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April 15, 1995 

ANNOUNCEMENT 

DEPARTMENT OF FINANCE 

PROPOSED RULES AND REGULATIONS FOR THE OPERATION 
OF PACHINKO SLOT MACHINES IN THE 

COMMONWEALTH OF THE NORTHERN MARIANA ISLANDS 
REGULATION NO. 2400 

The Secretary of the Department of Finance hereby announces that 
she has extended the date by which comments on the Proposed Rules 
and Regulations for the Operation of Pachinko Slot Machines in the 
Commonwealth of the Northern Mariana Islands published in the March 
15, 1995, edition of the Commonwealth Register may be submitted. 
Those interested in the commenting on these regulations may do so 
in writing addressed to the Secretary of Finance, Commonwealth of 
the Northern Mariana Islands, P.O. Box 5234, CHRB, Saipan, MP 
96950, not later than May 15, 1995. 

The Secretary of the Department of Finance also hereby announces 
that she is temporarily waiving for all applicants for a pachinko 
slot machine license the following license application requirements 
specified in the Proposed Rules and Regulations for the Operation 
of Pachinko Slot Machines in the Commonwealth of the Northern 
Mariana Islands published in the March 15, 1995, edition of the 
Commonwealth Register: s24OO .4 (a) (2) [make, model, serial number, 
etc.]; 92400.4(a) (3  [import information] ; 52400.4 (a) (4) 
[intended location] ; 52400.4 (a) (5) [photograph] ; and s24OO .4 (a) 
(6) [notarized statement]. Such information shall instead be 
submitted on or before the later of [a] ten (10) days after the 
date the applicant becomes entitled to a pachinko slot machine 
license or [bl ten (10) days after the date the pachinko slot 
machine is received by the applicant. 

MARIA D. CABRERA 
Secretary of Finance 

Date 

Filed With: 

Recorded by: ?+Lk+ 
SOLEDAD B. SASAMOTO Date 
Registrar of Corporations 
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DEPARTMENT OF FINANCE 

ANNOUNCEMENT NO. CS95-01 

The Department o f  Finance, D i v i s i o n  of Customs Service, wishes t o  announce the i n t e r i m  p o s i t i o n  i t  i s  tak ing 
w i th  regard t o  the implementation o f  c e r t a i n  provisions o f  Chapter 4 o f  Pub1 i c  Law 9-22. The Department o f  
Finance w i l l  be issu ing regulat ions i n  the near fu tu re  per ta in ing t o  the foregoing and other excise tax matters 
necessary t o  implement and enforce Publ ic  Law 9-22. 

DEFINITIOWS 

Foodstuff. For purposes of 4 CMC §1401(g), foodstuf f  s h a l l  be def ined as fol lows: 

l lFodstuf f "  means any food which has n u t r i t i o n a l  value, o r  i s  necessary f o r  the sustenance o f  
l i f e ,  and su i tab le  f o r  human consumption inc lud ing d a i r y  products, b o t t l e d  d r ink ing  water, 100% 
f r u i t  o r  vegetable juices, and any ingredient p r i m a r i l y  used i n  the preparat ion o f  food. 
llFodstuffln s h a l l  include animals on ly  i f  such animals are imported i n t o  the CNMI f o r  the 
pr imary purpose o f  human consumption. 

Hygiene Products. For purposes o f  4 CMC §1401(h), "hygiene productsM s h a l l  be def ined as f o l  lows: 

"Hygiene Productsll means goods, merchandise o r  p roduc ts  necessary f o r  the personal health, 
sa fe ty  and cleanl iness o f  an ind iv idua l  except f o r  c h i l d  care products exempted under 
§1402(b)(5) o f  Chapter 4. "Hygiene productsI1 s h a l l  include toothpaste, shower soap, t o i l e t  
t issue, shampoo, deodorant, tooth brush, h a i r  brush, and dental f loss.  "Hygiene products11 
s h a l l  no t  include h a i r  spray, h a i r  gels and j e l l i e s ,  and h a i r  condit ioner. 

Jewelry. For purposes of 4 CMC §1401(i), jewelry s h a l l  be def ined as follows: 

llJewelryll means a l l  a r t i c l e s  made o f  precious metal o r  precious o r  semi-precious stones and 
capable o f  being worn f o r  personal adorment. 11Jewelry18 does not  inc lude the fol lowing: 

a. U r i s t  watches having a value not exceeding 8500 per un i t ;  

b. A l l  a r t i c l e s  containing precious metal o r  precious o r  semi- 
precious stones which are capable o f  being worn f o r  
a d o r m n t  which have a value o f  no more than $500. 

4. Leather g o d s  o r  Related Products. For purposes o f  4 CMC §1401(k), "Leather goods o r  re la ted  products" 
s h a l l  be def ined as follows: 

"Leather good o r  re la ted  products11 means a r t i c l e s  made o f  f u r  on the hide, pelts,  o r  any animal 
s k i n  dressed f o r  use o r  i n  which such a r t i c l e  has a component f u r  on the hide, pe l ts ,  o r  any 
animal skin. Leather goods o r  re la ted  products does not include the fol lowing: 

a. Footwear; 

b. Wrist watches valued a t  Less than 3500 which 
conta in leather bands. 

IHWSITIOll OF EXCISE TAX 

1. For purposes o f  4 CMC 51402, items s h a l l  be subject t o  the excise tax prov is ions provided i n  §1402(a) 
as provided there in  regardless o f  whether the i tem i s  f o r  business purposes o r  non-business purposes. However, 
i f  the i tem i s  f o r  non-business purposes, the i tem w i l l  be subject t o  the §1402(a) excise tax prov is ions only  
t o  the extent the value o f  the i tem exceeds the amounts speci f ied i n  4 CMC §1402(c). 
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Examle No. 1: John Doe imports an automobile i n t o  the CNMI f o r  personal use having a value 
o f  S24,OOO. Mr .  Doe w i l l  be subject t o  the excise tax under 4 CMC §1402(a)(12) as fol lows: 

Ad valorem on vehicle: 
Exemption o f  S1,000.00: 

Tax Base 823,000.00 

Excise Tax a t  5%: S 1,150.00 

Examle No. 2: Mahi Fishing imports a boat i n t o  the CNMI f o r  business purposes having a value 
o f  S54,000.00. Mahi Fishing w i l l  be subject t o  the excise tax under 4 CMC §1402(a)(15) as 
f o l  lows: 

Ad valorem on boat: $54,000.00 

Tax Base: $54,000.00 

Excise tax a t  10%: S 5,400.00 

2. For purposes o f  4 CMC §1402(a)(5), nncosrneticsln s h a l l  include i n  add i t i on  t o  the items s p e c i f i c a l l y  
enunerated i n  §1402(a)(5) a l l  preparations used as appl icat ions t o  the hai r ,  the skin, o r  other par ts  o f  the 
body t h a t  do not  have medicinal o r  hygienic purposes such as h a i r  spray, h a i r  gel, h a i r  j e l l i e s ,  h a i r  
conditioner, body Lotion, and bod/ creams. 

EXEMPTIOWS 

1. For purposes o f  4 CMC §1402(b)(3), Inpersonal and o f f i c e  computer equipmentnn s h a l l  include on ly  computers 
and r e l a t e d  equipment imported f o r  personal o r  business use by the consumer. nnPersonal and o f f i c e  computer 
equipnent1I s h a l l  not  inc lude computers and re la ted  equipment imported f o r  resale purposes. 

2. I n  a d d i t i o n  t o  the exemptions t o  the excise tax provided i n  4 CMC §1402(b)(l) - ( B ) ,  the fo l lowing s h a l l  
be exempt from the excise tax: 

a. Personal household goods imported i n t o  the CNMI tha t  were not  purchased d i r e c t l y  from 
a s e l l e r  bu t  ra ther  are brought i n t o  the CNMl by a return ing resident or a new resident f o r  
the purpose o f  establ ish ing a household. 

Issued and C e r t i f i e d  By: 
MARIA D. CABRERA 

SECRETARY OF FINANCE 
TITLE 
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April 13, 1995 

PUBLIC NOTICE 

DEPARTMENT OF FINANCE 

PROPOSED REVENUE AND TAX REGULATIONS NO. 2200 

The Secretary of the Department of Finance hereby provides public 
notice of the Proposed Revenue and Tax Regulations, No. 2200. The 
purpose of these regulations is to implement, interpret, prescribed 
and clarify policies and procedures required to implement, enforce, 
and administer the provisions of Division 1 of Title 4 of the 
commonwealth-code. Furthermore, these regulations are necessary in 
light of the amendments made by Public Law No. 9-22. These 
regulations are promulgated under the authority given to the 
Secretary of Finance by virtue of 1 CMC S2553, 1 CMC S 2557, 4 CMC 
S1104, 4 CMC §1701(c), and 4 CMC S1818, the Commonwealth 
Administrative Procedure Act, 1 CMC S9101 et seq, and pursuant to 
all other authority and directions set forth in the Commonwealth 
Code. 

The proposed regulations are published in the Commonwealth 
Register. Copies of the Commonwealth Register may be obtained from 
the Attorney General's Office. 

Anyone interested in commenting on these proposed regulations may 
do so in writing addressed to the Secretary of Finance, 
Commonwealth of the Northern Mariana Islands, P.O. Box 5234 CHRB, 
Sai~an, MP 96950, not later than 30 days from the date of its 
pubiication in 

Issued by: 

the Commonwealth Register. 

- *&A&& 
MARIA D. CABRERA 
Secmary of Finance 

Concurred by: 
~ S U S  C. BORJA ' // 

/Acting Governor (/ 

Filed and 
Recorded by: @A A. f l h  

pa- . S LEDAD B . SASAMOTO 
.r*' Registrar of Corporation 

COMMONWEALTH REGISTER VOLUME 17 NUMBER 04 APRIL 15, 1995 

4,43/5 
Date 

PAGE 13086 



Abrit 13, 1995 

NUTISIAN, PUBLIKU 

DEPATTAMENTON FAINANSIAT 

I MAPRUPONI SIHA NA REGULASION REVENUE YAN TAX NUMERU 2200 

I Sekretarian i Depattamenton i Fainansiat ginen este ha 
prubininiyi nutisian publiku pot i mapruponi siha na Regulasion 
Revenue yan Tax Numeru 2200. I propositun este siha na regulasion 
pot para u implementa, intetpeti, preskribi yan una klaru huyong 
areklamento yan direksion nu debi u guaha para uma implernenta, 
enfuetsa, yan administra i ~ibitsion 1, Titulu 4 gi kodiku i 
Commonwealth. Intremas, este na regulasion siha nisisariu nuchomas 
pot i amendasion ginen i Lai Publiku Numeru 9-22. Este siha na 
regulasion manma fatinas sigun gi aturidat i manale i Sekretarian 
i Fainansiat ginen aturidat 1 CMC S2553, 1 CMC S2557, 4 CMC S1104, 
4 CMC §1701(c), 4 CMC S1818, yan i Administrative Procedures Act, 
1 CMC S9101 et seq., yan ginen todu ayu siha na aturidat yan 
direksion ni managaige sigun gi kodikun i Commonwealth. 

