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December 2 2 ,  1969 

To t h e  Honorable Governors  and S t a t e  L e g i s l a t o r s  o f  Member 
S t a t e s  o f  t h e  M u l t i s t a t e  Tax Commission: 

I r e s p e c t f u l l y  submi t  t o  you t h e  s e c o n d  a n n u a l  r e p o r t  
o f  t h e  M u l t i s t a t e  Tax Commission. 

The f i r s t  annua l  r e p o r t  covered  a  17-month p e r i o d  e n d -  
i n g  December 31, 1968. 

T h i s  r e p o r t  is  a  p a r t i a l  one i n  t h a t  i t  c o v e r s  o n l y  
t h e  s i x  month p e r i o d  ending  June  30 ,  1969,  t h e  end o f  t h e  
Commission's f i s c a l  y e a r .  A l l  f u t u r e  a n n u a l  r e p o r t s  w i l l  t h e n  
c o v e r  a  f u l l  f i s c a l  y e a r .  

R e s p g c t f u l l y  s u b m i t t e d ,  
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REPORT OF EXECUTIVE DIRECTOR 

THE NEW YEAR BEGINS 

The f i r s t  s i x  months of  1969 have been i m p o r t a n t  ones  f o r  t h e  
M u l t i s t a t e  Tax Commission. E a r l y  i n  J a n u a r y  t h e  Commission ended 
i t s  y e a r - l o n g  s e a r c h  f o r  an Execut ive  D i r e c t o r .  The o f f i c e  o f  t h e  
Commission t h e n  opened on March 1 a t  i t s  temporary  s i t e  i n  Kansas 
C i t y ,  M i s s o u r i .  M i s s o u r i  had g e n e r o u s l y  made t h i s  s p a c e  i n  i t s  new 
M i s s o u r i  S t a t e  O f f i c e  B u i l d i n g  a v a i l a b l e  t o  t h e  Commission r e n t - f r e e  
f o r  a  two-year  p e r i o d  ending  J a n u a r y  31, 1970.  The new E x e c u t i v e  
D i r e c t o r  j o i n e d  t h e  Chairman and o t h e r  Commission spokesmen i n  e f f o r t s  
t o  a t t r a c t  t o  t h e  Commission t h e  i n t e r e s t  and s u p p o r t  o f  a n  i n c r e a s -  

t h e  b u s i n e s s  community and o f  a n  i n c r e a s i n g  i n g l y  l a r g e  segment o f  
number o f  s t a t e s .  

MEMBERSHIP 

On J a n u a r y  1, 1969 
by J u n e  30, 1969,  t h a t  
a d d i t i o n  o f  Wyoming, U 
t h e  number o f  a s s o c i a t  

, t h e  Commission had 14 r e g u l a r  member s t a t e s ;  
number had been i n c r e a s e d  t o  1 8  w i t h  t h e  

t a h ,  Montana and North Dakota.  By November 1, 
e  members had i n c r e a s e d  t o  14 w i t h  t h e  a d d i t i o n ,  

s i n c e  t h e  f i r s t  o f  t h e  y e a r ,  o f  Tennessee ,  L o u i s i a n a ,  V i r g i n i a ,  S o u t h  
Dakota and New York. Thus,  a s  o f  November 1, 32 s t a t e s  were  p a r t i c i p -  
a t i n g  i n  t h e  a c t i v i t i e s  o f  t h e  Commission. 

The f o u r  s t a t e s  which became r e g u l a r  member s t a t e s  d u r i n g  t h i s  
p e r i o d  had a l l  been  a s s o c i a t e  member s t a t e s  p r e v i o u s l y .  I t  was a p p a r e n t  
t h a t  p a r t i c i p a t i o n  a s  a s s o c i a t e  members had h e l p e d  t o  c o n v i n c e  t h e s e  
s t a t e s  o f  t h e  v a l u e  o f  t h e  commission and of  t h e  i m p o r t a n c e  o f  r e g u l a r  
membership. 

E f f o r t s  were made i n  t h r e e  o t h e r  a s s o c i a t e  member s t a t e s  t o  
c o n v e r t  t h o s e  s t a t e s  i n t o  r e g u l a r  members. Narrow m i s s e s  were s c o r e d  
i n  two. The t h i r d ,  Alabama, had p a s s e d  t h e  Compact i n  1967 b u t  w i t h  
t h e  p r o v i s i o n  t h a t  i t  w i l l  become e f f e c t i v e  o n l y  when Congress  p a s s e s  
Consent  l e g i s l a t i o n  now b e f o r e  it ( s e e  be low) .  Wyoming had  o r i g i n a l l y  
e n a c t e d  s i m i l a r l y  c o n d i t i o n e d  l e g i s l a t i o n  i n  1967;  and  had become a  
f u l l  member i n  1969 by l e g i s l a t i v e l y  removing t h e  c o n d i t i o n .  I t  was 
hoped t h a t  Alabama's  l e g i s l a t u r e  would t a k e  s i m i l a r  a c t i o n  t o  become 
a  r e g u l a r  member. Alabama f a i l e d  t o  p a s s  such  amendatory l e g i s l a t i o n  
i n  1969 ,  however. 

The I n d i a n a  l e g i s l a t u r e  d i d  p a s s  t h e  Compact and would have  
become a  r e g u l a r  member had t h e  b i l l  been approved .  U n f o r t u n a t e l y ,  
Governor  Whitcomb v e t o e d  t h e  b i l l .  We have been  in formed t h a t  t h e  
v e t o  was o c c a s i o n e d  by l o c a l  p o l i t i c a l  c o n s i d e r a t i o n s  r a t h e r  t h a n  
by o p p o s i t i o n  t o  t h e  Compact on t h e  Governor ' s  p a r t ;  and t h a t  t h e r e  
i s  a n  e x c e l l e n t  1 i k e l i h o o d . t h a t  I n d i a n a  w i l l  become a  r e g u l a r  
member i n  1971 when t h e  l e g i s l a t u r e  n e x t  mee ts .  

The Michigan House o f  R e p r e s e n t a t i v e s  p a s s e d  t h e  Compact B i l l ;  
b u t  t h e  b i l l  f e l l  one v o t e  s h o r t  of  t h e  number needed  t o  p a s s  t h e  
S e n a t e  i n  t h e  l a t e  S p r i n g .  The b i l l  was c a l l e d  f o r  a  m i d n i g h t  v o t e  
a t  t h e  end o f  an e l e v e n - h o u r  s e s s i o n  i n  9 5 - d e g r e e  h e a t ,  which may 



e x p l a i n  i t s  d e f e a t .  Thc b i l l  was r e - i n t r o d u c e d  l a t e r  i n  t h e  y e a r  
and  a g a i n  p a s s e d  t h e  House. A s  t h i s  i s  w r i t t e n ,  t h e  h i l l  i s  a w a i t i n g  
c o n s i d e r a t i o n  i n  t h e  S e n a t e  once  more. 

The Commission i s  e n c o u r a g i n g  i n c r e a s e d  a c t i v i t y  i n  t h e s e  t h r e e  
i m p o r t a n t  s t a t e s  t o  improve t h e  p o s s i b i l i t y  o f  t h e  e n a c t m e n t  o f  t h e  
Compact t h e r e .  I t  i s  most  i m p o r t a n t  t h a t  t h e  Commission m a i n t a i n  
t h e  momentum o f  i t s  membership d r i v e .  

