJi 

the sum of the following: 
14 

1. Franchise tax on Maine net income. One percent of tl1~ 

16 financial institution's Maine net income feF--~hese--taHah±e 

eBt~t~esT-as-aef~Bea-~B-seet~eB-§6Qe-QT-sHhseet~eB-~TL 

18 
2. Franchise tax on Maine assets. Eight cents per $1,000 of 

20 the financial institution's Maine assetsT--feF--~hese--taHahle 

eBt~~~esT-as-aef~Bea-~B-seet~eB-§6Qe-QT-sHhsee~~eB-6T; and 
22 

3. Credit against tax. In each taxable year in which a 
24 financial institution sustains a book net operating loss, a 

credit shall must be allowed against the franchise tax on assets 
26 under subsection 2. The credit shall must be computed by 

multiplying the book net operating loss by the applicable 
28 franchise tax rate imposed by subsection 1. The tota1 amount of 

any sHeh credit allowed shall may not exceed the franchise tax on 
30 assets due under subsection 2. In any tax year in which there is 

excess credit, the excess credit shal± must be carried forward 
32 for no more than the next 5 tax years and eaB may be applied 

against the tax computed under subsections 1 and 2. 
34 

Sec. 2. 36 MRSA §5206-A, as repealed and replaced by PI. 1983, 
36 c. 842, §3, is repealed. 

38 Sec. 3. 36 MRSA §5206-B, as amended by PL 1995, c. 628, §§36 
and 37 and affected by §39, is repealed. 

40 
Sec. 4. 36 MRSA §§5206-D and 5206-E are enacted to read: 

42 
§5206-D. Definitions 

44 
As used in this chapter, unless the context otherwise 

46 indicates, the following terms have the following meanings. 

48 1. Affiliated group. "Affiliated group" means a gro\1.~~ 
or more corporations or financial institutions in which more than 

50 50""0 of the voting stock of each member corporation or financial 
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institution is directly or indirectly owned by a co~~ner or 
2 owners, either corporate or noncorporate, or by one or more of 

the member corporations or financial institutions. 
4 

2. Billing address. "Billing address" means the location 
6 indicated in the books and records of the taxpayer on the first 

day of the taxable year or on a later date in the taxable year 
8 when the customer relationship began and the address where any 

notice, statement or bill relating to a customer I s account is 
10 mailed. 

12 3. Borrower or credit card holder located in this State. 

14 

16 

18 

"Borrower or credit card holder located in this State" means: 

A. A borrower, other than a credit card holder, that is 
engaged in a trade or business that maintains commercial 
domicile in this State; or 

B. A borrower that is not engaged in a trade or business or 
20 a credit card holder whose billing address is in this State. 

22 4. Commercial domicile. "Commercial domicile" means the 
12.lace from which trade or business is 12rincipally managed and 

24 directed.... 

26 5. Compensation. "Compensation" means wages, salaries<_ 
commissions and any other form of remuneration paid to employees 

28 for ._personal services '. 

30 . 6 • Credi t card • "Credit card" means a credit, travel or 
entertainment card. 

32 
1. Credit card issuer's reimbursement fee. "Credi t card 

34 iss\ler IS reimburJi.ement fee" means the fee a taxpayer receives 
Jrom a merchant~ank because one of the persons to whom the 

36 taxp9yer has issued a credit card has charged merchandise or 
services to .the credit card. 

38 

40 

42 

44 

46 

48 

50 

8. Financial institution. "Financial institution" means: 

A. A financial institution authorized to do business in 
this State as defined in Title 9-B, section 131, subsection 
17-A, including, without limitation, a trust company; 

B. A bank, savings bank, industrial bank, savings and loan 
association or any other entity~excluding a credit union as 
defined in Title 9-B, section 131, subsection 12 that 
accepts deposits that are insured by an agency of the 
Federal Government; 
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2 

4 

6 

C. A bank holding company, as defined in the federal __ llanl{ 
Holding Company Act of 1956, 12 United States Code, SectioQ 
1~ or a savings and loan holding company, as defined in 
the National Housing Act, 12 United States Code~ction 
1701; or 

D. A corporation mor~~~O% of the voting stock of wh_~.h 
8 is owned, directly or indirectly, by anyone OL_more pf th.e. 

organizations defined in paragraph A, B or C ~~_~cr~di~ 
10 union as defined in Title 9-B, section 131, subsecJ;.ion_.1..2 ...... 

12 9. Loan. "Loan" means any extension of crecl,.it __ X~\11ting 
from direct negotiations between the taxpayer aDd its custome..L.. 

