REPORT OF THE HEARING 'OFFICER
RE PROPOSED TRUCKING REGULATION ..

Bylaw No. 7 of the Multistate Tax Commission requires
the hearing officer to submit to the Commission a report
which shall contain a synopsis of the hearing proceedings
and a detailed recommendation for Commission action. In the
case of a hearing held pursuant to Article VII(2) of the
Multistate Tax Compact, the recommendation shall include  a
proposed draft of the regulation which was the subject matter
of the hearing.

Pursuant to the above-described requirements, this
Report is necessarily divided into three parts. The first
part is a synopsis of the public hearing proceedings pertain-
ing to the proposed regulation. The second part is a brief
discussion of certain substantive issues addressed by the
proposed Regulation. The third part is a detailed recom-
mendation for Commission action by the hearing officer,
including a proposed draft of the regulation. A copy of
the Commission's resolution and of the proposed Regulation
IV.18(f) as originally proposed is attached as Exhibit 1. -

I

SgHOPSIS_ OF PUBLIC HEARING PROQEEDINGS
A. Notices '

A Notice of Hearing was mailed to the member states on
August 28, 1984 and later published in the Multistate Tax
Commission Review, Volume 1984, No. 2 distributed in October,
1984. Another notice was published in the Wall Street
Journal on September 14, 1984, and another later distributed
to the State Tax Administrators and other potential inter-
ested parties. The Notice called for a public hearing on the
proposed Trucking Regulation to be held on November 13, 1984
in the 7th Floor Hearing Room of the Colorado Department of
Revenue, 1375 Sherman Street, Denver, Colorado beginning at
10:00 A.M. The proposed Trucking Regulation was set forth
with the Notice of Hearing. A copy of the Notice is attached
as Exhibit 2. : ¥

B. | Materia_l Submitted for Record

The hearing, in accordance with the Notice, was called
to order at 10:02 A.M. on November 13, 1984 by Alan H.
Friedman, Assistant General Counsel of the Multistate Tax
Commission, who presided as Hearing Officer for the Commis-
sion.

There were four persons who registered as being in
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attendance, three persons representing certified public:
accounting firms and one person representing the Colorado
Department of Revenue. None of these persons presented any
testimony at the hearing.

The written record of these proceedings consists of the
proposed MTC Trucking Regulation (Reg. IV.18.(f) Special
Rules: Trucking), three written statements submitted concern-
ing the proposed regulation and the problem needed to be
addressed by such a regulation, and a transcript of the tape
recording of the proceedings. Copies of these written
submittals are attached to this report as Exhibits 3, 4, ‘and
5. -

_ The Hearing Officer left the record open for the receipt
of additional written and oral presentations, if any person
was interested in doing so, until April 1, 1985. No such
additional presentation was received before that date.

I
S BE DECIDE co SSION

A. Nexus Standard

A suggestion was received from the Private Truck Council
of America, Inc. that the states should adopt a de minimus
nexus standard exempting from taxation of net income those
carriers which (1) do not own or rent any real or tangible
property, except vehicles, in the state; and (2) do not make
any pick-ups or deliveries within the state; and (3) neither
travel in excess of 50,000 miles within the state, nor
conduct more than twelve round trips into the state during
any taxable year, unless such 50,000 miles or the miles
incurred in the round-trips represents more than five percent
of the total miles traveled in all states.

The Hearing Officer is convinced by the present judicial
decisions that no such suggested limitation on the states!
power to tax is required by the due process clause of the
United States Constitution. See, Complete Auto Transit Co.

v. Brady, 430 U.S. 274 (1977):; Western Maryland Ry. Co. V.
Goodwin, 282 S.E. 2d.240 (W.Va. 1981). While such a standard

is not required by law, the suggestion has sufficient mewmit,
when coupled with a "throw-out" rule, to be considered by
the states. See IID.2.c. for Hearing Officer's recommenda-

tion.

B. Components of Appo onmen o

The primary issue of concern expressed by state rep-
resentatives throughout the development of this rule proposal
was the treatment of "purchased transportation" in the
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property factor. Little input was received from the private
sector regarding this issue to support inclusion or exclusion
of purchased transportation in the property factor. A
reasonable inference to be drawn is that many members of
the trucking industry utilize purchased transportation on a
regular basis. If such use of property in the state is not
included in the taxpayer's property factor, then a taxing
disparity arises, leaving those companies using purchased
transportation with a tax advantage not shared by those
companies that own their own mobile property. It is the
Hearing Officer's finding and conclusion that, on balance,
the inclusion of purchased transportation will lead to a more
equitable and uniform tax treatment of <those trucking
companies operating in each state adopting the proposed rule.
To this end,. the Hearing Officer has made certain changes in
the rule as originally proposed at Reg. IV.18.f£.(ii).A. and
Iv.18.f.(ii).B.2, 6, and 7 ¢to define certain terms and
clarify the effect of including purchased transportation in
the property factor.

C. De ition of Mobile operty Mile

- In order to clarify the intent of the proposed rule that
the numerators of the property and revenue factors be
apportioned on a mobile mile basis, irrespective of whether
the trailer was loaded or unloaded, proposed Reg. IV.-
18.£:(ii).B.3. has been modified to reflect that intent.

D. “~Recommendations of Privéte— Truck Counci (o) America
Inc.

S R By letter, the Private Truck Council of Amerlca,
Inc. made the following additional suggestions concernlnq the
proposed rule:

- a. "Jtilize the "Revenue Miles" method of
apportionment which fairly apportions income
and keeps the trucking industry on equal terms
with other members of the <transportation
industry with whom we compete."

b. "Recognize . some of the unique aspects of
private carriers that may now be engaged in
for-hire transportation operations and address
these issues as set forth in this submissién."

c. "Adopt the de minimus nexus standard as set
forth in this submission. = This standard
establishes an objective test which would aid
both the taxpayer and governmental> body in
making the sometimes evasive determlnatlon of
-nexus."




"Abandon the MTC administrative polz.cy of
classifying all income as "business" income
and conform those definitions with the recent
U.S. Supreme Court mandates as set forth in
this submission. This would eliminate
naeedless litigation for both the taxpayer and
the governmental agency."

2. The Hearing Officer has considered the recommenda-
tions of the Private Truck Council of America, Inc., and has
concluded as follows: )

2. -

[

While there is merit in the revenue miles
approach, the mobile property approach is
preferable for the purpose of apportioning
income of a trucking business. _

The recommendation concerning the unique
aspects of private carriers is well taken;
and the Hearing Officer has sought to take
them into account by recommending modifica-

‘tions in the proposed regulation.