I mapruponi na regulasion manmapuplika huyong gi Rehistran i 
Commonwealth, ya hayi interesao na petsona sina ha manule kopia 
ginen i Ofisinan i Attorney General. 

Hayi interesao mamatinas komentu pot i mapruponi siha na regulasion 
sifia ha ha'tugi papa ya u na halom guato gi Secretary of Finance, 
Commonwealth of the Northern Mariana Islands, P.O. Box 5234 CHRB, 
Saipan, MP 96950, ti u mas di trenta (30) dias despues di malaknos 
este na nutisia gi halom i Rehistran Commonwealth. 

Linaknos : 

Kinenfotma 
as: 

MARIA D. CABRERA 
Sekretarian i Fainansiat 

/~obetnu (Acting) V 

Ma file yan 
Rekod as: 

IS SOLEDAD B. SASAMOTO 
Registrar of corporation 

&Ly& 
Fecha 
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CERTIFICATION 

DEPARTMENT OF FINANCE 

PROPOSED REVENUE AND TAXATION REGULATIONS NO. 2200 

I, Maria D. Cabrera, the Secretary of the Department of Finance who 
is publishing these Proposed Revenue and Taxation Regulations No. 
2200, by signature below hereby certifies that the Proposed Revenue 
and Taxation Regulations No. 2200 is a true, correct, and complete 
copy of the regulations proposed by the Department of Finance. I 
further request and direct that this certification and the Proposed 
Revenue and Taxation Regulations No. 2200 be published in the 
Commonwealth Register. 

I declare under penalty of perjury that the foregoing is true and 
correct and that this declaration was executed on the /d day of 
April, 1995 at Saipan, Commonwealth of the Northern Mariana 
Islands. 

*&//A 
MARIA D. CABRERA, 
Secretary of Finance 
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REVENUE AND TAXATION REGULATIONS NO. 2200 

Part I - Section 2200, General Provisions 

S e c t i o n  2200.1 .  Authori ty .  The authority for the 
promulgation and issuance of Revenue and Taxation Regulations No. 
2200 is by virtue of the authority and directions set forth in the 
Commonwealth Code including, but not limited to, 1 CMC 52553, 1 CMC 
52557, 4 CMC 51104, 4 CMC §1701(c), and 4 CMC 51818. 

S e c t i o n  2200.2 Purpose and Scope. The purpose of these 
Regulations is to establish policy and procedures to implement and 
provide uniform enforcement of the tax laws of the Commonwealth of 
the Northern Mariana Islands and other laws delegated to and 
administered by the Division of Revenue and Taxation. Unless 
specifically provided otherwise, these Regulations apply to 4 CMC, 
Division 1 except Chapter 4 and Chapter 10. 

S e c t i o n  2200.3 Orcranization. Revenue and Taxation, a 
division of the Department of Finance established pursuant to 1 CMC 
52557 shall be headed by a Director. The Director shall be 
responsible for the day to day operations of the Division of 
Revenue and Taxation. In order to carry out its responsibilities, 
the Division of Revenue and Taxation hereby establishes the 
following activity branches: 

(a) Technical Research and Appeals Branch. The 
~echnical Research and Appeals Branch shall be headed by a 
manager and is responsible for: 

(i) the administrative appeal system; 
(ii) research and support service; 
(iii)technical resource and library service; 
(iv) review; 
(v) disclosure; 
(vi) special procedures. 

(b) Com~liance Branch. The Compliance Branch shall be 
headed by a manager and is responsible for: 
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(i) taxpayer assistance service; 
(ii) tax return examinations; 
(iii)taxpayer compliance program; 
(iv) data entry; 
(v) file maintenance; 
(vi) returns processing. 

(c) Collection and Remittance Branch. The Collection 
and Remittance Branch shall be headed by a manager and is 
responsible for: 

(i) accounts billing; 
(ii) field collection; 
(iii)cashier function. 

(d) Examination Branch. The Examination Branch shall be 
headed by a manager and is responsible for: 

(i) review of tax returns; 
(ii) desk audits; 
(iii) field audits; 
(iv) special audits. 

(e) Enforcement and Resulatory Branch. The Enforcement 
and Regulatory Branch shall be headed by a manager and is 
responsible for: 

(i) poker machines; 
(ii) pachinko slot machines; 
(iii)amusement machines. 

Section 2200.4 Function The Division of Revenue and Taxation 
shall administer and enforce all provisions of Title 4, Division 1 
of the Commonwealth Code (except those provisions specifically 
delegated to other agencies, e.g., The Division of Customs), the 
United States Internal Revenue Code of 1954, as amended, and its 
accompanying Regulations as made applicable to the Commonwealth of 
the Northern Mariana Islands pursuant to 5601 of the Covenant, and 
these and other regulations delegated to the Division of Revenue 
and Taxation. 

Section 2200.5 Rota and Tinian District Offices. The 
Division of Revenue and Taxation shall have district offices in 
Rota and Tinian for its activities in these senatorial districts. 
The functions of the district operations shall be under the 
supervision of the Secretary of Finance or his/her designee. 
Personnel supervision of the district offices shall be under each 

I 
respective Resident Director of Finance. 

COMMONWEALTH REGISTER VOLUME 17 NUMBER 04 APRIL 15, 1995 PAGE 13095 



Section 2200.6 Reaulations Su~erseded. 

(a) Revenue and Taxation Regulations No. 2200 supersedes 
all rules and regulations issued by the CNMI Department of 
Finance and/or the CNMI Division of Revenue and Taxation which 
were published prior to the adoption of Revenue and Taxation 
Regulations No. 2200 which pertain to taxes, fees, or other 
laws administered by the Division of Revenue and Taxation, 
includingthose rules and regulations issued under Revenue and 
Taxation Regulations No. 1200, Revenue and Taxation 
Regulations No. 8301 and all amendments thereto. 

(b) Revenue and Taxation Regulations No. 2200 do not 
supersede any rules or regulations proposed or adopted by the 
Department of Finance pertaining to the operation of pachinko 
slot machines in the Commonwealth of the Northern Mariana 
Islands. 

Section 2200.7 Definitions. 

(a) Business: The term ffbusinessn shall have the same 
meaning as a "trade or businessff as that term is applied under 
8162 of the Northern Marianas Territorial Income Tax; thus, 
llbusinesslf normally means any regular and continuous activity 
carried on by a person for the purpose of earning income or 
profit. Except as otherwise provided, an employee shall not 
be considered as operating a business, and a partnership or a 
corporation shall be considered as operating a business. 

(b) Calendar Month: the period extending from the date 
in one month to the same date in the succeeding month. 

(c) CNMI Real Property Interest: A I1CNMI Real Property 
Interestl1 means any l1interest (other than as a creditor) in 
real propertym located within the CNMI. An Ifinterest in real 
property includes a fee simple estate, estate for life, a 
long-term lease including an option to acquire the same, or 
any interest defined in §897(c) (1) (A) (ii) of the NMTIT; 

(d) Director: The Director of the Division of Revenue 
and Taxation, unless the context otherwise requires. Any 
references to the term IfChiefft as used within these 
Regulations or the tax laws is deemed to refer to the Director 
of the Division of Revenue and Taxation. 

(e) Division: ftDivisionft means those provisions 
of Title 4 of the Commonwealth Code in Division 1 but 
excluding Chapter 10, Developer Infrastructure Tax. 

(f) Employee: any individual, who under the usual 
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common law rules applicable in determining the employer- 
employee relationship, has the status of an employee. Such 
term shall not include an individual who performs services as 
either a sole proprietor to himself/herself or a partner to 
his/her partnership. 

(g) Emplover: the person for whom an employee performs 
or performed any service of whatever nature. 

(h) Gross Revenue: ItGross revenue" is defined by 4 CMC 
§1103(k) and 52203.1 of these Regulations. 

(i) Gross Winninss: I1Gross Winningsvf means the total 
amount of money or the value of other property received from 
each gaming, lottery, raffle, or other gambling event, 
transaction, or other activity, less the amount of the wager, 
if any, (but no other cost or expense) which directly results 
in winnings. 

(j) Individual: Unless otherwise provided, a natural 
person, an estate (including a bankruptcy estate established 
under Title 11 of the United States Code), a trust, or a 
fiduciary acting for a natural person, trust, or estate. 

(k) Last Known Address: "Last Known Address" has the 
same meaning as that term is used within 56212 of the NMTIT. 

(1) Manufacturinq: The art of making raw material into 
a product suitable for use, sale, lease, or rental, and 
includes the technique and methods of converting finished 
merchandise into another product for use, sale, lease, or 
rental. 

(m) Northern Marianas Territorial Income Tax: mirrored 
tax provisions of the U.S. Internal Revenue Code applicable in 
the CNMI as provided in the Covenant and Chapter 7 of 4 CMC, 
Division 1 and as further detailed within 52206.2 of these 
Regulations. The Northern Marianas Territorial Income Tax is 
abbreviated as the NMTIT. 

(n) Person: means any individual, firm, corporation, 
company, joint venture, association, partnership, receiver, 
club, syndicate, cooperative association, or any other entity. 

(0) Property: any interest in real property, tangible 
personal property, or intangible personal property. 
Intangible personal property includes licenses, franchises, 
patents, trademarks, copyrights, stocks, bonds, or other 
commercial paper and partnership interests. 

COMMONWEALTH REGISTER VOLUME 17 NUMBER 04 APRIL 15, 1995 PAGE 13097 



(p) Raw Material: An article or merchandise that is 
changed in form or substance or combined with other article(s) 
in a manufacturing process to become a part of a finished 
product or to form a new product which is produced in a 
factory. 

(q) Rebate: For purposes of 4 CMC, Division 1, Chapter 
7, Itrebatell as defined by 4 CMC 51103 (s) includes only amounts 
of NMTIT actually paid. 

(r) Resident: For purposes other than the NMTIT and 
Chapter 7, means: 

(1) an individual who is domiciled in the 
Commonwealth; or 

(2) a business which is located, directed, or 
managed in the Commonwealth. 

(s) Secretary: The Secretary of the Department of 
Finance of the Commonwealth Government of the Northern ~ariana 
Islands. 

(t) Waqes and Salaries: "Wages and Salariesw means that 
defined by 52201.1 of these Regulations and 4 CMC §1103(z). 

(u) Wholesaler: any person engaged in the sale of 
tangible personal property to another for resale for direct or 
indirect economic benefit. 

(v) Yearly: a calendar year. 

Section 2 2 0 0 . 8 .  Reserved for Other ~efinitions 
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PART I1 - SECTION 2201, WAGES AND SALARY TAX 

Section 2201.1 Wases and Salaries. Pursuant to 4 CMC 51201, 
there is imposed on every employee a yearly tax on the employee's 
"Wages and Salariestt. Itwages and Salariesn is defined pursuant to 
4 CMC §1103(z) and subsection (a). 