COMMITTEES 

Meanwhile ,  t h e  S p e c i a l  P rob lems  Subcommit tee  o n  Income Tax was 
a c t i v e l y  s e e k i n g  t o  r e s o l v e  t h e  many d i f f e r e n c e s  o f  o p i n i o n  c o n c e r n -  
i n g  t h e  means which s h o u l d  b e  u s e d  t o  d e t e r m i n e ,  i . e .  e s t i m a t e ,  t h e  
amount o f  income e a r n e d  i n  o r  d e r i v e d  f rom a  s t a t e  by a  c o r p o r a t i o n  
which  is c l o s e l y  a f f i l i a t e d  w i t h  o t h e r  c o r p o r a t i o n s .  S e v e r a l  l e n g t h y  
m e e t i n g s  o f  t h i s  Subcommi t tee  have  r e v o l v e d  a r o u n d  t h e  q u e s t i o n s  o f  
w h e t h e r  o r  when c o n s o l i d a t i o n  o f  r e t u r n s  o r  c o m b i n a t i o n  o f  r e p o r t s  
s h o u l d  b e  r e q u i r e d  f o r  t h i s  p u r p o s e .  The Subcommi t tee ' s  recommen- 
d a t i o n s  a r e  e x p e c t e d  e a r l y  i n  1970 .  

The p r o g r e s s  of  t h c  S p e c i a l  P rob lems  Subcommit tee  d i s c u s s i o n s  
s o o n  made i t  a p p a r e n t  t h a t  t h i s  t y p e  o f  d i s c u s s i o n  be tween  r e p r e s e n -  
t a t i v e s  of  t h e  b u s i n e s s  w o r l d  and o f  t h e  s t a t e s  s h o u l d  b e  expanded 
t o  c o n s i d e r  e v e n  w i d e r  a r e a s  o f  c o n t r o v e r s y .  A c c o r d i n g l y ,  t h e  s o -  
c a l l e d  Ad Hoc Commit tee  was fo rmed .  The a c t i v i t y  o f  t h i s  Committee 
i s  d i s c u s s e d  below i n  t h e  Cha i rman ' s  R e p o r t .  

b l e a ~ l ~ v l ~ i l e ,  t h e  R u l e s  a n d  R e g u l a t i o n s  Committee h a s  been  m e e t i n g  
p e r i o d i c a l l y .  I t s  p u r p o s e  i s  t o  d e v e l o p  u n i f o r m  r u l e s  and  r e g u l a -  
t i o n s  t u  be a d o p t e d  by t h o s e  member s t a t e s  which h a v e  income t a x e s  
a s  well a s ,  h o p e f u l l y ,  by t h o s e  nun-member s t a t e s  which have  a d o p t e d  
t h e  U:liiorm D i v i s i o n  o f  Income f o r  P u r p o s ~ s  o f  T a x a t i o n  A c t .  T h i s  
A c t  i s  i n c l u d e d  i n  t h e  M u l t i s t a t e  Tax Compact on a n  o p t i o n a l  b a s i s .  

'The Lommit tee  h a s  found  t h a t  t l l c r c  i s  ample o p p o r t u n i t y  f o r  
t h e  Commission t o  r e n d e r  i m p o r t a n t  s e r v i c e  i n  t h i s  a r e a .  The r e a s o n  
i s  t h a t  no s t a t e  h a s  y e t  p u b l i s h e d  a c o m p l e t e  s e t  o f  r u l e s  and  
r e g u l a t i o n s  w?rich s e e k  t o  c l a r i f y  t h e  s t a t e ' s  p o s i t i o n  w i t h  r e s p e c t  
t o  many d a y -  t o - d a y  p r o b l e m s  w i t h  which t h e  t a x p a y e r  must cope .  

The r e p r e s e n t a t i v e s  o f  s e v e r a l  s t a t e s  h a v e  been  work ing  c l o s e l y  
w i t h  t h e  Commit tee  and  e x p e c t  t o  implement  t h e  C o n m i t t e e l s  recom- 
m e n d a t i o n s  i n  t h e i r  s t a t c s  a t  a n  e a r l y  d a t c .  

l h e  J o i n t  A u d i t s  Commit tee  d i r e c t e d  two g r o u p s  o f  p i l o t  income 
t a x  j o i n t  a u d i t s  and one g r o u p  o f  p i l o t  s a l c s  and u s e  t a x  j o i n t  a u d i t !  
on b c h a l f  o f  t h e  Commission f o r  s e v e r a l  member s t a t e s .  Oregon a u d i t -  
o r s  p e r f o r m e d  t h e  income t a x  a u d i t s  and Washington a u d i t o r s  pe r fo rmed  
t h e  s a l e s  a n d  u s c  t a x  a u d i t s .  From t h i s  e x p e r i e n c e ,  t h e  Committee 
developed recommendations which w i l l  be  u s e f u l  i n  t h e  f u t u r e  when 
j o i n t  a u d i t s  l~ecomc a  r e g u l a r  f e a t u r e  o f  Conmission a c t i v i t y .  

Ihc Committee on Jurisdictional S t a n d a r d s - S a l e s  and Use Tax 
r e p o r t e J  t h a t  none o f  t h e  I X  r c y u l a r  mcmbcr s t a t c s  a r e  c l a i m i n g  s a l e s  
and  u s e  t a x  j u r i s d i c t i o n  beyond t h a t  e s t a f ~ l i s h e d  by t h e  jurisdictions 
s t a n d a r d  which  t h e  ( 'ommission a d o p t e d  l a t e  i n  1968.  Thus ,  i n  t h i s  



f i e l d  t h e  Commission i s  succeeding  i n  e s t a b l i s h i n g  t h e  u n i f o r m i t y  
f o r  t h e  encouragement o f  which it was c r e a t e d .  

A t  t h e  Houston meeting of  t h e  Commission i n  J u n e ,  a  s p e c i a l  
h e a r i n g  was conducted a t  t h e  r e q u e s t  o f  r e p r e s e n t a t i v e s  o f  employees 
o f  i n t e r s t a t e  c a r r i e r s .  The s u b j e c t  was t h e  manner i n  which t h e  v a r -  
i o u s  s t a t e s  apply income t a x e s  t o  t h e  income which such  an employee 
may e a r n  i n  s e v e r a l  s t a t e s .  A s  a  r e s u l t  o f  t h i s  h e a r i n g ,  i n  which 
t h e  n a t u r e  o f  t h e  problem and t h e  s e r i o u s n e s s  o f  it were d i s c u s s e d  
a t  l e n g t h .  a  new Committee was c r e a t e d  by t h e  Chairman. Th i s  Committee. 
w i l l  be  known a s  t h e  Subcommittee on Withholding For  Non-Resident  
Employees i n  I n t e r s t a t e  Commerce. 

