PUBLIC LAW NO. 5-40

i,FIFTH NORTHERN MARIANAS COMMONWEALTH LEGISLATURE HOUSE BILL NO. 5-186,
o S.D.1
‘ .

" FIFTH SPECIAL SESSION, 1987
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i To establish a special tax sourcing rules of certain United States
[ persons moving to the Commonwealth from Guam, American Samoa, and/or
the United States, and for other purposes.

BE IT ENACTED BY THE FIFTH NORTHERN MARIANAS COMMONWEALTH LEGISLATURE:

1 Section 1. Short Title. This Act may be cited as the "Tax Source
i 2 Act of 1987."
3 Section 2, Purpose. The purpose of this Act is to locate sources

E 4 of taxable income in those cases where a U.S. resident moves from the

5 United States to Guam or American Samoa and relocate to the Commonwealth
§§ 6 of the Northern Mariana Islands.
7 Section 3. Special Sourcing Rules of Certain United States Persons.
!% 8 For any United States-.persons moving to the Commonwealth from Guam,
; 9 American Samoa, and/or the United States, irrespective of any other

5:10 provision of law, the following sourcing rule will apply if a United
11  States person was a resident of the United States, Guam, or American
112 Samoa and then becomes a resident of the CNMI, the rules found in -
113 Internal Revenue Code Section 877(c), as amended, shall apply to such
5514 a person for a 10 year period beginning when such person becomes a

}15 resident of Guam, American Samoa, or the Commonwealth. If such a person
I

'16  during a 10 year per%od was a resident of the United States and/or Guam
'i17 and/or American Samoa and then such person thereafter moved to the CNMI
.18 and became a resident, the rules found in IRC Section 877(c) will apply
.19  to both moves as follows:

3;20 (a) For ten years after leaving the United States for

i§21 Guam or American Samoa, IRC Section 877(c) will apply to all
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1 _items of gross income.
2 (b) Ten years after leaving Guam or American Samoa,
3 IRC Section 877(c) will apply as amended, to Mirror the term
4 Guam or American Samoa where the term United States appears
5 in that statute.
6 (c) Every taxpayer having incame subject to these
7 sourcing rules shall file and pay the appropriate tax
8 pursuant to Section 935 of the Internal Revenue Code
;_'9 without a foreign tax credit.
; 10 (d) The preceeding Section 3 shall apply to
;-11 dispositions after December 31, 1985, in taxable
2512 years ending after such date. |
13 Section 4. Persons under this Act shall include Corporations and

i 14  Partnerships.

§§15 Section 5. Severability. If aﬁy provision of this Act is held
2516 invalid by a court of.competent jurisdiction, the remainder of this Act
17 shall not be affected thereby.

1318 Section 6. Effective Date. This Act shall take effect upon its

2219 approval by the Governor or upon its becoming law without such approval.
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Governor
Commonwealth of the Northern Mariana Islands
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