(a) Inclusions. Except as provided in subsection (b), 
Itwages and Salariesw includes compensation for services 
derived from "sources within the Commonwealthw as determined 
by 82201.2 of these Regulations. Itwages and Salariesw 
includes, but is not limited to, payments received by an 
employee for any of the following: 

(1) annual leave; 

(2) sick leave; 

(3) administrative leave; 

(4) holiday work; and 

(5) any other types of compensatory leave. 

(b) Exclusions. Itwages and Salariest1 shall not include 
the following: 

(1) wages and salaries received from the United 
States by active members of the Armed Forces of the 
United States. This exception shall not include wages 
and salaries received from the United States by members 
of the Armed Forces of the United States in reserve 
status ; 

(2) reasonable per diem and travel allowances to 
the extent that they do not exceed any comparable 
Commonwealth Government rates; 

(3) rental value of a home furnished to any 
employee or a reasonable rental allowance paid to any 
employee to the extent the allowance is used by the 
employee to rent or provide a home; 

(4) any payment of medical or hospitalization 
expenses made by an employer or insurance company to or 
on behalf of an employee or insured; 

(5) payments made to or on behalf of an employee or 
to his beneficiary from a trust, annuity, or retirement 
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program ; 

(6) any payment in the form of a scholarship, 
fellowship, or stipend made to any employee while he is 
a full-time, bona fide student at an educational 
institution as defined by 5170 (b) (1) (A) (ii) of the NMTIT. 
Provided, however, that if the payment is made for 
services rendered, the student must receive college 
credit (s) for the performance of the services and the 
services must further the student's education, 
curriculum, or course of study; and 

(7) any benefit payment from the United States, 
Trust Territory, or Northern Marianas Social Security 
Administration. 

Section 2201.2 Sources within the Commonwealth. 

(a) In General. Except as provided in subsection (b), 
the determination of whether wages and salaries are derived 
from sources within the Commonwealth for purposes of the Wage 
and Salary Tax shall be made in accordance with 4 CMC 51103 (u) 
and the sourcing rules of the Northern Marianas Territorial 
Income Tax at 5861 et seq. 

(b) Employer Located Within and Without. The 
determination of source of income as it relates to wages and 
salaries shall be made in accordance with the following rules: 

(1) Em~lo~er Within. Wages and salaries paid to an 
employee from an employer residing within the 
Commonwealth are considered income from sources within 
the Commonwealth if: 

(A) the services are performed within the 
Commonwealth; or 

(B) the services are performed without the 
Commonwealth by a resident individual for an 
aggregate of no more than 90 days during the 
taxable year. 

Example No. 1 Mr. Sablan is employed by ABC 
Corporation, a CNMI corporation. Mr. Sablan 
lives on Saipan but travels to the state of 
California during the taxable year for a 
period of 75 days to perform research for his 
employer, ABC Corporation. After performing 
such services, Mr. Sablan returns to Saipan. 
For performing such services, Mr. Sablan 
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receives compensation in the amount of $3,000. 
The compensation received by Mr. Sablan in the 
amount of $3,000 is deemed income from sources 
within the Commonwealth. 

Example No. 2 Same facts as Example No. 1 
except that Mr. Sablan performs services for 
ABC Corporation in the state of California for 
a period of 95 days. The compensation 
received by Mr. Sablan in the amount of $3,000 
is not deemed income from sources within the 
Commonwealth. 

Example No. 3 Ms. Moore is employed by XYZ 
Corpor,ation, a CNMI corporation with offices 
located in the states of California and 
Arizona. Ms. Moore lives in the state of 
Arizona and performs services in the state of 
Arizona for the Arizona office of XYZ 
Corporation for a period of 60 days during the 
taxable year. After performing such services, 
Ms. Moore remains in the state of Arizona. 
For performance of such services, Ms. Moore 
receives compensation in the amount of $2,000. 
The compensation received by Ms. Moore is not 
deemed income from sources within the 
Commonwealth. 

(2) Employer Without. Wages and salaries paid to 
an employee from an employer residing outside the 
Commonwealth are not considered income from sources 
within the Commonwealth unless: 

(A) the services are performed within the 
Commonwealth; and 

(1) the services are performed by an 
employee temporarily present in the 
Commonwealth for a period or periods exceeding 
a total of 90 days; or 

(2) the aggregate compensation received 
by an employee for services performed in the 
Commonwealth exceeds $1,000. 

Example No. 1. Ms. Dorothy Mae, a secretary 
accompanied Mr. Jason Peter to Saipan on five 
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different occasions in 1990. Both Ms. Mae and Mr. 
Peter are employees of a food chain business in 
Hong Kong. Their trips to Saipan were all on 
business. Ms. Mae was in the CNMI for 45 days and 
received a salary of $750 for services performed 
within Saipan. Mr. Peter received $1,500 for the 
same period for services performed within Saipan. 

Ms. Mae's compensation is not considered 
income from sources within the Commonwealth for 
purposes of the Wage and Salary Tax because her 
employer does not reside in the Commonwealth, she 
is present in the CNMI for less than 90 days, and 
her salary is less than $1,000. She is not 
required to pay the Wage and Salary Tax on the 
compensation of $750 derived from services 
performed within the Commonwealth. However, Mr. 
Peter's compensation income is deemed income from 
sources within the Commonwealth because his salary 
exceeds the $1,000 limitation. Mr. Peter is 
required to pay the Wage and Salary Tax on the 
compensation of $1,500. 

Example No. 2. Mr. Carlos Anthony, an employee of 
a manufacturing company in New York, came to Saipan 
to gather data necessary to determine the 
feasibility of assembling toys in the Commonwealth 
for export. Mr. Anthony made several trips to the 
Commonwealth in 1990 and spent a total of 30 days 
on Saipan. His annual salary is $60,000. Mr. 
Anthony is considered to have income from sources 
within the Commonwealth in the amount of $5,000 
[i.e., (60,000) x (1/12) 1. Therefore, Mr. 
Anthony's income of $5,000 is deemed from sources 
within the Commonwealth and thus is subject to the 
Wage and Salary Tax. 

Section 2201.3. Withholdins -- Withholdins Tables. 

(a) In General. An employee who is paid or credited 
wages and salaries from an employer who does not have a place 
of business in the Commonwealth or an agent within the 
Commonwealth responsible for making the returns, withholdings, 
and payments of taxes on compensation under Chapter 2 of 4 
CMC, shall make quarterly withholding payments as provided by 
52201.3 (c) of these Regulations. In all other cases, 
employers are required to withhold the Wage and Salary Tax 
from their employeest wages and salaries pursuant to 
52201.3 (b) of these Regulations. 
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(b) CNMI Em~lovers. Employers who have a place of 
business in the Commonwealth or an agent within the 
Commonwealth responsible for making the returns, withholdings, 
and payments of taxes on compensation under Chapter 2 of 4 
CMC, are required to withhold the Wage and Salary Tax from 
their employees8 wages and salary based on the following 
withholding tables pursuant to the frequency of the payments: 

AMOUNT EARNED - WEEKLY 
FROM 
-0- 

19.25 
96.18 
134.64 
288.49 
423.10 
576.95 
769.25 
961.56 

TO 
19.24 
96.17 
134.63 
288.48 
423.09 
576.94 
769.24 
961.55 

AND OVER 

RATE 
-0- 

2.0% 
3.0% 
4.0% 
5.0% 
6.0% 
7.0% 
8.0% 
9.0% 

AMOUNT EARNED - BI-WEEKLY 
FROM 
-0- 

38.50 
192.35 
269.27 
576.97 
846.20 

1,153.89 
1,538.50 
1,923.12 

TO 
38.49 
192.34 
269.26 
576.96 
846.19 

1,153.88 
1,538.49 
1,923.11 
AND OVER 

AMOUNT EARNED - SEMI-MONTHLY 

RATE 
-0- 

2.0% 
3.0% 
4.0% 
5.0% 
6.0% 
7.0% 
8.0% 
9.0% 

FROM 
-0- 

41.71 
208.38 
291.71 
625.05 
916.71 

1,250.05 
1,666.71 
2,083.38 

208.37 
291.70 
625.04 
916.70 

1,250.04 
1,666.70 
2,083.37 
AND OVER 

RATE 
-0- 

2.0% 
3.0% 
4.0% 
5.0% 
6.0% 
7.0% 
8.0% 
9.0% 
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AMOUNT EARNED - MONTHLY 
FROM 
-0- 

83.42 
416.75 
583.42 

1,250.09 
1,833.42 
2,500.09 
3,333.42 
4,166.75 

TO RATE 
83.41 -0- 
416.74 2.0% 
583.41 3.0% 

1,250.08 4.0% 
1,833.41 5.0% 
2,500.08 6.0% 
3,333.41 7.0% 
4,166.74 8.0% 
AND OVER 9.0% 

(c) Non-CNMI Employers. Employees of employers who do 
not have a place of business in the Commonwealth or an agent 
within the Commonwealth responsible for making the returns, 
withholdings, and payments of taxes on compensation under 
Chapter 2 of 4 CMC, are required to pay the Wage and Salary 
Tax. 

(1) The Wage and Salary Tax shall be paid on a 
quarterly basis based on the following withholding 
tables: 

INCOME LEVEL - FIRST OUARTER 
FROM TO RATE 
-0- 250.00 -0- 

250.01 1,250.00 2.0% 
1,250.01 1,750.00 3.0% 
1,750.01 3,750.00 4.0% 
3,750.01 5,500.00 5.0% 
5,500.01 7,500.00 6.0% 
7,500.01 10,090.00 7.0% 
10,000.01 12,500.00 8.0% 
12,500.01 AND OVER 9.0% 
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INCOME LEVEL - SECOND OUARTER 
FROM 
-0- 

500.01 
21500.01 
3,500.01 
7,500.01 
11,000.01 
15,000.0~ 
20,000.01 
25,500.01 

TO RATE 
500.00 -0- 

2,500.00 2.0% 
3,500.00 3.0% 
7,500.00 4.0% 
11,000.00 5.0% 
15,000.00 6.0% 
20,000.00 7.0% 
25,500.00 8.0% 
AND OVER 9.0% 

INCOME LEVEL - THIRD OUARTER 
FROM TO RATE 
-0- 750.00 -0- 

750.01 3,750.00 2.0% 
3,750.01 5,250.00 3.0% 
5,250.01 11,250.00 4.0% 
11,250.01 16,500.00 5.0% 
16,500.01 22,500.00 6.0% 
22,500.01 30,000.00 7.0% 
30,000.01 37,500.00 8.0% 
37,500.01 AND OVER 9.0% 

INCOME LEVEL - FOURTH QUARTER 

FROM TO RATE 
-0- 1,000.00 -0- 

1,000.01 5,000.00 2.0% 
5,000.01 7,000.00 3.0% 
7,000.01 15,000.00 4.0% 
15 , 000.01 22,000.00 5.0% 
22,000.01 30,000.00 6.0% 
30,000.01 40,000.00 7.0% 
40,000.01 50,000.00 8.0% 
50,000.01 AND OVER 9.0% 

(2) Employees who perform services during the 
taxable year, both as an employee receiving salary 
and wages subject to withholding pursuant to 4 CMC 
§1804(e) and as an individual receiving 
compensation not subject to withholding tax 
pursuant to 4 CMC 51804(e) are required to pay the 
Wage and Salary tax not so withheld. An individual 
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subject to withholding under 4 CMC 51804(e) must 
file quarterly returns during the period his/her 
wages are not subject to withholding taxes pursuant 
to the tables established in this subsection. The 
combined wages and salary earned both as an 
employee subject to withholding tax and as an 
individual not subject to withholding tax must be 
reported on the Employee's Annual Wage and Salary 
Tax Return as provided in 52201.9 of these 
Regulations. Forms W-2 and W-2CM must be attached 
to the tax return. The provisions of this 
paragraph shall not apply beginning with taxable 
period after December 31, 1984, to employees paying 
estimated tax on income not subject to withholding, 
provided that the tax required under 4 CMC 51804 (e) 
is included in such estimated tax payment. 