14 or the purchase, in whole or in part, of the .extension of credit 
from another. Loans include--partici~ations, syndications pncl, 

16 leases treated as loans for federal income tax Illi!''p'!LSes. _ LO gl1.s. 

do not include properties treated as loans under _~.Code_,_ 
18 Section 595; futures or forward contracts; optiQns; notional 

principal contracts such as swaps; credit card r!'!ceivables .. 
20 including purchased credit card ~eJationshi~~ 

nQninterest-bearing-.h.alances _due from deposi to...!'.L-.i.nsti t!!.t.ion~u 
22 cash items in t~rocess of collection; federal. funds sold; 

securities purchased under~reement~9 reselli assets held ina 
24 trading account: securities; interests in a REMIC or othe~ 

mortgage-backed or asset-backed securitYL-ansJ.....9ther similgL. it.e_I1ls-'-. 
26 

10. Loan secured by real propert.y. "Loan secured~. real 
28 property" means .that 50°'6 or more of the aggregate value of the 

collateral used to secure a loan or other obligation, when._y..alueq, 
30 at fair market value as of the time the originaJ,_~n... __ QJ::. 

obligation was incurred, was re~9~~ 
32 

34 

36 

38 

40 

42 

44 

46 

48 

50 

11. Locat.ed in the St.at.e. "Located in the State": 

A. In reference to a loan that is secured by real~per~ 
means that more than 50°'6 of the fair market value of the 
real property is located within this State or, if more than 
50% of the fair market value of the real property is.not 
located within anyone state, that the borrower is loca,teq 
in this State; 

B. In reference to a loan that is not secured by_~eal 

property, means that the borrower is located in this State; 

C. In reference to a credit card receivable, means that th~ 
credit card holder is located in this State; or 

D. In reference to real and tangible personal---.p.ropertYL 
means that it is physically present in this State , ~ept 
that transportation property is located within this Sta~ __ ~ 
the extent that the property is used in this State. The 
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extent an aircraft is considered to be used in the State is 
2 determined by computing a fraction, the numerator of which 

is the number of landings of the aircraft in this State and 
4 the denominator of which is the total number of landings of 

hhe aircraft within and outside of the State. If the extent 
60f the use of any transportation property within this State 

can not be determine~ the property is considered to be used 
8 wholly in the state in which the property has its principal 

base of operations. A motor vehiclE1 is considered to M 
10 used wholly in the state in which it is registered,_ 

12 12. ___ Maine assets. "Maine assets" means a financial 
institution's total end-of-year assets required to be rellQrted 

14 P1iLSuqnt_ to __ the laws of th~. United States on Internal Revenue 
S~ryi~~ Form 1120, Schedule L multiplied by the fraction obtained 

16 Eurs.),l.ant to section 5206-E, subsection 2. 

18 13. Maine net income. "Maine net income" means I for any 
taX.9...l;>le -y-ear, a financial institution's net income or loss per 

20 QQoks ,_~Lequired to be reported pUr!,:mant to the laws of the 
U!1.i..teo.~tat~~lnternal Revenue Service Form 1120, Schedule M, 

22 Ljne_l .... --'a!!.!;;l-2,pportioned to this State under section 5206-E. 

24 l1L .. .t...h§L_!;L:Jl:tent that a finan....c.i.al institution derives income from a 
uIli..t.§.L¥- businSUi§_carr.i.e.d.....9...n..J.U_..? __ QJ' more members of an affiliated 

26 g.r.QJJp---- "Maine net income" is determ.i,..ne~~.P.EQLtioning, in 
gCCOLdance Wi~.li§...ct.ion 5206-E.L that part of the net income of 

28 the entire grou~ that derives from tpe unitary business. 

30 J,.h __ Merc:h~t. di§.!=ount. "Merchant discount" means the fee . 
. QJ:._ . .nf1gQ.t.,1....ates1.....Q..isCQunJ;;~a£ged to a merchant by the taxpayer for 

32 P . .I .. .iV.J...e.gSL...Qb..... .. .l?Jll..ticipatinQ in a p.LQg£Qm when a credit card is 
acc~pted in payment for merchandise or services sold to the card 

34 holder...!.. 

36 15 •. _Participation. "Particip§,tion"_ means an extension of 
credit in which an unctivided ownership interest. is held on a.Jll.Q. 