The Hearing Officer recognizes the difficulty

-of complying with the rather inexact nature

of the due process nexus standard without the
aid of a de minimus standard such as the one
recommended by the Private Truck Council.
However, the Hearing Officer believes that
the level of de minimus activities suggested
by the Private Truck Council is too high, and
finds. the level recommended in the propesed
rule reasonable. In addition, in order to
prevent the use of a de minjimus standard
resulting in the insulation from taxation in
all states of income which, absent the
standard, would be attributable to a par-
ticular state, the Hearing Officer recommends
that the property, payroll and sales which

are attributable to a state in which the de
minimus activity takes place be excluded from
the denominator of the respective factors of

 the apportionment formula for all other

states adopting the regulation. See specific
recommendation. contained in part III, infra.

The Hearing officer. recognizes the signi-
ficance of the decisions . in ASARCO and
Woolworth; he also recognizes the modifica-
tions in those decisions which were effected

by Container. Just as the due process

standard for nexus is inexact, so is- that
applied to the business/nonbusiness dis-

&




tinction; and, 3just as the suggested de
minimus rule seeks to establish a workable
objective test, so should a similarly workable
objective test be sought for the purpose of
determining which income should be subjected
to apporticnment and which to allocation. It
appears to the Hearing Officer that the best
way to eliminate the problem would be to
eliminate the distinction and that, since the
vast majority of all trucking income is.
apportionable, treating all trucking income
as apportionable would best accomplish the
purposes of simplification, clarity and
certainty. Otherwise, those 'states which
adopt the regulation will have to be relied
upon by the industry to seek to construe the
regulation in a manner which is consistent
" with the holdings of ASARCO, Woolworth and
Container; and it is likely that there will
not be unanimity of opinion as tc: the import
of those decisions with respect to any
particular fact situation to which the
regulation may be applied. However, since in
the development of the present rule proposal,
this issue was not addressed by the states,
the Hearing Officer recommends that no action
be taken in this regard in the context of
this specific rule. It is also recommended
that the Commission review the possible need
for amendment to the definition of business
and nonbusiness income contained in Regq.
IV.1l.(a) that may be warranted in light of

the ASARCO, Woolworth and Container decisions.

III

RECOMMENDATION OF HEARING OFFICER

A National Governors Association Working Group has begun
efforts to develop definitional and substantive provi-
sions concerning various taxes, e.g. motor fuel and ton-mile
taxes, concerning the trucking industry. Its charge is to be
completed in June of 1986. One alternative would be for the
Commission to defer action on the proposed rule until’ its
1986 Annual Meeting in order to ensure compatability, at
least in definitions, with the recommendations to be produced
by the Working Group. Unless the Commission members share a
sense of urgency regarding adoption of the proposed rule, the
Hearing Officer recommends that action on the proposal. be
deferred to its 1986 Annual Meeting, with MTC staff being
requested to monitor and assist, if invited, the efforts of
the Working Group.
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If, however, the Commission desires to adopt the
proposed rule at its 1985 Annual Meeting, in order to
expedite the states' administrative consideration of the
proposal, the Hearing Officer recommends that the Commission
adopt the proposed Reg. IV.18.(f) in the following form:

Reg. IV.18.(f)(1): Gen

With the exception of renumbering where indicated, no
change is recommended from the regulation as originally
. proposed.

Reg. IV.18.(£f)(2): Business and ﬂo&gginegs Income

Given the ¢thrust of the Hearing Officer's statement
reflected in section II.D. of this Report, no change is
recommended.

Reg. IV.18.(f)(3): Appo onment of Busjiness Income

For the reason stated in section II.B. of this report,
the following changes are suggested with respect to Reg.
IV.18.(L)(3): '

Reg'}. IV.18.(£)(3)(i): No recommended change.

Reg. IV.18.(f£)(3)(ii): It is recommended that Reg.
IV.18.(£)(3)(ii)A. provide as follows:

(ii) The Property Factoxr

A. Property Valuation. Owned property
shall be valued at its original cost and property rented

from others, including purchased transportation, shall be
valued at eight (8) times the net annual rental rate in
accordance with Article IV.1l1 and Regulation 1IV.1ll. To the
extent that the taxpayer's records reflect a separate charge
incurred for the use of purchased transportation attributable
to the property so used, such separate charge shall be used
in calculating the value of rented property. If such a
charge is not separated from that attributable to the
compensation paid for the operator of the purchased trans-
portation, the total combined charged shall be reduced by
20% to determine that portion of the charge attributaBle
solely to the value of the rented property. Mobile property
which is owned by other trucking companies and temporarily
used by the taxpayer in its business and for which a per diem
or mileage charge is made shall not be included in the
property factor as rented property. Mobile property which is
owned by the taxpayer and temporarily used by other trucking
companies in their business and for which a per diem or
mileage charge is made by the taxpayer shall be included in

6
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the property factor of the taxpayer.

‘Reg. IV.18.(f)(3)(ii)B.l., 4., 5.: No recommended
changes.

Reg. IV.18.(f)(3)(ii)B.2.: It is recommended that
Reg. IV.18.(f)(3)(ii)B.2. provide as follows:

2. "Mobile property" means all motor
vehicles, including trailers, engaged directly in the
movement of tangible personal ‘property, other than support
vehicles used predominantly in a local capacity. Mobile
property shall include purchased transportation.

Reg. IV.18.(f)(3)(ii)B.3.: It is recommended that
Reg. IV.18.(f)(3)(ii)B.3. provide as follows:

3. A "mobile property mile" is the movement
. of a unit of mobile property a distance of one mile whether
loaded or unloaded. .

Reg. IV.18.(f)(3)(ii)B.6. and 7.: It is recom-
mended that these be renumbered as 8. and 9., with two
new definitional paragraphs, numbered 6. and 7., being
added to provide as follows:

Reg. IV.18.(f)(3)(ii)B.6. '"Purchased trans-
portation" means the taxpayer's use of a motor
vehicle owned and operated by another for the
purpose of transporting tangible personal property
for which a charge, whether based upon a per diem,
mileage, or other basis is incurred by the tax-
payer.

Reg. IV.18.(f)(3)(ii)B.7. "Temporarily used"
means the use of any mobile property owned by
another for a period not to exceed a total of 30
days during any income year.

Reg. IV.18.(f)(5): It is recommended that Regq.
18. (f) (5) be added to provide as follows: :

(5) De Minimus Nexus Standard.