Section 2201.4 Withholdina -- Coordination with NMTIT 
Tentative Credit 

(a) In General. Pursuant to and as provided by 4 CMC 
51205, there will be allowed as a non-refundable credit 
against the tax imposed on wages and salaries any NMTIT paid 
on the same item of income subject to the Wage and Salary Tax. 
The amount of the non-refundable credit shall be the lesser 
of: 

(1) the amount of the NMTIT withheld or paid with 
respect to such wages and salaries for which a rebate is 
allowable under law; or 

(2) the Wage and Salary Tax shown on the applicable 
tax return. For purposes of the tentative non-refundable 
credit, the Wage and Salary Tax shown on the applicable 
tax return shall mean the amount of the Wage and Salary 
Tax required to be withheld or paid. 

(b) Withholdins by Em~loyers. In order for 4 CMC 51205 
to apply at the time withholdings are deducted and remitted by 
an employer, the items of income subject to the NMTIT and the 
Wage and Salary Tax must be taxable and/or that withholding 
must be required at the time the NMTIT and Wage and Salary Tax 
was withheld or paid. 
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This subsection may be illustrated by the following examples: 

Examle No. 1 ABC Company Withholding Tax 

Emlovee Name 

Employee A 
Employee B 
Employee C 

Gross CH 7 Tax 
Ui thheld 

Totals 81,500.00 8115.00 

Amount t o  Remit N/A 8115.00 

Note: Figures are f o r  i l l u s t r a t i v e  purposes only  

Examde No. 2 XYZ Company Withholding Tax 

Employee Name 

Employee A 
Employee B 
Employee C 

Gross CH 7 Tax 
Ui thheld 

Tota ls  82,300.00 8215.00 

Amount t o  Remit N/A 8215.00 

CH 2 Tax CH 2 Tax 
Comwted Tentat ive Credi t  

8 40.00 . 8 40.00 
40.00 25.00 
30.00 30.00 

8115.00 8 95.00 

N/A N/A 

CH 2 Tax CH 2 Tax 
Computed Tentat ive Credi t  

8 75.00 8 75.00 
80.00 75.00 
40.00 40.00 

8195.00 8190.00 

N/A N/A 

CH 2 Tax 
U i  thheld 

8 0.00 
15.00 
0.00 

8 15.00 

$ 15.00 

CH 2 Tax 
Withheld 

8 0.00 
5.00 
0.00 

8 5.00 

8 5.00 

Note: Figures are f o r  i l l u s t r a t i v e  purposes only  

In Example No. 2 above, for employee A, the actual tax 
withheld under Chapter 2 of $-0- was the result of the 
Chapter 7 (NMTIT) tax applied as a tentative non- 
refundable credit against the computed Chapter 2 tax of 
$75.00. The amount of the tentative non-refundable 
credit is the lesser of the amount of the Chapter 2 tax 
computed and the Chapter 7 tax withheld. As the amount 
of the Chapter 2 tax computed of $75.00 is less than the 
amount of the Chapter 2 tax withheld in the amount of 
$100.00, the amount of the tentative non-refundable 
credit is $75.00. 

Employee A's combined withholding tax is $100.00 ($-0- 
for Wage and Salary Tax and $100.00 for NMTIT), which in 
effect equals the greater amount of Chapters 2 or 7 
(NMTIT). XYZ Company shall deduct the $100.00 from A's 
payroll check and classify as indicated above. Allowing 
the tentative non-refundable credit, in effect, relieves 
Employee A of any Wage and Salary Tax withholding imposed 
on wages and salaries received to the extent of any 
tentative non-refundable credit which arises from the 
same taxable period. 
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(c) Pavment bv Em~lovees. In order for 4 CMC §I205 to 
apply at the time employees who are required to pay the Wage 
and Salary Tax under 4 CMC 51804 (e) , the items of income 
subject to the NMTIT and the Wage and Salary Tax must be 
taxable and/or that Chapter 2 payment must be required at the 
time the NMTIT estimated tax payment was made. This 
subsection may be illustrated by the following example: 

Exanple No. 1 
Employee 

Gross CH 7 Estimated CH 2 Tax CH 2 Tax CH 2 Tax Total 
Emloyee Name Tax Paid Com~lted Tentative Credit  Paid t o  Rerni t 

Employee A $ 800.00 8100.00 S 75.00 S 75.00 S 0.00 8100.00 
Employee B 1,000.00 75.00 80.00 75.00 5.00 $ 80.00 
Employee C 500.00 40.00 40.00 40.00 0.00 S 40.00 

Note: Figures are for  i l l u s t r a t i v e  purposes only 

In Example No. 1 above, for Employee B, the actual tax 
paid under Chapter 2 of $5.00 was the result of the 
Chapter 7 (NMTIT) estimated tax payment applied as a 
tentative non-refundable credit against the computed 
Chapter 2 tax of $80.00. The amount of the tentative 
non-refundable credit is the lesser of the amount of the 
Chapter 2 tax computed and the Chapter 7 estimated tax 
payment. As the amount of the Chapter 2 tax computed of 
$80.00 is greater than the amount of the Chapter 7 
estimated tax payment in the amount of $75,00, the amount 
of the tentative non-refundable credit is limited to the 
amount of $75.00. 

Employee B's combined Chapter 2 and Chapter 7 liability 
is $80.00 ($5.00 for Wage and Salary Tax and $75.00 for 
NMTIT), which in effect equals the greater amount of 
Chapters 2 or 7 (NMTIT). Employee B shall pay the $80.00 
and classify as indicated above. Allowing the tentative 
non-refundable credit, in effect, relieves Employee B of 
paying $75.00 of the Wage and Salary Tax imposed on wages 
and salaries received to the extent of any tentative non- 
refundable credit which arises from the same taxable 
period. 

(d) Tentative Credit v. Full Credit. The tentative 
credits allowable under subsections (b) and (c) shall be 
allowed as a credit against the Wage and Salary Tax upon the 
filing of the required annual returns under the Wage and 
Salary Tax and the NMTIT. 

Section 2201.5. Waqe and Salary Tax Withholdinq -- Time 
For Tax Payment 
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(a) Employer. Every employer required to withhold tax 
on compensation under Chapter 2 and/or Chapter 7 of 4 CMC must 
make a deposit of the taxes withheld as provided for under 
(I), (2) and (3) below. These deposits shall be made to the 
Division of Revenue and Taxation on Saipan or the Tinian and 
Rota District Offices. Payment Deposit Form 500-WH shall be 
used when paying taxes for both 4 CMC Chapter 2 (Wages and 
Salary Tax) and 4 CMC Chapter 7 (NMTIT). 

(1) If the cumulative amount of Chapter 2 and 
Chapter 7 tax actually withheld equals or exceeds 
$3,000.00, the withholding tax shall be deposited within 
3 working days after the accumulated amount reaches 
$3,000.00 or more. However, if the $3,000.00 in 
cumulative withholding taxes were met as a result of 
overlapping into the first month of the succeeding 
quarter, a separate deposit Form 500-WH must be made 
which segregates taxes withheld up to the end of the last 
month of the quarter. The balance of the withheld taxes 
must be deposited at the same time and shall be credited 
to the succeeding quarter's return. 

Example No. 1: Taxpayer P has 150 employees, each 
of whom has $20.00 in withholding taxes on a 
biweekly payroll period. Thus, for each payroll 
period, the total withholding tax of Taxpayer P is 
equal to $3,000. 

Payroll Period Withholdins Amount 

Month #1, Payroll Period #1 $3,000.00 
Month #I, Payroll Period #2 $3,000.00 

Month #2, Payroll period #1 $3,000.00 
Month #2, Payroll period #2 $3,000.00 

Month #3, Payroll period #1 $3,000.00 
Month #3, Payroll period #2 $3,000.00 

Since the withholding tax in the first payroll 
period equals $3,000.00, Taxpayer P must make a 
deposit within 3 working days after the first 
payday and 3 working days after each payday for all 
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subsequent paydays. 

(2) If the cumulative amount of Chapter 2 and 
Chapter 7 tax actually withheld is less than $3,000.00 
but at least $500.00 at the end of any given month, the 
withholding taxes must be deposited within fifteen days 
after the end of the month in which the taxes were 
withheld. The deposits for the first and second months 
of the quarter shall be made on or before the fifteenth 
day after the end of the month in which the taxes were 
withheld. The deposit for the third month may be paid 
with Form 0s-3705, Employers Quarterly Tax Return, as 
provided in §2201.6(a) of these Regulations and on or 
before the due date of the quarterly returns as specified 
in §2201.6(a) of these Regulations. 

Example No. 2: Taxpayer Q has 10 employees, each 
of whom has $50.00 in withholding taxes for each 
month of the first quarter. Thus, for each payroll 
period, the total withholding tax of Taxpayer Q is 
equal to $500.00. 

Pavroll Period Withholdins Amount 

January 
February 
March 

Since the monthly withholding in each month equals 
$500.00, Taxpayer Q must make a monthly deposit. 
The deposit for the first calendar month, January, 
must be made in the amount of $500.00 on or before 
February 15. The deposit for the second calendar 
month, February, must be made in the amount of 
$500.00 on or before March 15. The deposit for the 
third calendar month, March, may be paid with Form 
08-3705 on or before April 30. 

Example No. 3: Taxpayer R has 5 employees, each of 
whom has $20.00 in withholding taxes in the first 
calendar month of the quarter. Thus, for the first 
calendar month, the total withholding tax of 
Taxpayer R is equal to $100.00. In the second 
month of the quarter Taxpayer R hires 20 additional 
employees, each of whom has $20.00 in withholding 
taxes. Thus, for the second calendar month, the 
total withholding tax of Taxpayer R is equal to 
$500.00. 
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Payroll Period 

January 
February 
March 

Withholdins Amount 

Taxpayer R does not have to make a deposit on or 
before February 15 for withholding tax in January 
since the withholding tax is less than $500.00. 
However, Taxpayer R must make a deposit in the 
amount of $600.00 for withholding for the first and 
second months on or before March 15. The deposit 
for the third calendar month, March, may be paid 
with Form 0s-3705 on or before April 30. 