38 .rata _.basis in g sing:1.§._ loan or pool o.L.loans and related 
~ollQ..ter§,J.-,-.. __ ln a loan par~ion, the cJ;'edj.~riginq..tor 

40 injj~.ial.lY... .. makes the loan. and then subsequently resells all or a 
l?Q.r..ti_o..n._of .. .i.Lt...<2.. other lenders. The participation mayor may not 

42 lliL..knowl1_t.9 the borrower. 

44 16. Principal base of o.perations. With respect to 
tranJ~.l?ortation property, ".l?.rincipal base of operations" means the 

46 P.J..Qg.§.....QL.mor~ or less permanent nature from which the property .,1...9. 
regulate~. direct~r controll!ito.. With respect to an employeEh. 

48 the_~rincipal base of operations" means the place of more or 
less permanent nature from which the employee regularly starts 

50 .the .. _emplo~ s work and to which the employee customarily returns 
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in order to receive instructions from an em..£l~x.-,-._.colI!munic_atel1. 

2 with the employer's customers or other persons or --11erform.E.~ 
other functions necessary to the exercise of the employee'~_h~9~~ 

4 or profession. 

6 11. Regu1ar p1ace of business. "Re91!-li2-L_Q1i).ce . .QL.l~JJJ;;j.ne.ss" 
means an office at which the .. tax~ carries on it~1J2.i.ness_j,J1 

8 a regular and systematic manner and that is continuously 
maintained, occupied and used by employees of the taxpaye~. 

10 
18. State. "State" means a state of the Unit£l~_._Stat~J?~Et 

12 Distr ict of Columbia, the commonwealth of Puerto Ric~._ any 
territory or possession of the United States or any ~oreign 

14 country. 

16 19. Syndication. "Syndication" means an e~ten.sion Of 
cr~dit in which, 2 Qr m~rsons fund that credi_L...9Jl..Q __ each 

18 person is at risk only up to a specified percentQRe of the total 
extension of credit or up to a specified dollar amount. 

20 
20. Taxpayer. "Taxpayer" means a financial institution as 

22 defined in subsection 8. 

24 21. 
means vehicles and vessels capable of movil1£L under. their own 

26 QQwer, such as aircraft-'--. __ llain~. water vessels and motor: 
vehicles, as well as any eguipment or containers attachG_~.Q 

28 those vehicles and vessels, such as rolling stoGJL.~arges~.£ 

trailers. 
30 

22.. Unitary business. "UnitMY business" means a bU$i~esl? 

32 activity that is characterized by unity of ownershi-P-t functional 
int~ratjon, centralization of fuanagement or economies of scale L 

34 
§5206-E. Apportionment 

36 
Except as otherwise ~cifically provided, a financi.al. 

38 institution that is taxable both in and outside this State shall 
apportion its net income as provided in this section. A 

40 financial institution is considered taxable in a state if iJL_tbat 
state the financial institution is subject to a net income tax, a 

42 franchise tax measured by net income, a franchise tax for the 
privilege of doing business or a corporate stock tax or that 

44 state has jurisdiction to subject the fin~ncial institution to a 
net income tax regardless of whether, in fact, the state does or 

46 does not tax the financial institution. 
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1. Formula applicable. All of a financial institution's 
2 net income or loss per books, as required to be reported pursuant 

to the laws of the United States on Internal Revenue Service Form 
4 1120, Schedule M, Line 1, is apportioned to this State by 

multiplying the income by a fraction, the numerator of which is 
6 the_ property factox_--p1us the payroll factor plus 2 times the 