(i) General. -

Notwithstanding any provision

contained herein, this Regulation IV.18.(f) shall

not apply to require the apportionment of income

to this state if the trucking company during -the
course of the .income tax year neither:

a. owns nor rents any real or
L |
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personal property in -this state, except mobile
property; nor .

b. makes any pick-ups or deliver-
ies within this state; nor

c. travels more than twenty-five
thousand mobile property miles within this state;
provided that the total mobile property miles
travelled within this state during the income tax
year does not exceed three percent of the total
mobile property miles travelled in all states by
the trucking company during that peried; nor

. _ d. makes more than twelve trips
into this state.

(ii) Exclusions: "Throwout Rule'

If a trucking company is not
subject to a net income tax, a franchise tax
measured by net income, a franchise tax for the
privilege of doing business or a corporate stock
tax in one or more other states because its
business activities in the .other states are not
sufficient to create a taxable nexus therein for
whatever reason, the denominators of the property,
payroll and sales (receipts) factors referred to in
Reg. IV.18.(f)(3) for this state shall not include
the value of any of those activities which are
attributable to said other states.

A copy of the proposed rule containing all of ' the modifica-
tions suggested by the Hearing Officer is attached as Exhibit

L 4

Respectfully submitted this 25th day of May, 1985.

Alan H. Friedman
Hearing Officer
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MOULTISTATE TAX COMMISSION
'RESOLUTION REGARDING EOLDING
OF PUBLIC HEARING ON PROPOSED

TRUCKING REGULATION

WHEREAS, the Multistate Tax .Commission (hereafter “"Com=-
mission") possesses the authority pursuant to Article VII,
paragraph 1 of the Multistate Tax Compact (hereafter "Cchpact")
to adopt recommendations for uniform requlations for any phase of
the administration of, among other things, the income tax laws of
the party States to the Commission: and |

WHEREAS, the Uniformity Committee of the Commission has met
on several occasions to develop and propese a recommendaticn for
regulation under Article IV of the Compact relating to the
allocation and apportionment of income earned by members of the

trucking industry:; and

- WHEREAS, at a meeting of the Uniformity Committee held on
- April 24 and 25, 1984, that Committee recommended to the'Bxecu—
iﬂtive Committee that a public hearing be conducted upcn said
~.trucking regulation proposal in accordance with paragraph 2,
- Article VII of the Compact:; and

WHEREAS, on June 5, 1984, the Executive Committee, being in
agreement with the recommendation of'the Uniformity Committee,
has recommended that the Commission hold a public hearing upon
the proposed trucking requlation pursuant to Article VII of the.
Compact and the Bylaws of the Commission.

NOW, THEREFORE, BE IT RESOLVED that a public hearing upon
said proposed trucking regulatio’n, a copy of which is attached
hereto, be held on the 9th day of October, 1984, or at such later
date and at such specific time and location as determlned by the

Hearing Officer; and




B IT FURTHER RESOLVED that Alan H. Friedman, Ceputy

'vacutive Director of the Commission, is hereby designated and

.ppointed to act as Hearing Officer for said public hearing:; and
‘hat he is directed to submit hls report and recommandation to
-he Commission within a reasonabLe pe:lod of time after the

rompletion of said public hearing.

Upon motion duly made and seconded, this Resolution was
idopted by the Commission on the 13th day of July, 1984.




MULTISTATE TAX COMMISSION
PROPOSED TRUCKING REGULATION

Regulation IV.18. (. ). Special Rules: Trucking Companies.

The following special rules are established with respect to trucking companies:

(1) In General. As used in tm's regulation, the term "trucking company”
- means 2 motor common carrier, a motor contract carrier, or an express carner}
whieh primarily transports tangible personal property of others by motor vehicle for
compensation. Where a trucking company has income from sources both within and
without this scate, the émount of business income from sources within this state
shall be determined pursuant to this regulation In. such cases, the first step is to
. detetmine what portion of the trucking company's income constitutes "business”
income and what portion constitutes "monbusiness® income under Artiele IV.1 and
Regulation IV.l thereunder. Nonbusiness income is directly ailoeable to specific
states pursuant to the provisions of Article V.5 to .8, inciusive. Business income is
apportioned among the states in which tﬁe business is conducted and pursuant to the
property, payroll, and sales apportmnment factors set forth in this regulation. The
sum of (1) the items of nonbusiness income directly a.uccated to this state plus (2)
the amount of business income attributable to this state constitutes the amount of
the taxpayer's entire net income which is subject to tax. in this state.

(2) Business and Nonbusiness Income. For definitions, rules, and examples

®

for determining business and nonbusiness income, see Regulation IV.l.

(3) Apportionment of Business Income.
(i) Im General. The property factor shall be determined in accordance

with Regulation IV.10 to .12, inclusive, the payroll factor in accordance with

Regulation IV.13 and .14, and the sales factor in accordance with Regulation IV.15
to .17, inclusive, except as medified by this regulation.




(ii) The Property Factor. '

A. Property Valuation. Owned .property shall be valued at its
original cost and property rented from others, including purchased tr_ansportation,
" shall be valued at eight (3) times the net annual rental rate in accordance with
Articie IV.11 and Regulation [V.11. Mobile property owned and operated'by other
trucking’ companies and temporarily used by the taxpayer in its business and for
which a per diem mileage charge is made shall not be ineluded in the property
factor as rented property. Mobil_e property owned and operated by the taxpayer and
~ temporarily used by other trucking companies in their business and for which a per

diem or rf:ilegge’ charge is made by the taxpayer shall be included in the property
' factor of the taxpayer. '
| B. ‘General Definitions. The following definitions are applicable
to the nufnerator and denominatoé of the pfoperty factor, as well as ocher
apportionment factor descriptionss
. | 1. TAverage value™ of property means the-' amount
determined by 'averaging thé values at the beginning and end of the income tax
year, but the (ihsert' here the title of the appropriate administrative agency) may
require the averaging of monthly values during the income year or such averaging as
is necessary to reflect properly the average value of the trucking company's
property. (See Article IV.12 and Regulation IV.12).

2. ™obile property® means all motor vehiclav, inciuding
trailers, engaged directly in the movement of tangible personal property, other than
support vehicles which are used predominantly in a local capacity. |

3. A "mobile property mile'f is the movement of 2 unit

" of mobile property a distance of one mile.




4, "Original cost" is deemed to be the basis of the
property for federal income tax purposes (prior to any fedefal income tax
adjustments, except'fcr subsequent capital additions, improvéments thereto, or
partial dispositions); or, if the property has no such basis, the valuation of sueh
property for [nterstate Commerce Commission purposes. If the original cocst of
property is unascertainable under the foregoing valuation standards, the property is
included in the property factor at its fair market value as of the date of ac,quisition
by the taxpayer. (Regulation [V.11.(a)).