(3) If the cumulative amount of Chapter 2 and 
Chapter 7 tax actually withheld is less than $500.00 at 
the end of any calendar month, the employer is not 
required to make a monthly deposit. Instead, the 
employer must pay the taxes with Form 0s-3705, Employers 
Quarterly Tax Return, on or before the due dates of this 
return as provided in 82201.6(a) of these Regulations. 

Example No. 4: Taxpayer S has 15 employees, each 
of whom has $10.00 in withholding taxes. Thus, for 
each calendar month, the total withholding tax of 
Taxpayer S is equal to $150.00. 

Payroll Period Withholdins Amount 

Month #1 
Month #2 
Month # 3  

Taxpayer S does not have to make monthly deposits 
since the monthly withholding is less than $500.00. 
Instead, Taxpayer S must pay the taxes with Form 
05-3705, Employers Quarterly Tax Return, on or 
before the due dates of this return as provided in 
§2201.6(a) of these Regulations. 

(b) Employee. An employee required under 4 CMC 51804 (e) 
to pay the Wage and Salary Tax himself or herself, must make 
such deposits at the Division of Revenue and Taxation in 
Saipan or at the Tinian and Rota District Offices. Payment 
Deposit Form 500-ES shall be used when paying taxes for both 
4 CMC Chapter 2 (Wages and Salary Tax) and 4 CMC Chapter 7 
(NMTIT) . 
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Section 2201.6. Quarterly Withholdincr Return, Form OS- 
3 7 0 5 .  

(a) Em~lover. Every employer required to deduct and 
withhold any Chapter 2 Wage and Salary Tax and/or Chapter 7 
NMTIT shall on or before the last day of the month following 
the close of each quarter make a full and correct return 
showing all wages and salaries paid by the employer during the 
preceding quarter and showing the tax due and withheld 
thereon. Form 03-3705 is the return used to report the 
employee's wages and salaries by the employer and amount of 
tax withheld. It requires the employee's U.S. Social Security 
number, employee's name, taxable wages, tax withheld for each 
employee, and all other information required on the form 
prescribed by the Secretary. Form 0s-3705A is the 
continuation sheet for Form 08-3705. Form 08-3705 shall be 
filed on or before the last day of the date specified below: 

Quarter Due Date 

FIRST QUARTER APRIL 30 
SECOND QUARTER JULY 31 
THIRD QUARTER OCTOBER 31 
FOURTH QUARTER JANUARY 31 

(b) Employee. An employee required under 4 CMC 5 1804 (e) 
to pay the Wage and Salary Tax himself or herself is not 
required to file a quarterly withholding return. Instead, the 
filing of the Payment Deposit Form 500-ES as provided in 
§2201.5(b) of these Regulations fulfills the employee's filing 
requirements. Payments and Form 500-ES shall be made and 
filed on a quarterly basis on or before the last day of the 
date specified below: 

Quarter Due Date 

FIRST QUARTER APRIL 30 
SECOND QUARTER JULY 31 
THIRD QUARTER OCTOBER 31 
FOURTH QUARTER JANUARY 31 

(c) Ap~licability of NMTIT Returns. Quarterly 
withholding returns required to be filed under the NMTIT, 
e.g., Form 941, are satisfied upon the filing of the quarterly 
withholding returns under this section. 

Section 2201.7 Annual Waqe and Tax Statement Every employer 
paying wages and salaries subject to Chapter 2 Wage and Salary Tax 
and/or Chapter 7 NMTIT shall furnish to each employee and file a 
copy with the Division of Revenue and  axa at ion on or before January 
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31 of the succeeding year a written statement showing the wages or 
salaries paid by the employer to each employee and the amount of 
the tax deducted and withheld or paid, if any, with respect to such 
compensation. The statement which satisfies this requirement is 
Form W-2CM required to be issued and filed under the NMTIT. 

Tax - 
Section 2201.8. Annual Reconciliationof Emvlover's Income 
Ouarterly Withholding. 

(a) Em~lo~er Return. Every employer required to deduct 
and withhold any Chapter 2 Wage and Salary Tax and/or Chapter 
7 NMTIT shall file a Form 0s-3710 "Annual Reconciliation of 
Employers Income Tax Quarterly Withholdingt1 on or before 
January 31 after the close of the taxable year with the 
Division of Revenue and Taxation. Copy A of Form W-2CM, Wage 
and Tax Statement, is required to be attached to Form 0s-3710. 
Form 0s-3710 replaces IRS Form W-3, Transmittal of Wage and 
Tax Statements. 

(b) Emplovee Return. Every employee who is required 
under 4 CMC §1804(e) to pay- and remit Chapter 2 Wage and 
Salary Tax on a quarterly basis is required to file an annual 
reconciliation return. However, such requirement is met by 
filing an Employee's Annual Wage and Salary Tax Return as 
provided in 82201.9 of these Regulations. 

Section 2201.9. Emvlo~ee's Annual Waqe and Salary Tax 
Return. 

(a) Reauirement. Except as provided in subsection (b) 
and unless as provided otherwise, every employee subject to 
tax under 4 CMC 51201 is required to file an I1Employee's 
Annual Wage and Salary Tax Return,I1 Form 1040NM1, on or before 
April 15, after the end of the taxable year. Any additional 
tax due is payable upon the filing of this return. Any tax 
determined to be overwithheld or overpaid will be refunded 
without the necessity of filing an application for refund. 
Copy 2 of Form W-2 or W-2CM must be attached to Form 1040NMI. 
No refund will be made without the Wage and Tax Statement 
attached. 

(b) Exception. An employee required to file an income 
tax return, Form 1040A-CM or Form 1040CM, for the taxable year 
need not file a 1040NMI return. Instead, such 1040NMI return 
is satisfied by filing with the CNMI Government a Form 1040A- 
CM or Form 1040CM covering the same taxable period. 

(c) Extension. Taxpayers who have requested an 
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automatic 4-month extension of time to file an annual 
individual income tax return for the same taxable year, are 
automatically granted the same amount of extension of time to 
file their Form 1040NMI; provided, however, that the taxpayer 
properly estimates his or her Wage and Salary Tax due 
(calculated after the 4 CMC 51205 non-refundable credit) and 
pays such on or before ~pril 15 of the year succeeding the 
taxable year to which the return relates. 

Section 2201.10. E f f e c t i v e  D a t e .  Withholding taxes to be 
deducted and remitted by an employer pursuant to 4 CMC 51804 shall 
be calculated based on wages and salaries paid commencing on the 
first day of each employer's first payroll period beginning after 
December 31 to the last day of each taxable year. Employers shall 
not change their customary payroll periods if such change would 
result in the postponement of the effective date on which to 
commence withholding the tax on wages and salaries. 
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PART I11 - SECTION 2202, EARNINGS TAX 

Section 2202.1 Earninas. 

(a) In General. Pursuant to 4 CMC 51202, there is 
imposed on every person a yearly tax on such person's total 
earnings. Except as provided in 52202.1(c) of these 
Regulations and 52202.1 (b) (5) , ItEarningst1 means those items 
identified in 4 CMC §1202(b) and 52202.1(b) of these 
Regulations that are not derived in the course of carrying on 
a business as defined by 4 CMC 51103 (c) and 52200.7(a) of 
these Regulations. Items that are derived in the course of 
carrying on a business are subject to the Gross Revenue Tax, 
as appropriate and applicable, imposed at 4 CMC Chapter 3. 

(b) Earninas. "Earningstt means the following items, 
unless otherwise provided, that are not derived in the course 
of carrying on a business as defined by 4 CMC 51103(c) and 
52200.7(a) of these Regulations: 

(1) a gain as determined under §I001 of the NMTIT 
received from the sale of personal property, tangible or 
intangible, by a resident. For purposes of this 
provision, the basis of such personal property may be 
determined under 4 CMC 5 1703 (c) subject to the provisions 
of 4 CMC 51703 and these Regulations; 

(2) one-half of the gain as determined under 51001 
of the NMTIT received from the sale of real property 
located in the Commonwealth. For purposes of this 
provision, the basis of such real property may be 
determined under 4 CMC 51703 (c) subject to the provisions 
of 4 CMC 51703 and these Regulations; 

(3) one-half of the net income received from 
leasing real property located in the Commonwealth, 
including the assignment of any lease. For purposes of 
this provision, Itnet income from leasing real property 
including the assignment of any leasew means the income 
less expenses from the rental of real property. The 
expenses allowed as deductions in calculating the net 
leasing income are only those allowable under the NMTIT; 

(4) interest, dividends, rents, royalties, or 
similar income earned in and derived from a person in the 
Commonwealth and received by a resident. However, 
tlrentsN shall not be subject to the earnings tax to any 
extent under this provision or 4 CMC 51202 (b) (4) if such 
rents are taxed under 4 CMC 51202 (b) (3) or 52202.1 (b) (3) 
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of these Regulations as income received from leasing or 
the assignment of any lease of real property located in 
the Commonwealth; 

(5) gross winnings as defined by 52200.7(i) of 
these Regulations from any gaming, lottery, raffle, or 
other gambling activity in the Commonwealth whether 
derived in the course of carrying on a business or not 
derived in the course of carrying on a business. Gross 
winnings subject to the earnings tax shall not include 
those exempt from the earnings tax by 52202.1 (c) (9) of 
these Regulations; 

(6) Except as provided in 4 CMC 51202(b) (6) (A) - 
(D) and §2202.1(c) of these Regulations, all other types 
of income that a resident individual must report in 
determining his NMTIT. I1Earningsn for purposes of 4 CMC 
51202 (b) (6) and this provision (6) includes but is not 
limited to the following items of income that must be 
reported in determining the NMTIT: 

(A) that portion of the distributive share of 
income .or gain of a partnership as provided in the 
NMTIT that is derived from the conduct of a 
business in the Commonwealth to a partner who is a 
resident individual [see Example No. 1 at 
§2203.l(b)(4) and Example No. 1 at §2203.1(~)(9)]; 
and 

(B) that portion of the pro rata share of the 
income of an S Corporation as defined in the NMTIT 
from the conduct of a business in the Commonwealth 
allocated to a resident shareholder of the 
corporation as provided in the NMTIT. 

(c) "Earningsn does not include the following items: 

(1) income which is subject to the Wage and Salary 
Tax of 4 CMC 51201; 

(2) wages and salaries received from the United 
States by active members of the Armed Forces of the 
United States; 

(3) Reasonable per diem and travel allowances to 
the extent that they do not exceed any comparable 
Commonwealth Government rates; 
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(4) Rental value of a home furnished to any 
employee or a reasonable rental allowance paid to any 
employee to the extent the allowance is used by the 
employee to rent or provide a home; 

(5) Any payment of medical or hospitalization 
expenses made by an employer or insurance company to or 
on behalf of an employee or insured; 

(6) Payments made to or on behalf of an employee or 
to his beneficiary to or from a trust, annuity, or 
retirement program. However, contributions made by an 
employer on behalf of an employee to a qualified plan as 
provided in the NMTIT which exceed that allowed as 
elective deferred compensation under the NMTIT shall not 
be excluded from the earnings tax. 