receipts factor and the denominator of which is 4. 
8 

~~~eipts factor. T~e receipts factor is a fraction, the 
10 numerator of which is the receipts of the taxpayer in this State 

du~iliCJ-J;,he taxable year and the denominator of which is the 
12 receJptso of the taxpayer in and outside this State during the 

taxabl!LJ.':f',slJ;:. The method of calculating receipts for purposes of 
14 the denomiIl.ator is the same as the method used in determining 

receipts for purposes of the numerator. The receipts factor 
16 includes only those receipts described in this subsection that 

9J~ncluded in the computation of the apportionable income base 
18 .bor the taxable year. 

20 A. The numerator of the receipts factor includes receipts 
from the lease, sublease or rental of real property if the 

22 p-roped;"y is located in the State. 

24 B. Except as described in this paragraph, the numerator of 
the recei£ts factor includes receipts from the lease or 

26 rental of tangible personal property owned by the taxpayer 
if the ~.R-erty is located in this State when it is first 

28 placed in service b~the le~ 

30 R~eipts from the lease or rental of transportatio~operty 
owned by the taxpayer are--.included in the numerator of the 

32 _receip~s fac,;tor to the extent that the property is located 
in the State. 

34 

36 

38 

40 

42 

44 

46 

48 

50 

C. The numerator of the receiJ2ts factor includes interest 
and fees or penalties in the nature of interest from loans 
located in the Stat~ 

The determination of whether th~ real pr..QJ2erty securinJL_9. 
loali_is located in the State must be made at the time the 
QLi~inal agreement was made and any and all subsequent 
pubstitutions of collateral are disregarded. 

D. The numerator of the 
from the sale of loans. 
includes income recorded 
the Code, Section 1286. 

receiptso:[actor includes net gains 
Net gains from the sale of loans 

under the stripped coupon rules of 

The amount of net gains greater than zero from the sale of 
loans is determined by multiplying the net gains by a 
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2 

4 

6 

8 

10 

12 

14 

16 

18 

20 

22 

24 

26 

28 

30 

32 

34 

36 

38 

40 

42 

44 

46 

48 

50 

fraction, ---..tb~ numerator of which is the all)ount __ inclJJ,g.~d. in 
~umerator of the receipts factor pursuant to para~raph C 
and the denominator of which is the total amount of interest 
and fees or penalties in the nature of interest from loans. 

E. The numerator of the receipts factor includes~p_t..erest 

and fees or _~ties in the nature o.f interest from. credJt 
card rec§)i vables and receipts from fees cha.rged to credit 
card holders, such._.f!~nnual fees~ the billiI1R_address of 
the credit card holder is in this State. 

F. The numerator of the receipts factQr includes net -9.f!j.ns. 
greater than zero from the. sale ~redit card receivables 
multiplied by a fraction, the numerator ~hich ~-.the 
amount included in the numerator of tl1e receipte._k..ac.t.Q£ 
pursuant to pa~agraph E and the denominator of which is the 
~xpayer's total amount of interest and fees or penalties in 
the nature of interest frQm credit card receivables and .. Ie.es 
charged to credit card holders. 

G. The numerator of the receipts factor includes .all cregit 
card issuer 1 s reimbursement fees mul ti.QJied by a frac.tionL 

.the numerator of which is the a!Jiount-.J.ncluged._~bg 

.numerator of the receipts factor pursuant tQ .... parag:rru?_:tL.~ . ..Q..m:l 
the denomina~f which is the tax-p_~s tota.l amount ... Q.f 
interest and fees or penalties in. the nature of .. int.t!rest 
from crediLcard receivable.s and fees charged to creditCj;)'Lc'i 
holders. 

H. The numerator of the receipts factor includes recei.J2J;...§. 
from merchant discount if the commercial domiciJ.~L_t:;.bJ'! 

merchant is in thi§ State. The receipts are compute~_net of 
~redi t card holder char,:ge-backs, but are not reducedl2.y 
any interchange transaction fees or by any issuer 1 s 
reimbursement fees paid to another for charges made by._J.J;....§ 
credit card holders. 

I. The numerator of the receipts factor includes .-1.Qan 
servicing fees derived from loans multiplied by a frpctio..!h. 
the numerator of which is the amount ipcluded in the 
n~merator of the receipts factor pursuant to parggranh C and 
the denominator of which is the total amount 9f interest~nd 
fees or penalties in the nature of interest from loans. 