BUSINESS PARTICIPATIOK 

One of  t h e  most encouraging  developments o f  t h e  p a s t  y e a r  
has  been t h e  obvious i n c r e a s e  i n  i n t e r e s t  i n  t h e  Commission which 
has  been shown by members of  t h e  b u s i n e s s  community. The Commission 
has  expe r i enced  s t e a d i l y  i n c r e a s i n g  a t t endance  a t  i t s  mee t ings ,  many 
b u s i n e s s  l e a d e r s  having become r e g u l a r  p a r t i c i p a n t s  i n  t h e  Com- 
m i s s i o n ' s  a c t i v i t i e s .  The M u l t i s t a t e  Tax Commission was conceived  
a s  a  medium f o r  t h e  promotion o f  a  c o n t i n u i n g  d i a l o g u e  between t h e  
b u s i n e s s  world and r e p r e s e n t a t i v e s  o f  s t a t e  and l o c a l  government. 
The purpose o f  t h e  d i a logue  was t o  be t h e  deve lop ing  o f  s o l u t i o n s  
t o  mutual problems;  and those  s o l u t i o n s  were t o  be implemented by 
t h e  Commission. The w i l l i n g n e s s  of  t h e  Commission t o  work problems 
o u t  w i th  bus ines s  h a s ,  we b e l i e v e ,  been t h e  key t o  i t s  i n c r e a s i n g  
impor tance .  

FEDERAL LEGISLATIVE ACTIVITY 

The Willis B i l l  was r e - i n t r o d u c e d  i n t o  t h e  House of  Repre-  
s e n t a t i v e s  o f  t h e  Congress e a r l y  i n  t h e  y e a r  i n  t h e  form o f  H.R. 7906 .  
Now c a l l e d  t h e  Rodino B i l l  a f t e r  t he  new chairman o f  t h e  Subcommittee 
which produced i t ,  t h e  b i l l  passed t h e  House by a  wide margin on J u n e  
2 5 ,  1969. I t  i s  now awa i t i ng  c o n s i d e r a t i o n  by t h e  Sena t e  F inance  
Committee. 

Meanwhile, e a r l y  i n  t h e  y e a r  Sena to r  Magnuson and 32 co -  
sponsors  i n t roduced  Senate  B i l l  S. 1198 f o r  t h e  purpose  o f  o b t a i n i n g  
c o n g r e s s i o n a l  consent  f o r  t h e  M u l t i s t a t e  Tax Compact. The b i l l  was 
r a t h e r  g e n e r a l  i n  n a t u r e ;  and concern developed t h a t  i t  was a  t y p e  
o f  open-end consen t  t h a t  might meet w i th  r e s i s t a n c e  i n  t h e  Congress .  
Accordingly ,  t h e  Advisory Commission on In t e rgove rnmen ta l  R e l a t i o n s  
developed a  s u b s t i t u t e  consent  b i l l ,  which was i n t r o d u c e d  i n t o  t h e  
Senate  i n  August a s  Senate  B i l l  S. 2804. This  b i l l  i n c l u d e s  t h e  e x a c t  
wording o f  t h e  M u l t i s t a t e  Tax Compact i n  i t s  t e x t .  I t  a l s o  c o n t a i n s  
a  p r o v i s i o n  t h a t  r e g u l a r  household d e l i v e r i e s  c o n s t i t u t e  s u f f i c i e n t  
b a s i s  on which a  r e t a i l  s e l l e r  may be  s u b j e c t e d  t o  t h e  u s e  t a x  
c o l l e c t i o n  requi rement  o f  a  d e s t i n a t i o n  s t a t e .  The b i l l  a l s o  p r o -  
v i d e s  t h a t  t h e  cong re s s iona l  s a l a r y  o f  a  congressman can be s u b j e c t e d  
t o  s t a t e  and l o c a l  income t a x  only  i n  t h e  s t a t e  and d i s t r i c t  from 
which he was e l e c t e d .  

Also e a r l y  i n  t h e  y e a r ,  Sena to r  R ib i co f f  i n t r o d u c e d  S e n a t e  
B i l l  S. 916, which would ex t end  t o  c e r t a i n  l a r g e  b u s i n e s s e s  many of 



pape r  work involved.  

A f t e r  June of 1968, committees began t o  t ake  up c o n s i d e r a t i o n  
o f  s u b s t a n t i v e  bus ines s  t a x  problems. The committees,  t h e i r  purpose ,  * 

membership, r e p o r t s  and r e s o l u t i o n s  a r e  a l l  p a r t  of  t h e  commission 
r e c o r d  and I w i l l  no t  a t tempt  t o  r e p e a t  them a t  t h i s  t ime ,  except  
t o  emphasize t h a t  committees were s e t  up t o  cons ide r  t h e  d i f f i c u l t  
and impor t an t  i s s u e s  o f  j u r i s d i c t i o n a l  problems which have been o f  
g r e a t  importance t o  many bus ines ses .  

During t h i s  time we have had the  va luab le  a s s i s t a n c e  o f  a  
number of e x p e r t s  who have a c t e d  a s  adv i so r s  i n  r ega rd  t o  v a r i o u s  
i s s u e s  w i th  which t h e  Commission has been concerned.  The Commission 
i s  a l s o  deeply  indeb ted  t o  t h e s e  men. These adv i so r s  i nc lude :  

Cha r l e s  P .  Bayly, J r . ,  Tax Counsel ,  Columbia Broadcas t ing  System 
Robert  Coulson,  Execut ive  V ice -p re s iden t ,  American A r b i t r a t i o n  

Assn. 
John Due, P r o f e s s o r  o f  Economics, Un ive r s i t y  o f  I l l i n o i s  
Lee H i l l .  General  Tax Counsel, Humble O i l  & Refin ing  Company 
Max Kaminoff, Tax At torney,  Bogle, Gares,  Dobrin,  Wakefield and 

Long, S e a t t l e  
A r t  McCourt, A s s i s t a n t  t o  t h e  Comptro l le r ,  Weyerhaeuser Co. 

r e p r e s e n t i n g  t h e  Tax Executives I n s t i t u t e  
William P i e r c e ,  P r o f e s s o r ,  Un ive r s i t y  of  Michigan Law School ,  

former P r e s i d e n t  and c u r r e n t  Chairman o f  Taxat ion  Committee, 
Na t iona l  Conference of  Commissioners on Uniform S t a t e  Laws 

Donald H.  Webster, P ro fe s so r  of P o l i t i c a l  Sc ience ,  U n i v e r s i t y  
of  Washington 

Jerome H e l l e r s t e i n ,  P ro fe s so r  of  Law, New York U n i v e r s i t y  
William F i s h e r ,  Chief  Tax At torney.  American Telephone & 

Telegraph Co. 
A l l a n  Polasky,  P r o f e s s o r ,  Un ive r s i t y  of Michigan Law School 
Paul  Hartman, P r o f e s s o r ,  Vande rb i l t  Law School 

STATUS OF COMPACT 

The M u l t i s t a t e  Tax Compact o f f e r s  the  most e x c i t i n g  promise f o r  
p r o g r e s s  i n  t h e  f i e l d  o f  t a x a t i o n .  I t s  p o s s i b i l i t i e s  f o r  good a r e  
u n l i m i t e d .  I t  i s  not  a  new mechanism f o r  dominating t h e  s t a t e s ,  
b u t  r a t h e r  an a s s o c i a t i o n  t o  s t i m u l a t e  a c t i o n ,  s t a t e  by s t a t e ,  by 
p r o v i d i n g  t h e  neces sa ry  in fo rma t ion  which i s  no t  now a v a i l a b l e  
r e g a r d i n g  many impor tant  problems; and by p rov id ing  a  v e h i c l e  f o r  
c o o p e r a t i v e  s t a t e  a c t i o n .  