5. m™Property used during the course of the income year”
 includes property which is available for use in the taxpayer's trade or bu'si‘ness.
during the income year.

6. The "value™ of owned real and tangible personal
.. property means its original cost. (See Ai'ticle' IV.11 and Regulation IV.1l.(a)). |
7. The "value” '61:’ rented real and tangible personal
- property. means the product of eight (8) times the net annual rental rate. (See

- Artiele IV.11 and Regulation IV.11.(b)).

C. The Denominator and Numerator of the Property Factor.

The denommator of the _property tactor shall be the average value of all the
taxpayer's real and tangible personal property owned or rented and used during the
income year. The numerator of the property factor shall be the average value of.
the taxpayer's real and tangible personal property owned or rented and used in th.is
state during the income year. In the determination of the numerator o? the
. property factor, all property, except mobile property as defined in this regulation,
shall be inciuded in the numerator of the property factor in accordance with Article
IV.10 to .12 inclusive, and éegmaﬁon IV.10 to .12, inclusive.




Mlobile property, as defined in this regulation, which is located within and
without this state during the income year shall be inciuded in the numeratar of the
property factor in the ratio which mobile property miles in the state bear to the
total mobile property miles.

(iif) The Payroll Factor. The denominator of the payroil factor is the

compensation paid everywhere by the taxpayer during the income year for the
production of business income. (See Articxe IV.13 and .14 and Regulation IV.13 and
.14) The nuxﬁera_tor of the payroll factor is the total compensation paid in this state
during the income year by the taxpayer. With respect to all personnel, except thcse
performing services within and without this state, compensation pgid to such
V'employees shall b_e included in the numerator as pfovided in Article [V.13 and .14
and Regulation [V.13 and .14, i |

With respect to personnel performing services within and without this
state, compensation paid to such employees shall be included in the numerator of
the payroll factor in the ratic which their services performed in this state Dear to
their services performed everywhere based on mobiIeAproperty miles.

* (iv) The Sales (Revenue) Factor

A. In General. All revenue derived from transactions and
activities in the regular course of t_he taxpayer's trade or business which produce
business income shall be ineluded in the denominator of the revenue factor. (See
Article [V.1 and Regﬁlation Iv.1.)

| The numerator of the revenue factor is the total revenue of the
taxpayer in this state during the income year. The total state reveﬁuev of the
taxpayer, other than revenue from hauling freight, mail, and express, shall_ be
attributable to this state in a.cc.o;'dance' with Article IV.15 thru .17 and Regulation

Iv.1s thru .17.




B. Numerator of the Sales (Revenue) Factor From Freight,

Mail, and Express. The total revenue of the taxpayer attributable to this state

during the income year from hauling freight, mail, and express shall be:

1. Intrestates All receipts from any shipment which both
originates and terminates within this state; and,

2. Interstate: AThat portion of the receipts from
movements or shipments passing through, into, or out of this state as determined by
the ratio which the mobile property miles traveled by such movements or shipments
in this state bear to the total mobile property miles traveled by movements or
shipments from points of origin to destination.

(4) Records. The taxpayer shall maintain the records necessary-to identify
mobile property and to enumerate DY stat_:e the mobile property miles traveled by
“sueht mobile prbgex:ty as those terms are used in this regulation. Such records are
“subject to review by (insert here the title of the appropriate administrative agency)

“or its agents.




EXHIBIT 2

NOTICE OF PUBLIC HEARING

. THE MULTISTATE TAX COMMISSION WILL HOLD A PUBLIC HEARING AT
THE COLORADO DEPARTMENT OF REVENUE, 1375 SHERMAN STREET, 7TH
FLOOR HEARING ROOM, DENVER, COLORADO, BEGINNING AT 10:00 AM ON
NOVEMBER 13, 1984, ON THE FOLLOWING SUBJECT: :

Proposed Regulation under Article IV.18. of the
Multistate Tax Compact regarding the allodcation and
apportionment of income earned by trucking companies.

All interested parties are invited to participate in the
public hearing. Those requesting to make oral presentations
before the hearing officer are required to notify:

‘Mr. Alan H. Friedman
Assistant General Counsel
Multistate Tax Commission .
1790 30th Street, Suite 314
Boulder, Colorado 80301

in writing on or before October 26, 1984. Those desiring to
submit written presentations are required to file them on or
before November S5, 1984 with Mr. Friedman at the above address. A
copy of the Proposed Regulation is available upon request.

AX COMMISSION o




i Sent Notice of Hearing for Trucking Regulations and a copy of the
Proposed Regulations: _

1. American Trucking Association
1616 P Street, N.W.
Washington, D.C. 20036

2. Interstate Commerce Commission .
12th and Constitution Ave., N.W.
Washington, D.C. 20423

3. U.S. Department of Transportatlon
400 7th Street, S.W.
Washington, D.C. 20590

4, Household Goods Carriers Bureau
2425 Wilson Blvd.
Arlington, VA 22201

5. Rocky Mountain Motor Tariff
P.O0. Box 5746
Denver, CO 80217
(303) 433-6731

6. Middlewest Motor Freight Bureau
215 Volker Blvd.
Kansas City, MO 64112
(816) 931-4333

7. Sammons Trucking
Attn: James 0. Bendickson, Controller
P.O. Box 4347
Missoula, Montana 59806

8. National Accounting and Financial Council
1616 P Street, N.W.
Washington, D.C. 20036 -
(202) 797-=5462 *

9. To TAs of all, states

10. Commerce Clearing House, Inc.
4025 W. Peterson Avenue
Chicago, Illinois 60646

11. Prentice-Hall
Englewood Cliffs, NJ 07632




EXHIBIT 3

October 13, 1982

Mr. Gene Corrigan
Muleti-state Tax Commission
1790 - 30th Street '
Suite 314

Boulder, CO 80301

RE: Uniformity Issue involving States X, Y, and Z
Dear Mr. Corrigan:

You may be aware of the dilemma we are facing in trying to get
States X, Y and Z to adopt and follow the same rules for
this multi-state taxpayer. The two areas in which we are having
difficulty are: .

1. Non-business income —— State X feels they are entitled to 100Z of
non~-business income because we are domiciled in State X.
States Y and Z (and several others) feel interest income is
business income and should therefore be allocated in the same
manner as all other business income. Apparently, the Supreme
Court is addressing this issue and perhaps its decision will give
some clarification.