In circumstances in which the taxpayer re.ceives loan 
servicing fees for servicing either the secured or the 
""u=n=s"-,e~c","u=r-",e,-"d"---",l,-"o,->a,,,n~s,,,--,o,,",f,,---,a,",n=o the r , the n ume r a to r 0 f the r e c e ipt s 
factor includes the fees if the borrower is located in this 
State. 
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2 

4 

6 

8 

10 

12 

14 

16 

18 

20 

22 

24 

26 

28 

30 

32 

34 

36 

38 

40 

42 

44 

46 

48 

50 

J. The numerator of the receipts factor includes receipts 
from services not ot.herwise apportioned under this section 
if the service is perfoJ;IlWd ip thi~-.t2te. If the service 
is perfQrmed both in and QJJ,-tside this State and a greater 
proportion o{~he incQm~-producin~tivi~is performed 
in this State than in any: other state based on cost of 
~rformaJlce.L_.!J).~1L- the numerator of the receipts factor 
includes receipts from services not otherwise apportioned 
under this section. 

K. Interest. dividends, net gains greater than zero and 
other income from investrllent assets and activities~~rom 
tradin9- assets .. ~ actiyities must be included in the 
K~iQt~~gctor. Investment assets and activities and 
.trading aSSEtt.L an.!L activi ties iI!clude but are not limited to 
investment sSlcur.ities; trading account. assets: federal 
funds; securities purphased and sold u~r agreements to 
resell orJ'epurchase.~.p~tion..6.L futures contracts i forward 
contracts; notiQ~~inci~ contracts such as swaps~ 

egui ties; and foreign currency: transactions. With respect 
.t.Q._fede~undsL the receJ...P..h.s factor includes o~the 
.amouI1..L._Qy--_ whiclL .. ...i.nte.£ft.s...L ... from feder.al funds solcJ_~nd 

securj,ties._-purchase~. unQ.~ resa~ ... agreements Et~CeeQ.s 

.interest ~en~1L-feqeral_.funQ.IL-P.JJ.rchased and securities 
sold .. unclI;LLJ....ru2JJrchasEt_~greements •. __ .wi th ~~c;;:t to .. trading 
aSAet~and JLt;LCJJriti(~sL. th!;LIeC~1Ji. ..... .Lactor includes oply: the 
'§'mQ.unt ...l2~bich :i,.ntere_~~iyJ.dencl~gains._.~nd othe..L.l-ncome. 
from trading assets ap~ctivit~_incJ,JJ...~ but ..... not 
limi ted to~ssets and aGtivi ties in the matched boo~........in 

the arbitrage._.....QQ.Qk . .......QL. .. .in.........forejsn currency: transactionh 
exceed amounts paid in liJrn of interesh. .. amounts paid in 
.1ieJJ.......Q..b_di yJdends and losses {rom ...... the a.ssets and acti vi ties. 

The numerator of the rece.ipts factor includes receipts from 
investment asse..k.s an.Q . .....Q..C.tivitie_9 and from tradi!!9-assets and 
activities described ilL.this paragraph that are .attrib\l.table 
to this State. Receipts attributable to this State al}.Q 
incluo,ed in the nlJIDerj3.tor._ are determined by: mul tipJ'ying all 
the ~ipts .. ...J_rom the ass~J; . .§........li..n.Q.......activities hY- a fraction, 
.the .....illlmeratoL.....Q~b._ich iJL....the........<Jross income from the assets 
and <;!cti vi t.;i,J;u~._t.hat....JlLt;L....Q.ro~_C!§.§..igned to 9- .regular place. 
of business.. of the ta~er._. in this State and th~ 

denominator of which.is_~he~ross income from all the assets 
and activities. 

Assets are properly: as~sned to a ~lar place of business 
in the State if the 9ay:-to-~decisions regarding the asset 
or activity: occurred at a regular place of business in this 
State. When the day:-to-day: decisions regarding an 
.investment asset or activity: or trading asset or activity: 
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2 

4 

6 

8 

occur at more tha1L..Qne __ regulaJ;'~lace of business < the asset 
Qr activity is considered to be located at the rEill-ulaL~ce 
of business of the taxpayer where t4~vestment or trading 
policies or guid~lilleJ? witlL.!:.§.§.p.ect to the asset or aeJ;.ivity 
are established. Unless the taxp"~er demonstrat.es to ~ 
.contrary, thos~licies and~delines are -PKesumed J~.Q._be 

established at the ~ommercial oomicile of the taxpayer~ 

3. Property factor. The~~ac~or is a_fJ;'action, the 
10 numerator of which is .t~£verage_valJJfL of real propertY-_....anQ 

tangible personal propert-y rented to .. the ta~LthaL.is locat;.eQ 
12 in t:Qe. Sta~~rinR-.th§..... taxab.l.e........YJ~.ar-L--the....~....erag.~ value of the 

taxpayer's real and taI).illbl~._-P..e.£§9na~~r.tL-Q.wned that is 
14 located in the State dud.nR-th!L. taxable __ -Y~Q.L_p.nd the averag~ 

val ue of the taxpayru:~~.Q..nI,--__ srQQ... .. Q..L(~d:l~a..rd J~.cei vables that. 
16 are located in the Sta,.te.---.durj,1!g._.the .. taxable ~L __ and the 