The t a x  problem was e a r l y  de f ined  and t h e  Compact s o l u t i o n  
f i r s t  proposed i n  t h e  Yale Law J o u r n a l  some 4 3  yea r s  ago. I quo te :  
"No one can  scan  t h e  f l ood  o f  ca ses  d e a l i n g  wi th  j u r i s d i c t i o n  t o  
t a x ,  r u l e s  f o r  apport ionment and t h e  l i k e ,  w i thou t  r e a l i z i n g  t h a t  
t h e  o p p o r t u n i t i e s  f o r  t a x a t i o n  open t o  t h e  s t a t e s  a g a i n s t  common 
r e s o u r c e s  might f i n d  a  more economic and more e f f e c t i v e  s o l u t i o n  
through n e g o t i a t i o n  than  through l i t i g a t i o n .  A t  a l l  e v e n t s ,  i n  view 
of t h e  growing burden upon t ime and f e e l i n g s ,  a s  w e l l  as  t h e  c o s t  
i n  money due t o  c o n f l i c t s  and t o  confus ion  a r i s i n g  from t h e  
a d m i n i s t r a t i o n  of  independent systems of s t a t e  t a x a t i o n ,  t h e  
p o s s i b i l i t i e s  of  a m e l i o r a t i o n  and economy r e a l i z a b l e  through an a l e r t  
u se  of t h e  compact c l a u s e  c a l l s  f o r  more i n t e n s i v e  s tudy  a s  p a r t  of 
a  d i s c i p l i n e d  a t t a c k  upon t h e  e n t i r e  t a x  problem." 



We a r e  a t t e m p t i n g  t o  e s t a b l i s h  a  medium whereby t h e  s t a t e s ,  
e x e r c i s i n g  t h e i r  i n d e p e n d e n t  a u t h o r i t y ,  c a n  e f f e c t i v e l y  work t o g e t h e r  
i n  t h o s e  a r e a s  where modern b u s i n e s s  t e c h n i q u e s  c a l l  f o r  q u i c k e r ,  
more e f f i c i e n t  s t a t e  r e s p o n s e  t o  t h e i r  p r o b l e m s .  

The s t a t e s  and t h e  Compact w i l l  h a v e  f a i l e d  i f  t h e  Commission 
becomes a  d r e a r y ,  s low moving, u n i m a g i n a t i v e ,  r o u t i n e  o r g a n i z a t i o n - -  
o r  i f  i t  s i n k s  i n t o  a  h o l d - t h e - l i n e ,  d r a g - t h e - f e e t ,  p r o t e c t - t h e -  
e s t a b l i s h e d - w a y ,  s t a t e - r i g h t s  o r g a n i z a t i o n .  

We a l l  know t h a t  t h e r e  a r e  p rob lems  i n  t h e  t a x a t i o n  of  m u l t i -  
s t a t e  b u s i n e s s e s .  I am convinced  t h a t  Washington D.C. c a n n o t  d o  
t h e  j o b  t h a t  must b e  done t o  s o l v e  t h e s e  p r o b l e m s - - w i t h o u t  d o i n g  
v i o l e n c e  t o  o u r  f e d e r a l  s y s t e m - - a n d  w i t h o u t  c r e a t i n g  new prob lems  
f o r  o u r  economic sys tem.  The t r a g e d y  i s :  t h a t  u n l e s s  t h e  s t a t e s  
move--and c o n t i n u e  t o  move- - to  s o l v e  t h e s e  p rob lems  i n d e p e n d e n t l y  
and c o o p e r a t i v e l y ,  t h e  F e d e r a l  government w i l l  a c t  and t h e n  it w i l l  
b e  t o o  l a t e  f o r  t h e  s t a t e s .  

The commit tee  on Economic Development i n  a  s t u d y  on s t a t e  
government  p u b l i s h e d  i n  J u l y  1967 c o n c l u d e d :  " E i t h e r  t h e  s t a t e s  . 
must e n t e r  i n t o  v o l u n t a r y  compacts  o r  t h e  n a t i o n a l  government  
s h o u l d  u s e  i t s  power and r e s p o n s i b i l i t y  u n d e r  t h e  i n t e r s t a t e  
commerce c l a u s e  of  t h e  C o n s t i t u t i o n  t o  r e d u c e  t a x  i n t e r f e r e n c e  by 
t h e  s t a t e s  upon t h e  f r e e  f l o w  o f  commerce a c r o s s  s t a t e  l i n e s .  

"A s y s t e m  o f  u n i f o r m  r e g u l a t i o n s  e s t a b l i s h i n g  e q u i t a b l e  and c l e a r  
limits o f  t a x  j u r i s d i c t i o n  upon i n t e r s t a t e  b u s i n e s s e s  by i n d i v i d u a l  
s t a t e s  s h o u l d  be  e n a c t e d  by Congress  i f  n o t  a s s u r e d  by a  compact  o f  
t h e  s t a t e s . "  

M u l t i s t a t e  B u s i n e s s  a c t i v i t i e s  a r e  c e r t a i n l y  g o i n g  t o  i n c r e a s e  
and w i l l  u n d o u b t e d l y  change i n  c h a r a c t e r .  T h i s  h a s  been  t h e  h i s t o r y  
o f  t h e  p a s t .  T h i s  w i l l  c a u s e  new, p r e s e n t l y  u n f o r s e e n  p r o b l e m s .  
Along w i t h  t h i s  i n t e n s i f i e d  demand f o r  u n i f o r m i t y ,  s i m p l i c i t y  and  
e q u i t y  w i l l  i n c r e a s e .  I t  i s  n e c e s s a r y  t o  a t t e n d  t o  b o t h  p r e s e n t  
and f u t u r e  p r o b l e m s .  The Commission p r o v i d e s  a  medium t o  p r o c e e d  
e f f i c i e n t l y  w i t h  c o n s i d e r a t i o n  o f  t h e s e  new p r o b l e m s .  

More i m  o r t a n t ,  p e r h a p s ,  t h e  Commission w i l l  h a v e  a v a i l a b l e  t h e  
best- ifih-3-a growlng m a j o r i t y  o f  s t a t e s .  

T h i s  r e s o u r c e  w i l l  be an i n v a l u a b l e  s u p p l e m e n t  t o  t h e  s k i l l s  and 
knowledge o f  e a c h  of  t h e  s t a t e s ;  and p a r t i c u l a r l y  t h o s e  w i t h  
l i m i t e d  r e s e a r c h  p e r s o n n e l  and f a c i l i t i e s .  T h i s  w i l l  p r o v i d e  a  
m a j o r  f o r c e  f o r  improved s t a t e  t a x  a d m i n i s t r a t i o n  a c r o s s  t h e  n a t i o n  
a t  a  v e r y  nomina l  c o s t  t o  each s t a t e ,  which would n o t  o t h e r w i s e  
be a v a i l a b l e  t o  e v e r y  s t a t e .  T h i s  a l o n e  c o n s t i t u t e s  a  most  v a l u a b l e  
c o n t r i b u t i o n  t o  good government ,  and w i l l  u n q u e s t i o n a b l y  b e  o f  v a l u e  
t o  s t a t e s  and t a x p a y e r s  a l i k e .  