2. Property Factor Computation —— State X has concluded that
purchased transportation (the dollars we pay to our owner/
operators for providing equipment and driving services) does not
constitute rents and is therefore not includible, on the basis
of mileage, in the computation of the property factor.

States Y and Z, on the other hand, have both concluded
purchased transportation is rent and have recomputed the property
factors and adjusted our returns accordingly for the years ig,
question.

. I have communicated with . [persons representing the Revenue Departments
of States X, Y and Z] and have encouraged them to come

to the Uniformity Committee meeting this month prepared to discuss these
{ssues. Of course I recognize I really have no control over the agenda
of that meeting. But these are uniformity issues and we are finding
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ourselves in a double-taxatiocn situation until the issues arxe discussed
and resolved. Anything you can do to further the "cause" of uniformity.
would be greatly appreciated. ' .

‘I have enclosed, for your review, copies of some of the
correspondence and documentation which has been exchanged over the last
year and a half. If there is anything L can do to assist you or the -
committee in its deliberations, please feel free to contact me.

Very truly youré,




October 9, 1984

Mr. Alan H. Friedman
Assistant General Counsel
Multistate Tax Commission
1790 30th Street, Suite 314
Boulder, Colorado 80301

Dear Mr. Friedman:

I have a copy of your notice of Public Hearing on a proposed rule on
allocation and apportionment of income earned by trucking companies.

"Business Income is apportioned among the states in which the business is
conducted and pursuant to the property, payroll and sales apportiomment factors
set forth in this regulation." Presumably, the ultimate apportionment
factor is the average of these three factors. I can not see that the proposed
rule makes this explicit. This is mere nit-picking and I only raise the
observation in passing. Of more significance:

The numerator of the sales factor from freight, mail and express has two
features which cause some concern in my mind:

~it distinguishes intrastate and interstate shipments, and

-it apportions interstate freight revenues on the basis of
"mobile property miles'" only.

Distinguishing interstate and intrastate freight revenues may give rise
to some interesting auditing problems where the taxpayer's books are not
designed to make such a segregation. Some serious thought should be given
to whether the increased cost of compliance to the State and to the tax-
payer will, in fact, produce a more meaningful or more fair and reasonable
apportionment. It may well be that no purpose is served by making the
distinction.

But most fundamentally, I am concerned with your proposal to apportion
freight revenues solely on the basis of mobile property milés. There is a
great deal more to earning freight revenues than over the road operations.
The formula ignores pick up and delivery operations and terminal operations
and apportions such revenue to the state of transit.

-I would anticipate some unintended and inequitable results in the
application of this rule, particularly in some of the smaller, ¥
but densely populated, Eastern states.

-1t equates all carriers of cargo for hire similarly. There are
marked differences among them. '

-1t seems to apportion sales to the State of transit.




Mr. Alan H. Friedman
Page 2

I would suggest a formula which segregates freight revenues into two
segments. Consider that the freight companies typically account for the costs
of local pickups and deliveries, terminal operations and over the road costs
separately. -

Segment #1, over the road costs divided by the total of all three costs
times freight revenues probably should be apportioned on the basis of mobile
property miles.

Segment #2, the balance of freight revenues might be apportioned on the
basis of the state of consignment of the goods or on some other reasonable basis.

Very truly yours,

James J. Manning, CPA
210 Bentley Avenue
Trenton, N. J. 08619
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November 2, 1984

Mr. Alan H. Friedman
Assistant General Counsel
Multistate Tax Commission
1790 30th Street, Suite 314
Boulder, Colorado 80301

Dear Mr. Friedman:

Please accept the enclosed statement as the comments of
the Private Truck Council of America, Inc., on proposed regu-

- lation IV.18 concerning special state taxation rules for

trucking companies.
Sincerely, {C)

Richard P. Schweitzer
Legislative Counsel
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SUEﬁSSION REGARDING THE PROPOSED TRUCKING
REGULATION OF THE MULTISTATE TAX COMMISSION

History

From a state taxation standpoint, the trucking industry has been
recognized as being a unique type of business wherein normal rules of
apportiomment of incame were recognized as inadequate and
inappropriate. Accordingly, most states have adopted statutory or
regulatory language which recognizes this fact and adequately
addresses fair apportiomment. These methods typically utilize one of
the following concepts:

1. Revenue miles within and without the state.
2. Ton miles within and without the state.
3. Miles within and without the state.

The trucking industry recognizes and accepts any of the above
methods as reflecting a fair apporticmment standard.

Three Factor Formila For The Trucking Industry

The proposed three factor formula adds needless complexity to the
calculation of the apportiomment factors. It adds allocation and
apportiorment machinations to the payroll and property factors which
increases the compliance burden of the taxpayer and the audit burden
of the auditing goverrmental agency.

Mditionally, there is a real potential that the trucking
industry could be placed at a competitive disadvantage with the
railroad and air transportation industries with which we campete
because they would be subject to the rules previously referenced in
this submission.

Reverue Miles - The Preferred Method

. The trucking industry prefers this method because it fairly
apportionsincunebothintermsoffactandperception.

An opponent to this methodology would argue that the revenue
miles method does not account for the "dead head" miles which would
occur in the state and the state would still be required to maintain
the highways, provide police protection, etc. '

The response to this argument is that the apportionment formula
is used to apportion income and that the income is only earned
through the transportation of property for a price. No income or
revenue is earned on "dead head" trips. Additicnally, the payment of
substantial motor fuel and in same cases highway use taxes more than
campensates for highway usage, police protection, etc.




The revenue mile method offers ease of administration and fairly
apportions the income from both the industry and state perspective.

Private Carriers Conducting Ebr-Hire Transportation Operations

In March, 1978, the Interstate Commerce Commission issued its
landmark Toto decision (Toto Purchasgg :amz ®., Inc., 128
M.C.C. 873) which held for first time t a single entity may
engagembo&pnvatecam.ageoperata.ons on its own behalf and
for-hire operations for unrelated shippers.

Asaresultof'mtoandderegtﬂ.atmnofthetmdcmguﬂusuyby

. the I.C.C. generally, three primary options have evolved for

corporaticns that heretofore were not engaged in the business of
for-hire operations:

A. Oorporate Option

The fleet secures for-hire authority, either common or contzact,
toserveothershlpperswmleatthesametnmmntammg
unregulated private carrier operations.

B. Subsid:.aryDualOth.on

The fleet establishes a wholly-owned subsidiary and sexves tlie
parentcmvpanyv:.ru:allyasapnvatecarnermﬂerIm
exemptions, but under camon or contract authority, it serves
other shippers as a separate business., 'The ICC requires the
maintenance of separate books and records for both segments of
the business.