denominator of which . ..i.s--.th.!L..i;l.~. va).. u~Q.f.~ .. SucJ:L.....lll'Qp.erty 
18 located in an~Q.1J.h.side_thi.L.S.tj:lte du.ring the taxable year. 

20 b. Real anq_h.Q1lg.ible.... .... .,p.tl.sona:!,._.!?.K.911§.£.tY---.Q..N11f.;d .......lu':.._.the 
taxpayer is valued at i.tLQ£.iginaLi:os t_L .. ..l'.:(QJ2..er.1;,y_..£§nte..!L..:Qy 

22 .the taxpayer is valued at 8 __ t.imel:!. the net annual rental 
rate. .Net annual rental rat.e .is the annUql rental ra~aid, 

24 by the t a~~e r _1 eALiillY-.91l.1.11l,.9l.._±: e nt ttL r a tSL_.r e c..e i y§.Q~_thSl 
taxpayer from subrerrtgls. 

26 

28 

30 

32 

34 

36 

38 

40 

42 

44 

46 

48 

50 

( 1 ) The ave r agiL_Y_Q. 1 u.JL.9...L._1Lr oE-e.I.ty._J1L.Jl~ te rm i ne Q . ....l2y 
averaging the v:a..lyes . ...Qt tbg....lLeginIlirul._9-nd ep.din~.J:_the 
tax period-,-l1ut_.th~'i..t..?..t.SL . .J.'_QJ~. __ A..~.~ssor __ may require the 
ave r agi l19_..Af-I!!9n thh ... Y a lYJ;lJ;, ... QyX i nJJ._ th5'L_t.ax .-ll§tr i 9d . ...i..f 
re asonabL¥-Jequi r ed t.~J'~_{l e c~.r.Q£? r ly .... ~bJL. aVE1La..ge. 
val ue 0 f the t. ax..p£ye r 'li.....lLr.QJ2..fLm-'.. 

1..£) LOMS are valued~their outstandin~il1cipal 

Qalanc~ wi thouJ;._~g.g.rg to any rese!:y'EL-.foc bad debts . 
.l.L..sL 1 0 an_i:;L~@.Lg.ruL._QLt:_ ill. ___ whP.k_ . ...QL . ..lIL.l2Qr t for 
.t§"Q.e r a L..!...Ilcom.e.. t aIL.llliXl1 0 s e_s~h.e.---PQ..r t i 0 n~. the loan 
charged Q.i.L.~_IlQL . ......9utsJ;...Q.n.ging., A specifically 
.all 0 cat I;H,'L re ~ e ry.~_~..s_t&hl i she Q __ Q1l,Kl;!JJ.gn t . to_.:ut9.Y 1 a tQn'-9X 
f i nanc i Cl.J,_~OUIl.U_ng._~.de lins!'l? __ t..tta t_i.JL_ t re a te d ~ 
c~.r.gruL. 0 f f for f ~ de r a]. i n...Q om~LJ;..a...K-1?1.!.r.11.o s e :L~J;.K e C! teg 
as charged off fOI.:-pur:poses of this section. 

ilL Credit card .recftivables __ i;!.ISL_""yglu8_d at their 
outstandin£L principal baJan~_EL~ithout .regard to~ 
reserve for bad del;>ts. If a credit card. receivable is 
charged off in whole or in~rt for federal income tax 
~ses, the portion of the receivable charged off is 
not outstanding. 

Page 9-LR2460(1) 



2 

4 

6 

8 

10 

12 

14 

16 

18 

20 

22 

24 

26 

28 

30 

32 

34 

36 

38 

40 

42 

44 

46 

48 

50 

B. A loan is considered to be located within this State if 
it is propetlL. assigned to a r~gular place of business of 
the taxpayer in this State. A loan is properly assigned ~o 

the regular place of business with which it has a 
preponderance of substantive contacts. A loan assigned by 
the taxpayer to a regular place of business outside the 
State is presumed to have been properly assigned if: 

(1) The taxpayer has assigned, in the regular course 
of its business, the loan on its records to a regular 
P-lace of business consistent with federal or state 
reguirements: 

(2) The assignment on its records is based upon 
substantive contacts of the loan to a regular place of 
business; and 

(3) The taxpayer uses the records reflecting 
QSsignment of loans for the filing· of . all state-1illd 
local tax returns for which an assignment of loans to a 
regular place of business is reguired. 

The presumption of proper assignment of a loan provided in 
this paragrap:tLJrlQy be reb.utte~--lli?Q1.l a showing by the State 
Tax Assessor ,~rted by a preponderance. of the evidence, 
that the pre~nderance of substantive~acts regarding the 
loan did not occur at the regular place of business to which 
.i twas aruii9.ned on th~_ ta~s records. When the 
presump.tion has been rebutted, the loan is then located 
wi thin this State if the taxpayer had a regular place of 
bus~ness in this State at the time the loan was made and the 
taxpayer fails to show, by a preponderance of the evidence, 
thaL the ~eponderance of substantive contacts regarding the 
loan did not occur in this State. 

C. In the case of a loan that is assigned by the taxpayer 
~c;t place--.lli!tside this Stq.te that is not a regular place of 
Q~piness, it is presumed L subject to rebuttal by the 
.taxpayer on a showing supported by the preponderance of 
evidence, that the preponderance of substantive contacts 
regardinR-the Ipan ~curred in this State if, at the time 
the loan was made, the taxpayer's commercial domicile was in 
this State. 

D. To determine the state in which the preponderance of 
substantive contacts relating to the loan has occurred, the 
facts and circumstances regarding the loan at issue are 
reviewed on a case-by-case basis and consideration is given 