(7) any payment in the form of a scholarship, 
fellowship, grant, stipend, or the like made to any 
student while he is a full-time, bona fide student at an 
educational institution as defined by 5170(b)(l)(A)(ii) 
of the NMTIT: provided, however, that if the payment is 
made for services rendered, the student must receive 
college credit(s) for the performance of the services and 
the services must further the student's education, 
curriculum, or course of study. 

(8) Any benefit payment from the United States, 
Trust Territorial, or Northern Marianas Social Security 
Administration. 

(9) jackpot winnings subject to the Gaming Machine 
Jackpot Tax of 4 CMC 51505. Any jackpot winnings that 
are not subject to the Gaming Machine Jackpot Tax are, 
however, subject to the earnings tax as otherwise 
provided. 

Example No. 1: In 1995, taxpayer A wins 
$1,000 from playing a poker machine. The 
Gaming Machine Jackpot Tax applicable to A is 
$100. Since the entire amount of jackpot 
winnings earned by A is subject to the Gaming 
Machine Jackpot Tax, A is not subject to the 
Earnings Tax on this $1,000. 

Example No. 2: In 1995, taxpayer B wins $500 
from playing a poker machine. The Gaming 
Machine Jackpot Tax is not applicable to A. 
Therefore, A is subject to the Earnings Tax on 
this $500. 
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(10) earnings derived by a person granted tax- 
exempt status by the Division of Revenue and Taxation as 
an organization exempt under NMTIT 5 5501 (c) (3) , 
501 (c) (4) , 501 (c) (5) , 501 (c) (6) , 501 (c) (8) , or 501 (c) (10) 
to the extent allowed under 4 CMC 51203(a) provided the 
person is in compliance with Part V of these Regulations; 
and 

(11) De Minimis. Earnings which combined with all 
other earnings for a taxable year of a person do not 
exceed $1,000 in total for a complete taxable year. 

(d) In no instance shall an item of earnings be subject 
to taxation under the Earnings Tax more than once. For 
example, items subject to the Earnings Tax under 4 CMC 
§1202(b)(l) - (5) shall not be again subject to the Earnings 
Tax under 4 CMC 51202(b) (6). 

Section 2202 .2  Reserved.  

Section 2 2 0 2 . 3  Reserved.  

Section 2202.4  NMTIT C r e d i t  

(a) In General. Pursuant to and as provided by 4 CMC 
51205, there will be allowed as a non-refundable credit 
against the tax imposed on earnings any NMTIT paid on the same 
item of income subject to the Earnings Tax. The amount of the 
non-refundable credit shall be the lesser of: 

(1) the amount of the NMTIT withheld or paid with 
respect to such earnings for which a rebate is allowable 
under law; or 

(2) the Earnings Tax shown on the applicable tax 
return. For purposes of the non-refundable credit, the 
Earnings Tax shown on the applicable tax return shall 
mean the amount of the Earnings Tax required to be paid. 
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Examle No. 1: I n  1995, Taxpayer A has 8100,000 o f  earnings subject t o  the Earnings Tax and 
the  NMTIT. For t h i s  taxable year, Taxpayer A has no other income, w i l l  f i l e  a j o i n t  return, 
and w i l l  c la im two (2) personal exemptions. At  the close o f  the taxable year, Taxpayer A 
prepares h i s  Form 1040CM and determines the fol lowing: 

GROSS INCOHE/EARNINGS 
LESS: PERSONAL EXEMPTIONS 
LESS: STANDARD DEDUCTION 
TAXABLE INCOHE/EARNINGS 
CALCULATED TAX 
LESS: NONREFUNDABLE CREDIT 
BALANCE AFTER NON-REFUNDABLE 

CREDIT 
TAX UNDERPAYMENT/(OVERPAYMENT 
REBATE BASE: 

TAX IMPOSED: $19,983.00 
LESS CREDIT: ~9.000.00) 
REBATE BASE: 10,983.00 

AMOUNT OF REBATE: 

Earnings Tax 

8100,000.00 
N/A 
N/A 

100,000.00 
9,000.00 

(9,000.00) 

-0- 
-0- 

**Note: Figures are f o r  i l l u s t r a t i v e  purposes only  

I n  t h i s  case, Taxpayer A i s  required t o  pay the underpayment i n  the amount o f  $19,983.00 f o r  NMTIT. 
Taxpayer A w i l l  then be e n t i t l e d  t o  a rebate i n  the amount o f  86,191.50. 

(b) Deduction v. Credit. In lieu of taking the NMTIT as 
non-refundable credit against the Earnings Tax, a person may 
elect to treat the Earnings Tax as a deduction allowed under 
the NMTIT to the extent allowable under the NMTIT. 

Section 2202.5 Payment The earnings tax is due and payable on 
or before April 15 after the end of the year during which the 
earnings were received or accrued. The tax is payable upon the 
filing of the Annual Earnings Tax Return as provided in 52202.6 of 
these Regulations. 

Section 2202.6 Reportinq Requirements 

(a) Resuirement. Except as provided in 52202.6 (b) , 
every person subject to the Earnings Tax of 4 CMC 51202 is 
required to file an "Annual Earnings Tax Returnw, Form 1040- 
ET, on or before April 15 after the end of the year during 
which the earnings were received or accrued. Appropriate 
copies of Forms 1099 and any other necessary forms (e.g., Form 
W-2CM or W-2 for excess deferred compensation) must be 
attached to Form 1040-ET. 

(b) Exception. Any person required to file an income 
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tax return, Form 1040A-CM or Form 1040CM, for the taxable year 
need not file an Annual Earnings Tax Return, Form 1040-ET. 
Such Form 1040-ET is satisfied by the filing of a Form 1040A- 
CM or Form 1040CM covering the same taxable period. 

(c) Extension. Taxpayers who have requested an 
automatic 4-month extension of time to file an annual 
individual income tax return for the same taxable year, are 
automatically granted the same amount of extension of time to 
file their Form 1040-ET; provided, however, that the taxpayer 
properly estimates his or her Earnings Tax due (calculated 
after the 4 CMC 51205 non-refundable credit) and pays such on 
or before April 15 of the year succeeding the taxable year to 
which the return relates. 

Section 2202.7 Calculation of Wage and Salary Tax and Earninqs 
Tax The amount of tax imposed under the Wage and Salary Tax of 4 
CMC 51201 and the Earnings Tax of 4 CMC 51202 are determined in 
accordance with the schedule provided in 4 CMC 51204. The Wage and 
Salary Tax and the Earnings Tax are, however, separate and distinct 
taxes and therefore are computed separately. Thus, items of income 
subject to the Wage and Salary Tax are not accumulated with items 
of income subject to the Earnings Tax to be taxed at the rate 
imposed under 4 CMC 51204. 

Example No. 1 In 1995, Taxpayer A receives wages and salaries 
in the amount of $30,000 and earnings in the amount of $2,000. 
Taxpayer A will pay a total of $1,840 in Earnings and Wage and 
Salary Tax: $1,800 of Wage and Salary Tax (i.e. $30,000 at 
6%) and $40 of Earnings Tax (i.e., $2,000 at 2%). Taxpayer A 
will not pay $2,240 as Wage and Salary and ~arnings Tax for 
1995 (i.e., $32,000 at 7%) . 
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Part IV - SECTION 2203, GROSS REVENUE TAX 

section 2203 .1  Gross R e v e n u e .  

(a)  In General. Pursuant to 4 CMC Chapter 3, there is 
imposed on every person a yearly tax on such person's total 
gross revenues. Except as provided in §2203.l(c) of these 
Regulations, Ingross revenuesnt means those items identified in 
4 CMC 91103 (k) and 82203.1(b) of these Regulations that are 
derived in the course of carrying on a business as defined by 
4 CMC §1103(c) and 52200.7(a) of these Regulations. Items 
that are not derived in the course of carrying on a business 
are subject to the Earnings Tax or the Wage and Salary Tax, as 
appropriate and applicable, imposed at 4 CMC 81202 or 4 CMC 
81201, respectively. 

(b) Gross Revenue. "Gross revenuen includes the 
following items that are derived in the course of carrying on 
a business as defined by 4 CMC 81103(c) and 52200.7(a) of 
these Regulations: 

(1) the total amount of money or the value of other 
consideration, without deduction for any expenses, 
received from: 

(A) selling or leasing, including the 
assignment of any lease, real property located in 
the Commonwealth; 

(B) selling or leasing any ItCNMI real 
property interestn1 as defined by 82200.7(c) of 
these Regulations; 

(C) selling personal property, tangible or 
intangible, in the Commonwealth; 

(D) leasing personal property, including the 
assignment of any lease, located in the 
Commonwealth; 

(E) performing services in the Commonwealth; 

(2) the total amount of money or the value of other 
consideration, received as interest, dividends, 
royalties, or similar income earned in and derived from 
a person in the Commonwealth, without deduction for any 
expenses ; 

(3) gross revenues of a partnership; 
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Example. Partnership ABCD has interest income 
from a savings account in the amount of $200, 
amount realized from the sale of personal 
property in the amount of $1,000, and gross 
revenues derived from the performance of legal 
services in the amount of $10,000 all of which 
are deemed sourced within the CNMI. 
Partnership ABCD must report the entire 
$11,200 as gross revenues and pay the Gross 
Revenue Tax due thereon. 

( 4 )  that portion of the distributive share of 
income or gain of a partnership, as provided in the 
NMTIT, that is derived from the conduct of a business in 
the Commonwealth to a partner who is not an individual. 

Example No. 1 Partnership WXYZ is comprised of 
Partner W, Partner X, Partner Y, and Partner Z each 
having an equal interest in the partnership. 
Partner W and Partner X are resident individuals of 
the Commonwealth, and Partner Y and Partner Z are 
domestic corporations. During the taxable year, 
Partnership WXYZ has gross revenues in the amount 
of $1,000,000 and net income in the amount of 
$200,000; each partnerts distributive share of 
income from Partnership WXYZ determined under the 
NMTIT is $25,000. 

The partnership must report and pay the Gross 
Revenue Tax on the entire $1,000,000. Partner W 
and Partner X must report and pay the Earnings Tax, 
but not the Gross Revenue Tax, on each partner's 
distributive share of the income, i.e., $25,000 
per partner. Partner Y and Partner Z must report 
and pay the Gross Revenue Tax on each partner's 
distributive share of gross revenues, i.e., 
$250,000 per partner. 

(5) I1gross revenuesn of a corporation, including a 
Subchapter S Corporation as defined by the NMTIT; 

(6) "gross revenuesn of a sole proprietorship or 
independent contractor; 

( 7 )  the total revenue received or accrued, 
whichever is earlier, and without deduction for any 
expenses, by a person who by ocean-going vessel delivers 
property or transports individuals in or out of the 
Commonwealth. The gross revenue included by this 
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paragraph shall be no more than the amount which bears a 
reasonable relationship to the activity performed by the 
person in the Commonwealth; 

(8) for inventory property, the amount of money or 
other consideration received by a resident as insurance 
proceeds for fire or other casualty, theft, embezzlement, 
and the like of such property; and 

(9 )  for all property other than inventory property, 
the amount of money or other consideration received by a 
resident as insurance proceeds for fire or other 
casualty, theft, embezzlement, and the like of such 
property to the extent the amount of money or other 
consideration received exceeds the adjusted basis of such 
property. 