C. Subsidiary Option

The fleet establishes a transportation-only subsidiary. Unlike
mesecmxioptmn,lmaever,thesubslduryservestheparent

its catmnorcontractcertlflcate. The difference is
that the transportation-only subsidiary is a profit center
derlvmreve:mesfzuntheparent and the separate ICC reporting
requirements do not exist.

'mzsgmposedregulaumdoamt contemplate sane of these
szmauons, wcord:.nglythefollmuglsrmmended

I. If a corporation's normal trade or business is not for-m.re
transportation, and does secure for-hire authority, either
common or contract, such corporation shall not be subject to

. this requlation. Income derived from these operations shall
becIass:.fz.edas"busmess mcane"

'mzsvmﬂde[mmatetheneedforcmbersaneseparate
acocounting requirements.

2. If a corporation has or forms a "Dual Option™ subsidiary, for
purposes of the reverme mile apport:.ommt formula, there
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- shall be deemed revenue equal to 75% of the average hauling
rate that it has experienced with unrelated third party
shippers. This deeming provision is rebuttable by the
taxpayer, J.fﬂuetacpayercandanonst:atethatanams-lengﬂx'
charge has occurred

This provision should eliminate the concern that the M.T.C.
has expressed with respect to intercampany pricing. The 75%
rate is used because the parent typically would provide this
subsidiary with the vast majority of the subsidiaries' volume
and therefore would be given a more faworable rate even if an
ams length contract could be negotiated.

3. Ifa transportaﬁion—only subsidiary serves its parent through

its common or contract certificate, such subsidiary shall be
subject to this regulation without modification.

V. De Minimus Nexus Standard

In order to conform to the Due Process requirements of the
Fourteenth Amendment to the Federal (onstitution and to further the
goals of the M.T.C. in having de minimus nexus standards in other
state incame tax areas, the following language is suggested:

The provisions of (insert

_ appropriate income/franchise tax title) shall mot be

..applicable to a carrier which neither owns nor rents
real or tangible personal property within this State,
except vwvehicles, which has made no pick-ups or
‘deliveries within this State, and which has traveled
less than fifty thousand vehicle miles in this State in
the taxable year or to a carrier which neither owns nor
rents any real or tangible personal property within this
State, except wehicles, and which makes no more than
twelve rourd trips into this State during a taxable
year; provided that the mileage traveled under fifty
thousand miles or the mileage traveled in such round
trips does not represent more than five percent of the
total miles anmually traveled in all states by such
carrier.

This language mirrors the language found in Title 58, Chapter 4, Section
58=151.050. Code of Virginia, as amended.

fx

VI. "Business™ v. "Nonbusiness" Income

The Multistate Tax Commission Regulation IV.1 fails to conform to
recent U.S. Supreme Court decisions. Therefore, it is imperative
that the Proposed Trucking Regulation be modified to conform with the
U.S. Supreme Court's concept of business and nonbusiness income as
‘well as the Supreme Court of Missouri (an M.T.C. member state).




Dividends, interest, and capital gains on the sale of securities
which are earned from non-unitary business operations should not be
apportmned The United States Supreme Court recently held in ASARCD
and in F.W. Woolworth % v. Taxation and Revenue lps%%_g?t, 458
U.S. 3 L. 1 S. Ct. that
mterestmcare, alongw:.th d:wa.dends andcapltalgamsareonly
apportionable if a unitary business relationship exists between the

out-of-state, income-producing activities and the activities within
the state which is attempting to tax such income. '

The United States Supreme Court in ASAROD considered Idaho's
contention that "intangible income should be considered a part of the
unitary business if the intangible property ... is 'acquired, managed
or da.sposed of for purposes relating or oontributing to the
taxpayer's business.'" 102 S. Ct. at 3114, The state contended that
"it is this integration - i.e., between the business use of the
intangible asset ... and ASARCO's mining, smelting and refining
business - which makes the income part of the unitary business." Id.
The Court squarely rejected this argument stating: '

This definition of a unitary business would destroy the
concept. The business of a corporation requires that it

earn money to continue operations and to provide a
retum. on its invested capital. Consequently, all of
its operations, including any investment made, in n scame
sense can be said to be "for purposes related to or
contributing to the (corporation's) business." Wwhen
pressed to its logical limit, this conception of the
"mitary business™ limitation becames no limitation at
all. Id. (emphasis in original).

In Woolworth the Court refused to "trivialize (the) due process
limitation (of the unitary business principle) by holding it
satisfied if the income in question 'adds to the riches of the
corporation ...' " 102 S.Ct. at 3135. The Court stated:

-

Income, from whatever source, always is a "business
advantage" to a corporation. Our cases demand more. In
particular, they specify that the proper inquiry looks

to "“the underlying unity or diversity of business
enterprise” not to whether the nondomiciliary parent.
derives same economic benefit - as it virtually always
will - from its ownership of stock in another .
corporation. Id. (citations omitted). B

The unitary business principle was again addressed by the United
States Supreme Court in Container Corp. of America v. Franchise Tax
‘Board. 103 S.Ct. 2933 (1983). The Court stated

(The out~of-state activities of the purported "unitary
business™ (must) be related in same concrete way to the
in-State activities. The functional meaning of this

reanamtmﬂatﬂxerebesmesharugore:@angeof
value not capable of precise identification or

measurement - beyond the mere flow of funds arising out
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VII.

Sumrary of Reccmmerdations

of a passive investment or a distinct business operation
- which renders formila apportiomment a reasmable
method of taxation. . 103 S.Ct. at 2940.

The Court in Woolworth emphasized that it is immaterial whether
or not income from subsidiaries is commingled with the general funds

- of the parent corporation and used for general corporate operations.

The Court indicated that if significance were placed on the

‘camingling of funds, it would "likewise (subvert) the unitary

business limitation," for all incame from other corporations "would
become part of a unitary business if the test were whether the
corporation commingled (income) from other corporations, whether
subsidiary or not." 102 S.Ct. at.3135 n.ll.

The principle that the determmination of apportionable business
incaome is directly linked to the unitary business concept was
recently reemphasized in Missouri (an MIC member state) in the case
of James v. International Telephone and Telegraph Corp. 654 S.W.2d
865 (Mo. 1983). By regulation, Missouri defines business income
subject to apportiorment as:

Inccme of any type or class and from any source is
business incame if it arises from transactions and
activity occurring in the regular course of a trade or
. business. Accordingly, the critical element in
- determining whether income is ‘"business income" or
"mon-business income" is the identification of the
.-transactions and activity which are the elements of a
particular trade or business. In general, all
transactions and activities of the taxpayer which are
dependent upon or contribute to the operations of the
. taxpayer's ecoromic enterprise as a whole constitute the
' taxpayer's trade or business and will be transactions
and activity arising in the regular course of, and will
constitute integral parts of, a trade or business." 645
S.W.2d at 865 (citing 12 C.S.R. 10-2.075(4) (1974).