to activities as the solicitation, investigation, 
negotiation, approval and administration of the loan. For 
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purposes of the paragraph, the following terms have the 
following meanings. 

(1) "Solicitation" is either active or passive. 
Active solicitation occurs when an employee of the 
taxpayer initiates the contact with the customer. The 
activi ty is locaLed at the regular place of business 
wi th which the taxp~er' s employee is regulaili 
connected or out of which the employee is working, 
regardless of the where the services of the employee 
are actually performed. Passive solicitation occurs 
when the customer initiates t.he contact with the 
taxpayer. If the customer's initial contact was not at 
a regular place of business of the taxpayer, the 
regular place of business,-~~-,----where the -PQPsivE). 
solicitation occurred is determined bY--the facts in 
each case. 

1..]) "Investigation" is the procedure by which 
employees of the taxp~r determine the 
creditworthiness of the~~stom~~_well~s the degr~ 
of risk involved in makin!LSLparticulq.r agreemeI1h The 
acti vi ty is located at the regular place of business 
wi th which the. tax~er' s. employees are regularly 
connected or out 0( __ which the ~lI!1Lloyee~.are working, 
~ess of where the services of the eJl1l2l.oyees are 
actually performed. 

i...ll.._~~Q t i at ion " is . .tJ.l..e.--J2.LO c.e_d_1!r~_...whl..Q.h.....J;1!D.Q.loye e s 
of the taxpayer and its. customer de.termine t.he terms of 
.the agreeme~ such as the amoun..t..........duratiolL..... interes..t 
rate, frequency of repayment". currency den.omination and 
.§..ecuri~equ.L[.~._ The--.-9ctiviu.....J.s located at the 
regular place. of b1,l.siness at which the .employees are. 
working, regardless of where _. th~_services of the 
employees are actually performed. 

i1l..~.ELQ..Y..Q..L_i.s. the procedure by wl1iQ1L.emfll.QYees.Q.f. 
the board of directors of._tile tq~~ake the final 
determination of wheth.e.L~.?nter. in~~agrE1ement...... 

The activity is IPcated at the r~~ular~~i 
business with which the taxpayer's _ employees are 
regularly connected or out of which the .emp--loyees are 
working, regardless. of wpere the services of the 
employees are actually performed. If the board of 
directors makes the final determination, the activity 
is located at the commercial domicile of the taxpayer. 

(5) "Administration" is the process of managing the 
account. This process includes bookkeeping, collecting 
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payments, corresponding with the customer, reporting to 
2 management regarding the status of the agreement and 

proceeding against the borrower or the security 
4 interest if the borrower is in default. The activity 

is located at the regular place of business that 
6 oversees this activity. 

8 E. For purposes of determining the locatign of credit card 
receivables, those receivables a~ treated as loans and are 

10 subject to the provisions of paragraph C. 

12 F. A loan that has been properly assigned to a state, 
absent any change of material fact, remains assigned to that 

14 state for the length of the original term of the loan. 
After the length of time of the original term of the loan 

16 has expired, the loan may be properly assigned to another 
state if the loan has a preponderance of substantive contact 

18 with_~ regular place of business in that state. 

20 4. Payroll factor. The payroll factor is a fraction, the 
numerator of which is the total amount paid in this State during 

22 the taxable~ar by the taxpayer for compensation and the 
denominator of which i~e total compensation paid both in and 

24 outside this State during the taxable year. The payroll factor 
inclu~ only that compensation that is included in the 

26 computation of th~portionable income tax base for the taxable 
~..L.-

28 

30 

32 

34 

36 

38 

40 

42 

44 

46 

48 

A. The compensation of any employee for services or 
activities that are connected with the production of income 
that is not includable in the apportionable income base and 
payments mad~ to a~dependent contractor or any other 
person not properly classifiable as an employee are excluded 
from both the numerator and denominator of the factor. 

B. Compensation is paid in this State if anyone of the 
following tests, applied consecutively, is met. 

(1) The employee's services are performed entirely in 