An a b l e  and t h o u g h t - p r o v o k i n g  a n a l y s i s  o f  "Why B u s i n e s s  S h o u l d  
S u p p o r t  t h e  M u l t i s t a t e  Tax Commission" h a s  been w r i t t e n  by C h a r l e s  
P .  Bayly,  J r . ,  Tax Counse l ,  Columbia B r o a d c a s t i n g  System. R a t h e r  
t h a n  d i m i n i s h  t h e  t h o u g h t  development  o f  t h i s  a n a l y s i s  by q u o t a t i o n ,  
I am i n c l u d i n g  i t  i n  e n t i r e t y  a s  Appendix "B" t o  my r e m a r k s ,  and  a s k  
you t o  r e a d  i t  i n  f u l l .  T h i s  s t u d y  c o n c l u d e s  t h a t  " t h e  s t a t e  and 
l o c a l  t a x  p rob lems  o f  b u s i n e s s  w i l l  n o t  o n l y  n o t  b e  s o l v e d  on 



enactment (of t h e  Rodino measure) ,  bu t  i n s t e a d  w i l l  be compounded. 
Bus iness  w i l l  f i n d  even more e s s e n t i a l  t han  e v e r  a  s t r o n g  M u l t i s t a t e  
Tax Commission, r e p r e s e n t i n g  a l l  o r  a t  l e a s t  as many of the  s t a t e s  
as  p o s s i b l e ,  t o  work o u t  uniform i n t e r p r e t a t i o n s  and a p p l i c a t i o n s  
i n  t h e  uncha r t ed  a r e a s  t h a t  w i l l  t h en  have been opened up". 

BUSINESS LIAISON 

We e a r l y  r e a l i z e d  t h a t  t h e  Commission had no v a l u e ,  and cou ld  
no t  f u n c t i o n ,  i n  i s o l a t i o n .  S ince  t h e  s u b j e c t  o f  ou r  e x i s t e n c e  
was t h e  t a x a t i o n  of  b u s i n e s s ,  i t  has  always been impor t an t  t h a t  
we e s t a b l i s h  broad c o n t a c t s  w i th  b u s i n e s s ,  and g e n e r a l l y  encourage 
them t o  work w i t h ,  t o  make use  of t h e  Commission. I  took e a r l y  
s t e p s  t o  e s t a b l i s h  d i r e c t  c o n t a c t  and l i a i s o n  w i th  t he  Tax 
Execu t ive s  I n s t i t u t e ;  Taxa t ion  S e c t i o n  of  t h e  American Bar Assoc- 
i a t i o n ;  Na t iona l  R e t a i l  F e d e r a t i o n ;  United S t a t e s  Chamber of  
Commerce; Na t iona l  Assoc i a t i on  o f  Manufac turers ;  Nat iona l  Assoc ia-  
t i o n  of  C e r t i f i e d  P u b l i c  Accountants ;  Na t iona l  and S t a t e  Chambers 
of  Commerce. 

I n  a d d i t i o n  t o  t h e  formal o r g a n i z a t i o n  c o n t a c t s ,  I  con t inued ,  
i n  my p o s i t i o n  a s  chairman of  t h e  Business L i a i son  Committee, and 
i ~ . i t h  an exp re s s  vo t e  o f  approval  of  t h e  Commission, t o  make ex tended  
and cont inuous  e f f o r t s  t o  expand d i r e c t  and pe r sona l  c o n t a c t s  
7b.ith bus ines s  t a x  c o n s u l t a n t s .  Mr. McCourt and o t h e r s  i n v i t e d  me 
t o  speak  o r ,  o t h e r w i s e ,  a t t e n d  s e v e r a l  T .E . I .  con fe r ences .  
I was i n v i t e d  t o  a t t e n d  meetings of t a x  committees o f  t h e  U.S. 
Chamber of  Commerce, of t h e  S t a t e  Chambers o f  Commerce, t h e  Na t iona l  
T r a n s p o r t a t i o n  Tax Execu t ive s ,  and t o  meet wi th  a  number o f  ad hoc 
groups a c r o s s  t h e  coun t ry .  I was a l s o  g iven  o p p o r t u n i t i e s  t o  be 
a c t i v e  on b e h a l f  of  t h e  Commission a t  annua l  meetings o f  t h e  Tax 
I n s t i t u t e  o f  America and t h e  Na t iona l  Tax A s s o c i a t i o n .  

I n  a d d i t i o n ,  having  been a  member of t h e  Tax S e c t i o n  o f  t h e  
American Bar A s s o c i a t i o n ,  I a g a i n  had r epea t ed  oppor tun i ty  t o  meet 
w i t h  t h e  t a x  counse l  r e p r e s e n t i n g  many of  t h e  n a t i o n ' s  p r i n c i p a l  
i n d u s t r i e s .  These d i s c u s s i o n s  have involved  d isagreement ,  
concurrence  and deba t e .  

Most encouraging ,  however, has  been t h e  f a c t  t h a t  a growing 
number of  t a x  e x p e r t s  who were ,  o r i g i n a l l y ,  e i t h e r  opposed t o  t h e  
Compact methodology, d o u b t f u l  o f  i t s  p o t e n t i a l ,  o r  s k e p t i c a l  of  
t h e  a b i l i t y  and w i l l  o f  t h e  s t a t e  a d m i n i s t r a t o r s  t o  make i t  s u c c e s s -  
f u l ,  have a l t e r e d  t h e i r  v iewpoin t .  They, i n  growing numbers, 
b e l i e v e  i t  can  work f o r  t h e  good of  t h e  s t a t e s  and bus ines s  a l i k e ;  
f o r  t h e  p r o t e c t i o n  and good o f  t h e  Federa l  system o f  government-- 
i n  which t h e s e  men a l l  b e l i e v e .  This  changed v iewpoin t  i s  a  c r e d i t  
t o  eve ry  A d m i n i s t r a t o r ,  every  At torney  Genera l ,  eve ry  s t a f f  
member who h a s  t aken  p a r t  i n  b u i l d i n g  t h e  Commission; i t  a l s o  must 
be  an i n c e n t i v e  f o r  us t o  con t inue  a s  v igo rous ly  a s  we have begun. 
The i n c r e a s i n g  numbers o f  bus ines s  r e p r e s e n t a t i v e s  who a r e  a t t e n d i n g  
ou r  meet ings  i s  ev idence  o f  what I  have j u s t  s t a t e d .  However, wh i l e  
t h i s  i s  most e x c i t i n g  and encouraging t o  me, i t  i s  n o t  enough. 
These developments have been an a b s o l u t e l y  e s s e n t i a l  f i r s t  s t e p  
toward r e a l  achievement.  Success w i l l  no t  be r e a l  u n t i l  bus ines s  
i n  l a r g e  numbers comes t o  accep t  t h e  Commission a s  a  sound and 
u s e f u l  arm o f  s t a t e  government and commences t o  u t i l i z e  i t  r e g u l a r l y - -  



n o t  j u s t  on a t e n t a t i v e  l e v e l  o f  t e s t i n g .  