Relying on the ASARCO, Woolworth, and Container cases, the
Supreme Court of Missouri concluded that income generated from the
holding or sale of intangible assets did not constitute a unitary
business and, therefore, could not be apportioned. 645 S.W.2d 865.

=

A. Utilize the "Revenue Miles" method of apportiomment which fairly
apportions income and keeps the trucking industry on equal terms
with other members of the transportation industry with wham we
compete.

B. Recogmzesateofthemu.queaspectsofpnvatecarners that may

row be engaged in for-hire transportation operations and address
these issues as set forth in this submissicn.
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C. Adoptthedem:.mm:snemsstarﬂardasset forthmﬂus
submission. This standard establishes an objestive test which
would aid both the taxpayer and goverrmental body in making the
sanetimes evasive determination of nexus. :

D. Abandon the MIC administrative policy of classifying all income
as "business" income and conform those definitions with the
recent U.S. Supreme Court mandates as set forth in this
submission. This would eliminate needless litigation for both
the taxpayer and the governmental agency.

This suhmss;measpremredby'IawremeJ Gilsdorf, Jr., Manager -
. Multistate Taxation, Amway Corporaticn (a member company) for the Private

| Truck Council of 2Zmerica, Inc. and accurately reflects our position with

respect to this Proposed Trucking Regulation.

LIG/pla




EXHIBIT 6

Revised 5/25/85 - .
MULTISTATE TAX COMMISSION

PROPOSED TRUCKING REGULATION

Regulation IV.18. (f). Special Rules: Trucking Companies.

The following special rules are established with respect to trucking companies:

(1) In General. As used in this regulation, the term m™trucking company”
means a motor common carrier, a rhotor contract carrier, or an express carrier
which primarﬁy transports tangible personal property of others by motor vehicle for
compensatiori. Where a . trucking company has income from sources both within and
without this state, the amount of business income from sources within this state
shall be determined pursuant to this regulation. In such cases, the first step is to
determine what portion of the trucking company's income constitutes "business"
income and what portion constitutes "nonbusiness" income under Article IV.1 and
Regulation IV.1l thereunder. Nonbusiness income is directly allocable to specif_ic states
pursuant to the provisions of Article IV.5 to .8, inelusive. Business income is
apportioned among the states in which the business is conducted and pursuant to the
property, payroll, and sales apportionment factors set forth in this regulation. The
sum-of (i) the items of nonbusiness income directly allocated to this state plus (if)
the amount of business income attributable to this state constitutes the amount of
the taxpayer's entire net income which is subject to tax in this state.

(2) Business and Nonbusiness Income. For definitions, rules, and examples

for determining business and nonbusiness income, see Regulation Iv.l. .

(3) Apportionment of Business Income.

(i) In General. The property factor shall be determined in accordance
with Regulation IV.10 to .12, inclusive, the payroll factor in accordance with
Regulation IV.13 and .14, and the sales factor in accordance with Regulation IV.15

to .17, inclusive, except as modified by this regulation.




(i) The Property Factor.

A. Property Valuation. Owned property shall be valued at its

original cost and property rented from others, including purchased transportation,
shall be valued at eight (8) times the net annual rental rate in accordance with
Article IV.11 and Regulation IV.11. To the extent that the taxpayer's records reflect
a separate charge incux;red for the use of purchased transportation a_ttributable to |
the property so used, such separate charge shall be used in calculating the value of
rented property. If such a charge is not separafed from that attributable to the
compensation paid for the operator of the purchased -transportation, thg total
combined charged shall be reduced by 20% to determine that portion of the charge
attributable solely to the value of the rented property. Mobile property, other than
purchased transportation, which is owned by other trucking companies and temp-
orarily used by the taxpayer in its business and for which a per diem or mileage
charge is made shall not be included in the property factor as rented property.
Mobile property which is owned by the taxpayer and temporarily used by other
trucking companies in their business and for which a per diem or mileage charge is -
made by the taxpayer shall he included in the property factor of the taxpayer.

B. General Definitions. The following definitions are applicable

to the numerator and denominator of the property factor, as well as other

apportionment factor deseriptions:

1. T"Average value" of property means the amount
determined by averaging the values at the beginning and end of the income tax
year, but the (insert here the title of the appropriate administrative agency) may
require the averaging of monthly values during the income year or such averaging as

is necessary to reflect properly the average value of the trucking company's

pfoperty. (See Article IV.12 and Regulation IV.12)-

¥y




2. "Mobile property"” means all motor vehieles, including
trailers, engaged difec,tly in the movement of tangible personal property, other_ than
support vehicles used predominantly 'in a local capacity. Mobile property shall
include purchased transportation.

3. - A "mobile property mile" is the movement of a unit
of mobile property a distance of one mile whether loaded or unloaded.

4. "Original cost" is deemed to be the basis of the
property for federal income tax purposes (prior to any federal income tax
adjustments, except for subsequent capital additions, improvements theréto, or
partial dispositions); or, if the property has no such -basis, the valuation of such
property for Interstate Commerce Commission purposes. If the original cost of
property is unascertainable under the foregoing valuation standards, the property is
included in the property factor at its fair market value as of the date of acquisition
by the taxpayer. (Regulation Iv.11.(a)).

, | 5. "Property used during the course of the income year”
includes property which is available for use in’ the taxpayer's trade or business
during the}‘ _income year. .
| 6. 'fP""chased transportation" means the taxpayer's use
of a motor vehicle owned and operated by another for the purpose of transpbrting
tangible personal property for which a charge, whether based upon a per diem,
mileage, or other basis is incurred.

7. "Temporarily used" means the use of any mobile
property owned by another for a period not to exceed a total of 30 days during any
income year. i

| 8. The '"value" of owned real_ and tangible personal

property means its original cost. (See Article IV.11 and Regulation IV.11.(a)).




9. The "value" of rented real.and tangible personal

property means the product of eight (8) times the net annual rental rate. (See

Article IV.11 and Regulation IV.11.(b)).