(c) Exclusions. "Gross revenue" shall not include the 
following items: 

(1) wages and salaries subject to the Wage and 
Salary Tax imposed by 4 CMC 51201; 

(2) gross revenues derived solely from the export 
sales of goods, resources, food, fish, or agricultural 
products produced or manufactured in the Commonwealth and 
delivered by the manufacturer or producer to the buyer 
outside the Commonwealth. However, a quarterly tax 
return must be filed regardless if no tax is due and a 
statement verifying the amount and destination covered by 
the exemption; 

( 3 )  gross revenues derived from the sale of diesel 
fuel for use in any vesselts commercial operations that 
are primarily outside the territorial waters of the 
Commonwealth; 

(4) gross revenues earned by a Foreign Sales 
Corporation, as defined by 4 CMC 51601 et seq, from its 
operations; 

(5) gross revenues earned by off-shore banking 
corporations as defined by 4 CMC 81103(p); 

(6) gross revenues earned by a person granted tax- 
exempt status by the Division of Revenue and Taxation as 
an organization exempt under NMTIT 5 1501 (c) (3) , 
501(c) (41, 501(c) (5) , 501(c) (6) I 501(c) (8) 1 501(c) (10) , 

/ - 527 or a qualified plan under NMTIT §401(a) to the extent 
allowed under 4 CMC §1305(g) provided the person is in 
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compliance with Part V of these Regulations; 

(7) refunds and cash discounts allowed and taken; 

(8) money received and held in a fiduciary 
capacity; 

Example No. 1: Mr. Z owns a hotel. The price of a 
room per night is $75.00 which does not include the 
4 CMC 51502 Hotel Occupancy Tax in the amount of 
$7.50. Mr. Z would report only the $75.00 as gross 
revenue and would exclude the amount of the Hotel 
Occupancy Tax collected in the amount of $7.50 from 
the Gross Revenue Tax. 

Example No. 2: Mr. X owns a grocery store and 
sells an item to a customer for $50.00. Mr. X 
would report gross revenues in the amount of 
$50.00. In this case, the Gross Revenue Tax is 
imposed upon the sales price of the goods collected 
from the purchaser even if the Gross Revenue Tax 
imposed on the sale is included within the sales 
price. 

Example No. 3: the trustee of a bankruptcy estate 
established under Title 11 of the United States 
Code holds property on behalf of the estate in the 
amount of $100,000 to be distributed to creditors 
pursuant to Title 11. The bankruptcy estate earned 
no income or gross revenues. Neither the 
bankruptcy estate nor the bankruptcy trustee is 
required to report any of the $100,000 as gross 
revenue as this amount was held by the estate and 
the trustee in a fiduciary capacity only. 

Example No. 4 : Same facts as Example No. 3 above 
except that the bankruptcy estate receives gross 
revenues in the amount of $20,000. The bankruptcy 
estate is required to report the $20,000 as gross 
revenue. 

(9) that portion of the distributive share of 
income or gain of a partnership as provided in the NMTIT 
to a partner who is a resident individual. Such income 
shall instead be subject to the Earnings Tax, as 
appropriate and applicable, imposed by 4 CMC 51202; 

Example No. 1. Partnership ABCD is comprised of 
Partner A, Partner B, Partner C, and Partner D each 
having an equal interest in the partnership and 
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each a resident individual of the Commonwealth. 
During the taxable year, Partnership ABCD has gross 
revenues in the amount of $800,000 and net income 
in the amount of $100,000; each partner's 
distributive share of income from Partnership ABCD 
determined under the NMTIT is $25,000. 

The partnership must report and pay the Gross 
Revenue Tax on the entire $800,000. Each partner 
must report and pay the Earnings Tax, but not the 
Gross Revenue Tax, on each partner Is distributive 
share of the net income, i.e., $25,000 per partner. 

(10) that portion of the pro rata share of the 
income of an S Corporation as defined in the NMTIT from 
the conduct of a business in the Commonwealth allocated 
to a resident shareholder of the corporation as provided 
in the NMTIT. Such income shall instead be subject to 
the Earnings Tax, as appropriate and applicable, imposed 
by 4 CMC 91202; and 

(11) De Minimis. I1Gross revenuesw which combined 
with all other gross revenues of a person for a taxable 
year do not exceed $5,000 in total for a complete taxable 
year. 

(d) Additional Gross Revenues. Gross revenues shall 
also include those NMTIT deductions allowed under 4 CMC 
91706 (a) and 92206.10 of these Regulations. Such amounts 
shall be combined with the person's total gross revenues for 
the year in the last quarter of the person's taxable year. 

Exam~le. For the taxable year, Partnership MNOP derives 
gross revenues from the performance of services within 
the Commonwealth in the amount of $500,000. The entire 
$500,000 is subject to both the Gross Revenue Tax and the 
NMTIT. For purposes of the NMTIT, Partnership MNOP is 
entitled to a deduction in the amount of $1,000 under 
9179 for the purchase of an asset not within the 
Commonwealth no portion of which substantially benefits 
business activities conducted in the Commonwealth. 
Partnership MNOP is required to report gross revenues in 
the amount of $501,000 [i.e., $500,000 plus $1,000] and 
pay the Gross Revenue Tax thereon in the amount of 
$20,040. 

Section 2203.2. In the Commonwealth. For purposes of the 
Gross Revenue Tax, gross revenues are deemed derived from "in the 
Commonwealthw if the gross revenues are I9sourced within the 
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Commonwealthtt pursuant to 4 CMC 51103 (u) and 4 CMC 51712. All 
other issues as to whether gross revenues are derived "in the 
Commonwealthw for purposes of the Gross Revenue Tax shall be made 
in accordance with the sourcing rules of the Northern Marianas 
Territorial Income Tax at 5861 et seq. to the extent consistent 
with the Gross Revenue Tax. 

Section 2203.3. Quarterlv Pavments. Every business 
subject to the gross revenue tax imposed by Chapter 3 of 4 CMC 
shall report all such gross revenue received during each quarter 
and pay the Gross Revenue Tax due thereon as provided in these 
Regulations no later than the last day of the month following the 
close of the quarter to wit on or before the following days: 

Quarter Due Date 

First Quarter April 30 
Second Quarter July 31 
Third Quarter October 31 
Fourth Quarter January 31 

Section 2203.4 Rate of Tax. 

(a) General Gross Revenue Tax. Except as provided in 4 
CMC 51302, 51303, or 51304, a yearly tax is imposed on a 
person's total gross revenues at the rates specified in 4 CMC 
51301. 

(b) Aqriculture Producers and Fishinq. In lieu of the 
gross revenue tax imposed by 4 CMC 51301, the tax on persons 
engaged in the business of producing agricultural products in 
the Commonwealth or fishing in the Commonwealth, or its 
waters, for dietary consumption shall be at the rate of one 
percent (1%) of gross revenues in excess of $20,000. 

(c) Manufacturers and Wholesalers. In lieu of the gross 
revenue tax imposed by 4 CMC 91301, the tax on persons engaged 
in the business of manufacturing and selling goods at 
wholesale shall be at the maximum rate of 2%. 

(1) If all the gross revenues of a business 
are derived solely from manufacturing and selling 
of goods at wholesale, the entire amount of such 
gross revenues will be taxed at the maximum rate of 
2% pursuant to 4 CMC 51303. 

(2) If all the gross revenues of a business 
are not derived solely from manufacturing and 
selling goods at wholesale, the combined gross 
revenues not derived from manufacturing and selling 

COMMONWEALTH REGISTER VOLUME 17 NUMBER 04 APRIL 15, 1995 PAGE 13126 



goods at wholesale shall be taxed at the rates 
imposed under 4 CMC 51301 while the gross revenues 
derived solely from manufacturing and selling goods 
at wholesale shall be taxed at the maximum rate of 
2% pursuant to 4 CMC 51303. 

Example No. 1. Wholesaler Co., Inc. derives 
gross revenues from the sale of goods to a 
retailer for resell in the amount of $100,000 
for first quarter 1995. During this quarter, 
Wholesaler Co., Inc. also derives gross 
revenues from the direct sale of goods to 
consumers in the amount of $50,000. 
Wholesaler Co,, Inc. is required to pay Gross 
Revenue Tax on the $100,000 at the rates 
established under 51303. Wholesaler Co., Inc. 
is required to pay Gross Revenue Tax on the 
$50,000 at the rates established under 51301. 

Example No. 2. Manufacturing Co., Inc. 
manufacturers goods for sell to retailers and 
directly to consumers. For the taxable year, 
Manufacturing Co., Inc. derives $800,000 gross 
revenues from the sale of such manufactured 
goods to retailers and $125,000 gross revenues 
from the sale of such manufactured goods 
directly to consumers. The entire $925,000 
of proceeds received for the sale of goods 
manufactured by Manufacturing Co., Inc. is 
subject to the Gross Revenue Tax rates 
established under 51303. Thus, Manufacturing 
Co. , Inc. shall pay Gross Revenue Tax in the 
amount of $16,000. 

(3) All persons subject to 4 CMC 51303 shall 
maintain separate records and accounts showing the 
gross revenue from manufacturing and selling, 
selling at wholesale, selling at retail, and other 
business activities. 

(d) Banks, Bankins ~nstitutions, Buildins and Loan 
Associations, and other Financial Institutions. In lieu of 
the gross revenue tax imposed by 4 CMC 51301, the tax on the 
operation of any bank, banking institution, building and loan 
association, and other lending institutions shall be 
equivalent to the greater of five percent (5%) of the net 
income received from such business or three percent (3%) of 
gross revenues. The calculation of net income for purposes of 
4 CMC 51304 shall be determined pursuant to 4 CMC §1304(b). 
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(e) Disincentives to Off-Island Investments. In 
addition to the above and pursuant to 4 CMC 51706(b), the 
Gross Revenue Tax shall be imposed on all taxpayers in the 
amount of any credit allowed to such taxpayer under the NMTIT 
sections enumerated in 4 CMC 51706 (e) and 52206.10 (b) of these 
Regulations. 

Example. For taxable year 1995, ABC Corporation derives 
gross revenues in the amount of $250,000 all of which are 
sourced within the Commonwealth. The entire $250,000 is 
subject to the Gross Revenue Tax and the NMTIT. Under 
the NMTIT, ABC Corporation is entitled to a credit in the 
amount of $75 under 538 for an asset purchased off-island 
no portion of which substantially benefits business 
activities conducted in the Commonwealth. ABC 
Corporation is required to pay Gross Revenue Tax in the 
amount of $6,325 [i-e., $6,250 ($250,000 x 2.5%) plus 
$751 

Section 2 2 0 3 . 5  T a x  T a b l e  -- 4 CMC 5 1 3 0 1  Except as provided by 
4 CMC 51302, 51303, or 51304, the quarterly Gross Revenue Tax 
imposed shall be at the following rates: 

FIRST QUARTER 

TABLE I (JAN. 1 - MAR. 3 1 )  
Gross revenue from January 1 to March 3 1 .  