With t h i s  warn ing ,  I  want t o  add a n o t h e r  word t o  my r e a l  s e n s e  
o f  opt imism. I t  is  d o u b t f u l  t h a t  any new machinery f o r  accompl i sh-  
i n g  governmental  r e s p o n s i b i l i t i e s  ha s  moved s o  f a r  s o  q u i c k l y ,  and 
c r e a t e d  such an i n i t i a l  degree  of con f idence .  

A s  I  have s t a t e d ,  I  have made myself  a v a i l a b l e  t o  meet w i t h  e v e r y  
b u s i n e s s  group  s e e k i n g  t o  c o n f e r  about  t h e  Commission, i t s  pu rpose  
and i t s  p o t e n t i a l .  This  has  r e s u l t e d  i n  one p o s i t i v e  e f f o r t  which 
I wish  t o  d e s c r i b e .  To unders tand  t h i s  development  f u l l y  I must 
d i g r e s s  a  moment and t e l l  you o f  a  p a r t  o f  my a c t i v i t i e s  i n  c a r r y i n g  
ou t  t h e  r e s p o n s i b i l i t i e s  of  Congress iona l  L i a i s o n .  

SENATE FINANCE COMMITTEE AND CONSENT LEGISLATION 

Va r ious  p o r t i o n s  o f  t h e  nex t  p a r t  of  t h i s  r e p o r t  were p r e s e n t e d  
b e f o r e  a t  t h e  r e g u l a r  Commission meet ing  i n  Kansas C i t y  i n  November, 
1968;  a t  t h e  Tax Execu t i ve s  I n s t i t u t e  Conference i n  Los Angeles i n  
December, 1968 i n  a  p a n e l  d i s c u s s i o n  t o  which a l l  Commission members 
were i n v i t e d  a s  S t a t e  Tax A d m i n i s t r a t o r s ,  ( e i t h e r  11 o r  1 2  were 
p r e s e n t ) ;  and a t  t h e  Commission meet ing  h e l d  i n  Kansas C i t y  i n  
J a nua ry  o f  t h i s  y e a r .  

I n  June ,  1968,  f o l l owing  t h e  N.A.T.A. meet ing  i n  Ba l t imore ,  I 
had a l e n g t h y  con fe r ence  w i t h  Sena tor  R u s s e l l  Long, Chairman o f  t h e  
Se na t e  F inance  Committee, which Committee, on ly  a  s h o r t  t ime  b e f o r e ,  
had r e c e i v e d  t h e  Willis B i l l  f o r  c o n s i d e r a t i o n  a f t e r  i t s  p a s s a g e  
by t h e  House of  R e p r e s e n t a t i v e s .  Two developments  a r o s e  from t h i s  
me e t i ng .  Sena to r  Long asked  me t o  meet w i t h  t h e  s e n i o r  s t a f f  
p e r s o n n e l  o f  t h e  two t a x  committees of which he i s  Chairman. These  
a r e  t h e  S e n a t e  F inance  Committee and t h e  J o i n t  Committee on I n t e r n a l  
Revenue T a x a t i o n ,  headed r e s p e c t i v e l y  by Tom V a i l  and D r .  Laurence  
Woodworth. 

Secondly ,  S e n a t o r  Long l a t e r  gave me a s s u r a n c e ,  i n  w r i t i n g ,  
t h a t  t h e  Consent  B i l l  f o r  t h e  M u l t i s t a t e  Compact would be g r a n t e d  
a  h e a r i n g  and cons ide r ed  a long  w i t h  t h e  House d r a f t e d  l e g i s l a t i o n  
a s  an a l t e r n a t e  approach t o  meet ing  t h e  b u s i n e s s  t a x  problems 
which caused  t h e  d r a f t i n g  of  bo th  measures.  S p e c i f i c a l l y ,  t h e  
House l e g i s l a t i o n  would n o t  be  g iven  p r i o r i t y  o f  c o n s i d e r a t i o n .  

My c o n v e r s a t i o n  w i t h  t h e  s t a f f  was ex t ended  and t ho rough - -  
l a s t i n g  s e v e r a l  hou r s .  U l t i m a t e l y  t h e  s t a f f  a g r e e d  among t hemse lve s  
t o  recommend t o  t h e  Committee t h a t  they  were w i l l i n g  and shou ld  
make a new s t a f f  s t udy  o f  t h e  s u b j e c t  b e f o r e  t h e  Committee h o l d s  
h e a r i n g s ,  and t a k e s  up c o n s i d e r a t i o n  of  t h e  s u b j e c t .  They r ecog -  
n i z e d  t h a t  many y e a r s  had pa s sed  s i n c e  t h e  Willis committee had  
made t h e  s t udy  upon which i t s  r e p o r t  was ba sed ,  and  t h e y  a c c e p t e d  
t h a t  a  g r e a t  d e a l  had happened w i t h i n  t h e  s t a t e s  t o  c o r r e c t  many 
c r i t i c i z e d  p r a c t i c e s - - a s  w e l l  a s  acknowledging t h a t  t h e  Compact 
Commission had n o t  even been thought  of  wh i l e  t h e  o r i g i n a l  s t a f f  
s t u d y  was under  way. 

They d i d  a sk  whether  t h e  s t a t e s  would g i v e  them f u l l  coope ra -  
t i o n  i n  making a c u r r e n t  s t u d y .  I  gave them my c o n f i d e n t  a s s u r a n c e ,  
p o i n t i n g  o u t  t h a t  t h e  Governors Conference had e x p r e s s e d  unanimous 



o p p o s i t i o n  t o  t h e  House p roposed  l e g i s l a t i o n ,  and unanimous s u p p o r t  
f o r  t h e  Compact. The A t t o r n e y s  G e n e r a l  had  a c t e d  l i k e w i s e .  I 
was- -and  am--convinced t h a t  A d m i n i s t r a t o r s  would f i n d  s t r o n g  s t a t e  
e x e c u t i v e  s u p p o r t  f o r  t h e  r e q u e s t e d  c o o p e r a t i o n .  T h i s  s u p p o r t  h a s  
b e e n  r e p e a t e d l y  d e c l a r e d  on s e v e r a l  o c c a s i o n s  up t o  and  i n c l u d i n g  
t h i s  y e a r ' s  N a t i o n a l  C o n f e r e n c e s .  

I  have a t  a l l  t i m e s  c o n s i d e r e d  t h i s  o p p o r t u n i t y  t o  b e  a  g r e a t  
s t r a t e g i c  o p p o r t u n i t y  f o r  t h e  s t a t e s .  The s t a t e s  were n o t  a l l o w e d  
a  r e a s o n a b l e  h e a r i n g  o r  v o i c e  i n  d r a f t i n g - t h e  e v e n t u a l  Willis B i l l - -  
n o r  were b u s i n e s s  t a x  c o n s u l t a n t s  l i s t e n e d  t o  i n  many r e s p e c t s .  