this State. 

(2) The employee's services are performed both in and 
outside the State, but the service performed outside 
the State is incidental to the employee '. s service in 
the State. For the purposes of this subsection, 
"incidental" means any service that is temporary to 
transitory in nature or that is rendered in connection 
with an isolated transaction. 
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4 

6 

services are performed both in (3 ) If the employee I s 
and outside the State,. 
attributed to this State: 

the employee I s compensation is 

.1 a) If the e.mplQ~~_p-d_IJ.~c,-"i4p;'..!a",1",--~b~a""s--",e,-----~0L,!,.f 

Qperations is in this State: 

8 (b) If there is no --P.£.incipal base of operations 
in any state in whicn some part_ of the services 

10 are performed, but the place from which the 
services are directed or controlled is in this 

12 State; or 

14 (c) If the principal base of operations and the 
place from which the services are directed or 

16 controlled are not in any state in which some part 
of the service is performed, but the employee I s 

18 residence is in this State. 

20 5. VariatiQns. If the ~portionment provisions of this 
section do not fairly represent the extent of the taxpayer's 

22 business activity in this. State, the taxpayer may petition for, 
or the State Tax Assessor may reqll,ire~iQ.. __ Ul~ct __ t.9 all_or_any 

24 part of the taxpayer's business activity: 

26 

28 

30 

32 

34 

36 

A. Separate accounting; 

8. The exclusion of anyone or mor~~the factors; 

C. The inclusion of one or more .addi tional . factQJ:."s tha.t 
-"w,--"i"--,l"-,l=--~f"-,a","",i-",r-"l'-.ly~-"r,-"e'-Jp"-,r,,--e=s-,,,e,,,,n,-,t,---,,t~h..,e,,-----,t"-'a""x,....p~a'-J,y-"e'-'r'--' s~ bu s i ne s s ac t i v.ity in 
this State; or 

D. The e1I!,Pl..Qyment of any other method to.....&ifectuate. an 
equi table apportionment of the ta.1ill£l.~ income. 

Sec. 5. 36 MRSA §5220, sub-§6, as enacted by PL 1987, c. 504, 
38 §35, is amended to read: 

40 6. Financial institutions. Every l:;aHaale-eRtil:;y financial 
institution, as defined by section 96Ga-g 2206-D, suas-ee-t-Ma--4y 

42 whieh that is required to file a federal income tax return. The 
State Tax Assessor mayy--i-a---h-i-s--€l-i£€i'et.isR.,,- allow 2 or more 

44 l:;aHaale-eRl:;il:;ies-whieh financial institutions that are members of 
an affiliated group to file a consolidated return. 

46 
Sec. 6. 36 MRSA §5231, sub-§lQA, as enacted by PL 1989, c. 

48 871, §19, is amended to read: 
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1-A. Federal extension. When a taxable corporation or 
2 ~aHaB±e-en~i~y a financial institution subject to the tax imposed 

by chapter 819 is granted an extension of time wi thin which to 
4 file its federal income tax return for any taxable year, the due 

date for filing the taxpayer's income tax or franchise tax return 
6 with respect to the tax imposed by this Part is automatically 

extended for an equivalent period plus 30 days. 
8 

Sec. 7. Application. This Act applies to tax years beginning 
10 on or after January 1, 1997. 

12 
SUMMARY 

14 
This bill amends the Maine financial institution franchise 

16 tax in several respects. First, a new definition of "financial 
institution" clarifies which institutions are subject to the tax 

18 and includes certain institutions that may not previously have 
been subject to the franchise tax. The tax will still apply only 

20 to those institutions that are required to file a federal income 
tax return, because institutions not required to file a federal 

22 income tax return will have no Maine net income and no Maine 
assets subject to tax. The amendments change the apportionment 

24 formula used to compute Maine net income from total net income or 
loss per books. The new formula adopts many features of the 

26 financial institution apportionment formula recommended by the 
Multistate Tax Commission. It is designed to reflect how 

28 financial institutions earn income more accurately than the 
corporate income tax apportionment formula that is applicable 

30 under current law. For example, loans are included in the 
property factor. As with the current formula, the sales or 

32 receipts factor is double-weighted. The new apportionment 
formula is also used to compute Maine assets from the total 

34 end-of-year assets of the financial institution. 
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