FROM TO RATE 
-0- 1,250.00 -0- 

1,250.01 12,500.00 1.5% 
12,500.01 25,000.00 2.0% 
25,000.01 62,500.00 2.5% 
62,500.01 125,000.00 3.0% 
125,000.01 187,500.00 3.5% 
187,500.01 AND OVER 5.0% 
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SECOND OUARTER 
TABLE I1 (JAN. 1 - JUNE 30) 

Cumulative gross revenue from January 1 to June 30. 

FROM TO RATE 
-0- 2,500.00 -0- 

2,500.01 25,000.00 1.5% 
25,000.01 50,000.00 2.0% 
50,000. 01 125,000.00 2.5% 
125,000.01 250,000.00 3.0% 
250,000.01 375,000.00 3.5% 
375,000.01 AND OVER 5.0% 

THIRD OUARTER 
TABLE I11 (JAN. 1 - SEPT. 30) 

Cumulative gross revenue from January 1 to September 30. 

FROM TO RATE 
-0- 3,750.00 -0- 

3,750.01 37,500.00 1.5% 
37,500.01 75,000.00 2.0% 
75,000.01 187,500.00 2.5% 
187,500.01 375,000.00 3.0% 
375,000.01 562,500.00 3.5% 
562,500.01 AND OVER 5.0% 

FOURTH OUARTER 
TABLE IV (JAN. 1 - DEC 31) 

Cumulative gross revenue from January 1 to December 31. 

FROM TO RATE 
-0- 5,000.00 -0- 

5,000.01 50,000. 00 1.5% 
50,000. 01 100,000.00 2.0% 
100,000.01 250,000. 00 2.5% 
250,000.01 500,000. 00 3.0% 
500,000.01 750,000.00 3.5% 
750,000.01 AND OVER 5.0% 

Section 2203.6 Tax Table -- 4 CMC 51302 Aqriculture Producers 
and Fishinq 

(a) Rate. The quarterly Gross Revenue Tax imposed on 
persons engaged in the business of producing agricultural 
products in the Commonwealth or fishing in the Commonwealth, 
or its waters, for dietary consumption shall be at the rate of 

I - 
1% of gross revenues in excess of $20,000. 
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(b) Exclusion. Agricultural producers and fisheries are 
allowed an exclusion of $5,000 each quarter, cumulative by 
quarter, to a total of $20,000 per annum. The total exclusion 
of $20,000 will be allowed on the fourth quarterly return for 
the taxable year. 

Section 2203.7 T a x  T a b l e  -- 4 CMC 5 1 3 0 3  Manufacturers and 
Wholesalers. The quarterly Gross Revenue Tax imposed on persons 
engaged in manufacturing and selling goods shall be at the 
following rates: 

FIRST QUARTER 
TABLE I (JAN.  1 - MAR. 3 1 . )  

Cumulative gross revenue from January 1 to March 31. 

From - To Rate 

0 1,250.00 
1,250.01 12,500.00 
12,500.01 AND OVER 

SECOND QUARTER 
TABLE I1 (APR. 1 - JUN. 3 0 . )  

Cumulative gross revenue from January 1 to June 30. 

From - To Rate 

0 2,500.00 
2,500.01 25,000.00 
25,000.01 AND OVER 

THIRD QUARTER 
TABLE I11 (JAN.  1 - SEPT 3 0 . )  

Cumulative gross revenue from January 1 to September 30. 

From - To Rate 

0 3,750.00 
3,750.01 37,500.00 
37,500.01 AND OVER 
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FOURTH OUARTER 
TABLE I (JAN. 1 - DEC. 31.) 

Cumulative gross revenue from January 1 to December 31. 

From - To Rate 

0 5,000.00 
5,000.01 50,000.00 
50,000.01 AND OVER 

Section 2203.8 Tax Table -- 4 CMC 51304 Banks, Bankinq 
~nstitutions and Buildincr and Loan ~ssociations The quarterly 
Gross Revenue Tax imposed on the operation of any bank, banking 
institution, building and loan association, and other lending 
institutions shall be equivalent to the greater of five percent 
(5%) of the net income received from such business or three percent 
(3%) of gross revenues. 

Section 2203.9 coordination with NMTIT ~entative Non- 
Refundable Credit 

(a) In General. Pursuant to and as provided by 4 CMC 
51307, there will be allowed as a non-refundable credit 
against the tax imposed on gross revenues any NMTIT paid on 
the same item of income subject to the Gross Revenue Tax. The 
amount of the non-refundable credit shall be the lesser of: 

(1) the amount of the NMTIT paid with respect to 
such gross revenues from sources within the Commonwealth; 
or - 

(2) the Gross Revenue Tax shown on the applicable 
tax return. For purposes of the non-refundable credit, 
the Gross Revenue Tax shown on the applicable tax return 
shall mean the amount of the Gross Revenue Tax required 
to be paid. 

(b) Quarterly Estimated NMTIT Payments. In order for 4 
CMC 51307 to apply to quarterly estimated NMTIT payments and 
quarterly Gross Revenue Tax returns, the NMTIT and Gross 
Revenue Tax must both be due within the period covered by the 
NMTIT payment. The non-refundable NMTIT estimated tax 
tentative credit will be accepted provided that a copy of the 
NMTIT estimated tax payment voucher is attached to the Gross 
Revenue Tax Return at the time of the filing of the Gross 
Revenue Tax Return and provided that the NMTIT estimated tax 
payment voucher sets forth the amount of the NMTIT payment 
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allocable as the tentative Gross Revenue Tax credit. 

This subsection may be illustrated by the following examples: 

Example No.1 

NMTlT Estimated Tax Payment (1st Quarter, 1995) $5,000.00 
GRT Tentative Credit  A l locat ion $3,000.00 
Amount Deposited 5,000.00 

GRT Due (1st Quarter, 1995) 3,000.00 
NMTIT Credit  Al located t o  GRT (1st Quarter, 1995) 3,000.00 
Amount Due on GRT Return -0- 

Example No. 2 

NMTIT Estimated Tax Payment (1st Quarter, 1995) $5,000.00 
GRT Tentat ive Credit  A l locat ion $5,000.00 
Amount Deposited 5,000.00 

GRT Due (1st Quarter, 1995) 8,000.00 
NMTIT Credit  Al located t o  GRT (1st Quarter, 1995) 5,000.00 
Amount Due on GRT Return 3,000.00 

The tentative credit allowable under subsection (b) shall be 
allowed as a credit against the Gross Revenue Tax upon the 
filing of the required annual return under the NMTIT. 

(c) NMTIT Overpayment Carry-forward. In order for 4 CMC 
51307 to apply to an NMTIT overpayment carried forward to the 
current year and quarterly GRT returns, the NMTIT return from 
the previous year indicating the overpayment carried forward 
must be filed on or before the due date of the Gross Revenue 
Tax Return. This provision will apply only if a copy of the 
page of the income tax return showing the overpayment and the 
carry forward election is attached to the Gross Revenue Tax 
Return. 

This subsection may be illustrated by the following examples: 

Example No. 1 (Taxable Year End 12/31/94) 

NMTIT Estimated Tax Payment (1st Quarter 1995) $3,000.00 
NMTIT Overpayment Taxable Year End 12/31/94 2,000.00 
GRT Tentative Credit  A l locat ion $4,000.00 

GRT Due (1st  Quarter, 1995) 
NMTIT Overpayment Credit  Al located t o  

GRT (1st Quarter 1995) 
NMTIT Estimated Tax Credit  Al located t o  

GRT (1st  Quarter 1995) 
Amount Due on GRT Return 

**The taxpayer i s  not e n t i t l e d  t o  carry  forward the excess 
ten ta t i ve  tax c red i t  i n  the amount of  $1,000 1 ($5,000 
N M T I T )  Less ($4,000 Non-refundable c red i t  1st  quarter GRT) 
I t o  the 2d, 3d o r  4th quarter GRT l i a b i l i t y .  
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Example No. 2 (Taxable Year End 12/31/94) 

NMTIT Estimated Tax Payment (1st Quarter 1995) $3,000.00 
NMTIT Overpayment Taxable Year End 12/31/94 2,000.00 
GRT Tentative Credit Allocation $5,000.00 

GRT Due (1st Quarter, 1995) 
NMTlT Overpayment Credit Allocated to 

GRT (1st Quarter, 1995) 
NMTIT Estimated Tax Credit Allocated to 

GRT (1st Quarter, 1995) 
Amount Due on GRT Return 

e tentative credit allowable under subsection (c) sha 111 be 
allowed as a credit against the Gross Revenue Tkx upon the 
filing of the required annual return under the NMTIT. 

(d) Deduction v. Credit. In lieu of taking the NMTIT as 
non-refundable credit against the Gross Revenue Tax, a person 
may also elect to treat the Gross Revenue Tax as a deduction 
allowed under the NMTIT to the extent allowable under the 
NMTIT . 

(e) partnership and Subchapter S Corporation. For a 
partnership and a Subchapter S corporation, neither the 
partnership nor the corporation, as applicable, is entitled to 
any portion of its partnerst or the Subchapter S corporation 
shareholdersf NMTIT non-refundable credit, if any, paid with 
respect to the same income. See 82202.4 (b) of these 
Regulations to determine the extent to which the partners and 
Subchapter S corporation shareholders are entitled to take a 
non-refundable credit of any NMTIT paid by the partners or the 
shareholders with respect to the same income against the 
Earnings Tax due on such income. 

Example No. 1: ABCD Partnership is comprised of Partner 
A, Partner B, Partner C, and Partner D, all of which are 
resident individuals and all of which share equally in 
the profits and losses of the partnership. ABCD 
Partnership has gross revenues in the amount of $100,000 
for first quarter yielding a first quarter Gross Revenue 
Tax liability of $2,000. Partners A, B, C, and D each 
paid quarterly estimated NMTIT payments in the amount of 
$500 for the first quarter. As ABCD Partnership is not 
required to make estimated income tax payments under the 
NMTIT, there are no estimated income tax payments 
available to ABCD Partnership to take as a credit against 
its Gross Revenue Tax liability. ABCD Partnership is not 
entitled to take any of the quarterly estimated NMTIT 
payments made by each partner as a non-refundable credit 
against the partnership's quarterly Gross Revenue Tax. 
Instead, each of the partners are entitled to take their 
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quarterly estimated NMTIT payments as a non-refundable 
credit against their annual Earnings Tax liability. 

Section 2203.10 Quarterly Returns. 

(a) Filins Requirement and Due Date. Every person 
subject to the Gross Revenue Tax of 4 CMC Chapter 3 must file 
a quarterly return as specified in subsection (b) on or before 
the last day of the month following the end of the quarter 
during which the gross revenues were received or accrued to 
wit on or before the following days: 
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