I was warned t h a t  t h e  S e n a t e  would n o t  approve  what  t h e y  
t e r m e d  a  "blank check" c o n s e n t  b i l l ,  b u t  would c e r t a i n l y  d e s i r e  
t o  d r a f t  some p r o v i s i o n s  e s t a b l i s h i n g  s t a n d a r d s  o f  pe r fo rmance  
( s u c h  a s  t h a t  a  s t a t e d  p e r c e n t  o f  t h e  s t a t e s  must p a r t i c i p a t e  i n  
a  g i v e n  p e r i o d  o f  t i m e ) .  They a l s o  t e n t a t i v e l y  a c c e p t e d  my 
s t a t e m e n t  t h a t  t h e  House b i l l  d i d  a  l o t  o f  t h i n g s  b u t  d i d  n o t  
p romote  u n i f o r m i t y  o f  t a x p a y e r  t r e a t m e n t ,  and s u r m i s e d  t h a t  some 
s t a n d a r d s  of  u n i f o r m i t y  would b e  r e q u i r e d  by t h e  S e n a t e .  

F i n a l l y ,  t h e y  a g r e e d  t o  c o n s i d e r ,  a t  t h e  a p p r o p r i a t e  t i m e ,  
d r a f t i n g  l e g i s l a t i o n  i n c l u d i n g  c o n s e n t  f o r  t h e  Compact, t h u s  p r e -  
s e r v i n g  t h e  independence  and i n t e g r i t y  o f  s t a t e  t a x  a d m i n i s t r a t i o n - -  
and  i n c l u d i n g  i n  i t  d e f i n e d  o b j e c t i v e s  t o  a c h i e v e  d e s i r e d  u n i f o r m i t y  
i n  t a x  a d m i n i s t r a t i o n ,  t h e n  g i v e  t h e  s t a t e s ,  p e r h a p s ,  f i v e  y e a r s  t o  
d r a f t  and a d o p t  a  compact t o  a c h i e v e  t h e s e  g o a l s .  I n  t h e  meant ime 
t h e  p r e s e n t  compact would be approved  f o r  t h e  i n t e r i m .  

A f t e r  h a v i n g  p u b l i c l y  d e s c r i b e d  t h i s  p l a n  o f  p r o c e d u r e  a n d  
s t a t i n g  my s t r o n g  s u p p o r t  f o r  i t ,  I  met w i t h  a  number o f  b u s i n e s s  
g r o u p s ,  i n c l u d i n g ,  f i n a l l y ,  t h e  T a x a t i o n  Committee o f  t h e  U. S. 
Chamber o f  Commerce. T h i s  l a s t  m e e t i n g  o c c u r r e d  t h e  day a f t e r  
o u r  J a n u a r y  Commission mee t ing- -and  up t o  t h i s  p o i n t  my r e c i t a t i o n  
o f  e v e n t s  is a  resume o f  p r e v i o u s  s t a t e m e n t s .  

During t h i s  same p e r i o d  t h e  Advisory  Commission on  I n t e r -  
governmenta l  R e l a t i o n s  added i t s  c o n s i d e r a b l e  i n f l u e n c e  t o  t h e  
C o u n c i l  o f  S t a t e  Governments i n  s u p p o r t  o f  t h e  s t a t e s  and  t h e  
Compact methodology and i n  s u p p o r t  o f  C o n g r e s s i o n a l  Consent  
l e g i s l a t i o n .  While a t t e n d i n g  a  T . E . I .  Confe rence  i n  Washington,  
D. C .  i n  F e b r u a r y ,  I  c o n f e r r e d  a g a i n  w i t h  B i l l  Colman. E x e c u t i v e  
D i r e c t o r  o f  A.C.I.R. and h i s  s t a f f .  He e x p r e s s e d  two w a r n i n g  
t h o u g h t s  t o  me and u r g e d  f u r t h e r  a c t i o n  on my p a r t  i n  b o t h  r e g a r d s .  
F i r s t ,  h e  t h o u g h t  i t  i m p e r a t i v e  t h a t  we b e  r e s p o n s i b l e  f o r  a s s e r t i n g  
s u p p o r t  f o r  a  p o s i t i v e  c o n s e n t  b i l l ,  i n  p l a c e  o f  t h e  g e n e r a l  
s t a t e m e n t  o f  principles i n c l u d e d  i n  o u r  f i r s t  b i l l - - e v e n  though  
S e n a t o r  Magnuson f i l e d  an  accompanying s t a t e m e n t  s e t t i n g  f o r t h  
o u r  b e l i e f  t h a t  i t  s h o u l d  be expanded b u t  o n l y  a f t e r  a  f u l l  
Committee s t u d y .  (Th is  p o s i t i o n ,  inc iden ta l ly , -a l so  p r e s s e d  
upon me by two S e n a t o r s  who a r e  c o - s p o n s o r s  and s u p p o r t e r s  o f  
t h e  s t a t e s '  p o s i t i o n . )  T h i s  a d v i c e  I a c c e p t e d  and i t  h a s  s i n c e  
b e e n  f o l l o w e d  w i t h  t h e  i n t r o d u c t i o n  o f  S .  2 8 0 4 .  

S e c o n d l y ,  Mr. Colman s a i d  t h a t  h e  d i d  n o t  b e l i e v e  I d a r e  w a i t  
u n t i l  t h e  Committee was r e a d y  ko t a k e  up t h e  b i l l  t o  commence some 
s o r t  o f  a c t i v e  s t u d y  o f  d e t a i l s .  Nhen t h e  Committee i s  r e a d y  t o  



move and cons ide r ,  i t  i s  h i s  b e l i e f  t h a t  they w i l l  move q u i t e  
promptly and no t  al low much time f o r  d i s cus s ion  beyond t h a t  which 
we might have prepared  i n  advance. He f e a r e d  t h e  r e s u l t s  could  
be most u n s a t i s f a c t o r y  wi thout  c a r e f u l  advance p r e p a r a t i o n .  
Because of h i s  ex t ens ive  exper ience  wi th  Congress,  and because 
t h e  arguments made sense  t o  me, i t  was dec ided  t o  fo l low t h i s  
advice .  

A D  HOC COMMITTEE - FORMATION AND ACTIVITIES 

I t  seemed reasonably  c l e a r  t hen ,  and s t i l l  does now, t h a t  
t h e  s t a t e s  no longer  have s t and ing  i n  t he  House of  Represen ta t i ves  
s o  f a r  a s  t h i s  t a x  s u b j e c t  i s  concerned.  The Admin i s t r a to r s ,  i n  
t o o  l a r g e  numbers, have l o s t  t he  confidence o r  fo l lowing o f  t h e i r  
Represen ta t i ves .  On the  o t h e r  hand,  t he  p i c t u r e  i n  t h e  Senate  
i s  comple te ly  d i f f e r e n t .  This i s  f o r  a  number of r ea sons ,  which 
I  w i l l  n o t  t a k e  t h e  time t o  enumerate now. But i t  i s  ex t remely  
doub t fu l  t h a t  t h e  suppor t e r s  of Will is-Rodino can push t h e i r  
p r e s e n t  l e g i s l a t i o n  through the  Senate .  I f u r t h e r  f e e l  c e r t a i n  
t h a t  I have been a b l e  t o  e s t a b l i s h  a  number o f  a r e a s  o f  f r i e n d l y  
i n f luence  on behal f  o.f t h e  s t a t e s  which have n o t  p rev ious ly  been 
a v a i l a b l e .  