'C. The Denominator and Numerator of the Property Factor.
The denominator of the property factor shall be the éverage value of all the
taxpayer's real and tangible personal property owned or rented and Aused-during the
income year. The numerator of the property fa;:tor shall be the average value of
the taxpayer's real and tangible personal property owned or rented and used in this
state during the income year. In the determination of the numerator of the
property factor, all property, except mobile property as defined in this regulation,
shall be ineluded in the numerator of the property factor in accordance with Article
IV.10 to .12 inclusive, and Regulation IV.10 to-.12, inclusive.
Mobile property, as defined in this regulation, which is located within and
without this state during the income year shall be included in the numerator of the
property factor in the ratio which. mobile property miles in the state bear to the

total mobile property miles.
(iii) The Payroll Factor. The denominator of the payroll factor is the

'compensation paid everywhere by the taxpayer during the income year for the
proddction of business income. (See Article IV.13 and .14 and Regulation IV.13 and
.14) The numerator of the payroll factor is the total compensation paid in this state
during the income year by the taxpayer. With respect to all personnel, except those
performing services within and without this state, compensation paid to such
employees shall be included in the numerator as provided in Article IV-13 #nd ;14

and Regulation IV.13 and .14.




With respect to personnel performing services within and without this
state, compensation paid to such employees shall be included in the numerator of
the payroll factor in the' ratio which their services performed in this state bear to
their services performed everywhere based on mobile property miles.

(iv) The Sales (Revenue) Factor

A. In General. All revenue derived from transactions and
activities in the regular course of the taxpayer's trade or business which produce
business income shall be included in the denominator of the revenue factor. (See
Article IV.1 and Regulation IV.l.)

The numerator of the revenue factor is the total revenue of the
taxpayer in this state during the income year. The total state revenue of the
taxpayer, other than revenue from hauling freight, mail, and express, shall be
attributable to this state in accordance with Article IV.15 thru .17 and Regulation

IV.15 thru .17.

B. Numerator of the Sales (Revenue) Factor From Freight,

Mail, and Exgess.‘ The total revenue of the taxpayer attributable to this state
during the income yeaf from hauling freight, mail, and express shall be: |

1. Intrastate: All receipts from any shipment which both
originates and terminates within this stéte; and, |

2. Interstate: That portion of the receipts from
movements or-shipments passing through, into, or out of this state as determined by
the ratio which the mobile property miles traveled by such movements or shipments

in this state bear to the total mobile property miles traveled by movements or
) ' ™

shipments  from points of origin to destination.




4) Records. The taxpayer shall maintain the records necessary to identify
mobile property ahd to enumerate by state the mobile property miles traveled by
such mobile property as those terms are used in this regulatio}x. Such. records are
subject to review by (insert here the title of the appropriate administrative agency)
or its agents. |

(5) De Minimus Nexus Standard.

)  General. .

Notwithstanding any provision contained herein, this Regulation
IV.18.(f) shall not apply to require the apportionment of inco_me to this state if the
truecking comphny during the course of the income tax year neither:

& owns nor rents any real or personal property in this state,
except mobile property; nor

b. makes any piek-ups or deliveries within this state; nor .

c. travels more than twenty-five thousand mobile property
" miles within this state; provided that the total mobile property miles travelled
within this state during the income tax year does not exceed three percent of thé
total mobile property miles travelled in all sfates by the trucking company during
that period; nor

d. makes more than twelve trips into this state.

(ii) Execlvsions: "Throwout Rule"

If a trucking company -is not subject to a net income tax, a
franchise tax measured by net income, a franchise tax for the privilege of doing
business or a corporate stock tax in one or more states because its business activ-
ities in the other states are not sufficient to create taxable nexus therein for
whatever réason, the denominators of the property, pay'ﬁn and sales (receipts)
factors referred to in Reg. IV.18.(fX3) for this state shall not include the velue of

any of those activities which are attributable to said other states.
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RESOLUTION REGARDING ADOPTION OF
PROPOSED TRUCKING REGULATION

WHEREAS, on July 13, 1984, the Multistate Tax Commission
(hereafter "Commission") by resolution directed a public
hearing be held upon the adoption of proposed rules regarding
the apportionment of income derived by trucking companies
doing interstate business; and

WHEREAS, on November 13, 1984 said public hearing'was
held in Denver, Colorado, with Alan H. Friedman, Hearing
Officer, presiding; and

WHEREAS, pursuant to Article VII of the Multistate
Tax Compact said Hearing Officer has filed his Report dated
May 25, 1985, recommending, among other alternatives, that
the Commission defer acting upon the adoption of such
proposed rules until its 1986 Annual Meeting in order to
coordinate more closely with the research and proposals being
developed by the National Governors Association Working
Group on Truck Taxation; and

WHEREAS, good -cause appears for so deferring action
on the proposed rules until after such time passes as is
necessary to permit coordination with said Task Force; and

WHEREAS, said Task Force is to conclude its work no
later than June 30, 1986; .

NOW, THEREFORE, BE IT RESOLVED that the Commission defer
acting upon the Report of the Hearing Officer until its
1986 Annual Meeting; and .

BE IT FURTHER RESOLVED that said Report may be further
modified between this date and the date of the 1986 Annual
Meeting as may be required by the Hearing Officer.

‘Adopted this 21st day of June, 1985.
Multistate Tax Commission




RESOLUTION REGARDING ADOPTION OF
PROPOSED TRUCKING REGULATION

WHEREAS, on July 13, 1984, the Multistate Tax Commission
(hereafter "Commission") by resolution directed a public
hearing be held upon the adoption of proposed rules regarding
the apportionment of income derived by trucking companies
doing interstate business; and

WHEREAS, on November 13, 1984 said public hearing was
held in Denver, Colorado, with Alan H. Friedman, Hearing
Officer, presiding; and

WHEREAS, pursuant to Article VII of the Multistate
Tax Compact said Hearing Officer has filed his Report dated
May 25, 1985, recommending, among other alternatives, that
the Commission defer acting upon the adoption of such
propoéed rules until its 1986 Annual Meeting in order to
coordinate more closely with the research and proposals being
developed by the National Governors Association Working
Group on Truck Taxation; and _

WHEREAS, good cause appears for so deferring action
on the proposed rules until after such time passes as is
necessary to permit coordination with said Task Force; and

WHEREAS, said Task Force is to conclude its work no
later than June 30, 1986;

NOW, THEREFORE, BE IT RESOLVED that the Commission defer
acting upon the Report of the Hearing Officer until its
1986 Annual Meeting; and |

BE IT FURTHER RESOLVED that said Report may be further
modified between this date and the date of the 1986 Anfual
Meeting as may be required by the Hearing Officer.

Adopted this day of June, 1985.
' Multistate Tax Commission

By:

Executive Director