My p r e s e n t  conv ic t ion  t h a t  t h e  l e g i s l a t i o n  which has  passed  
t h e  House w i l l  no t  be approved i n  t he  Senate  i s  fur the^ s t r eng thened  
by p o l i c y  s t a t emen t s  and l e g i s l a t i v e  p roposa l s  of l e a d e r s  o f  both 
p a r t i e s .  P r e s i d e n t  Nixon has s t r o n g l y  advocated s t r e n g t h e n i n g  the  
a u t h o r i t y  of  t he  s t a t e s  i n  our Federa l  s t r u c t u r e ,  and has recommended 
Fede ra l  t a x  s h a r i n g .  Senator Muskie has  i n t roduced  l e g i s l a t i o n  
d i r e c t e d  toward t h e  same o b j e c t i v e .  For t h e  Senate  t o  approve 
l e g i s l a t i o n  which would r e s t r i c t  s t a t e  t a x  j u r i s d i c t i o n  and thereby 
reduce e x i s t i n g  revenues would be u t t e r l y  c o n t r a d i c t o r y ,  i n  my opin ion .  

However, t h e r e  were moving and d e c i s i v e  reasons  why I deemed i t  
e s s e n t i a l  t o  accep t  Mr. Colman's advice  and proceed t o  maximize the  
s t a t e s '  e f f o r t s  and cont inue  t o  work towards c r e a t i n g  a  r ea sonab le  
l e g i s l a t i v e  p o s i t i o n  t h a t  could work even tua l ly  t o  t h e  b e n e f i t  o f  
t h e  s t a t e  governments. I w i l l  o u t l i n e  t h e s e  reasons  l a t e r .  

I  r e tu rned  t h a t  a f t e rnoon  t o  t h e  T.E.I. conference ,  which was 
s t i l l  i n  s e s s i o n .  I knew t h e r e  were men t h e r e ,  wi th  i n f luence  and 
p o s i t i o n  i n  every  major bus ines s  o r g a n i z a t i o n  i n  t h e  coun t ry ,  men 
who I  had been t a l k i n g  wi th - - and  wi th  whom I had developed a  mutual 
pe r sona l  conf idence  and r e s p e c t ,  even though we were c e r t a i n l y  
n o t  i n  agreement on a l l  i s s u e s .  

Thus Mr. Leonard Kust of Westinghouse Corpora t ion  and I  o rgan ized  
an ad hoc committee t o  a t tempt  t o  determine what might be developed 
i n  the  way o f  agreement between bus ines s  and the  s t a t e s  t h a t  would 
f i t  t h e  p rocedura l  formula sugges ted  by t h e  Senate  Finance Committee 
s t a f f .  The men s e l e c t e d  were chosen f o r  t h e i r  knowledge and 
a b i l i t y  i n  t h e  f i e l d  of t a x a t i o n .  

There could  be no e f f o r t  t o  i nc lude  every i n d u s t r y  o r  every  
s e c t i o n  of  t h e  count ry  among the  s t a t e s - - t h e  committee would have 
been o u t  of hand. Men were s e l e c t e d  s o  t h a t  we would have an 



i n f l u e n t i a l  voice  i n  most major bus iness  o r  governmental orgav-  
i z s t i o n s - - i f  success fu l  i n  achieving agreement among our se lves .  

While t h i s  committee came about a s  a  r e s u l t  o f  c o n t a c t s  I was 
developing as  Business Lia ison Chairman f o r  t h e  Commission, i t  was 
c l e a r l y  understood and agreed,  t h a t  I  was s i t t i n g  i n  wi thout  o f f i c -  
i a l l y  r ep resen t ing  o r  speaking f o r  e i t h e r  t h e  Tax Compact Commission 
o r  t h e  S t a t e  of Washington. In  t h e  same manner, no one e l s e  t h e r e  
was considered a s  r ep resen t ing  a  s t a t e ,  o r  h i s  co rpora t ion  o r  any 
n a t i o n a l  o rgan iza t ion  of which he might be an o f f i c e r .  

Also,  it was agreed a t  t h e  beginning,  t h a t  we would cons ide r  
each s u b j e c t  s e p a r a t e l y  a s  we proceeded on a  t e n t a t i v e  b a s i s  u n t i l  
we had f i n i s h e d  a l l  i tems.  I n  o t h e r  words, i f  we should  agree  
on 905 of t h e  s u b j e c t s  and d i sag ree  on only  1 0 % - - o r ,  pe rhaps ,  on 
only one i s s u e ,  any member has  t h e  f u l l  r i g h t  t o  conclude t h a t  t h e  
one p o i n t  is  more s i g n i f i c a n t  t o  him than a l l  t h e  r e s t  and t o  wi th -  
draw h i s  agreement t o  t h e  o t h e r  i s s u e s .  

We have had t h r e e  meetings and had maximum success  t o  d a t e .  
By t h a t ,  I  don ' t  suggest  t h e r e  has been f u l l  agreement. We have 
agreed on many p o i n t s ,  bu t  remain h u n ~  up on s e v e r a l .  However, we 
have not  reached an impasse, a  deadlock on any i s s u e .  Areas f o r  
adjustments t o  achieve  f a i r  and reasonable  agreements have been 
suggested and a r e  being cons idered  i n  each i n s t a n c e  of d i s a g r e e -  
ment. The hea r t en ing  development he re  i s  t h a t ,  i n  each i n s t a n c e ,  
such a f f i rma t ive  sugges t ions  have come from both  s i d e s .  No one 
y e t  has considered it necessary  t o  take  an unequivocal ly  nega t ive  
p o s i t  ion.  

I know t h e r e  has been t a l k  of our  meetings and s o  I  wished t o  
t e l l  you f i r s t  hand what i s  going on. One of our  i n i t i a l  ag ree -  
ments was t h a t  we would keep t h e  progress  o f  t h e  meetings p r i v a t e  
u n t i l  we determined whether we might have something worth p re sen t ing .  
We w i l l  have one and perhaps tvo  meetings b e f o r e  Chr is tmas ,  and 
maybe another  i n  January ,  i f  a l l  goes we l l .  That  should  be  ample 
t o  f i n a l i z e  an a f f i r m a t i v e  program. 

I f  ou r  e f f o r t s  f a i l ,  everyth ing w i l l  be scrapped,  o f  cour se .  
I f  we achieve a  common agreement, then  our package of proposals  w i l l  
be c a r r i e d  by the  r e spec t ive  members t o  each o f  s e v e r a l  n a t i o n a l  
bus iness  o rgan iza t ions ,  t o  t h i s  Commission, t o  the  va r ious  s t a t e s ,  
f o r  cons ide ra t ion  and, we hope, f o r  approval .  Then we would 
expect  t o  proceed t o  Congress wi th  a  t o t a l  c o n s t r u c t i v e  proposal  
f o r  Consent l e g i s l a t i o n .  

Some of you may be asking yourse lves  why w e  should be concerned 
i f  t h e r e  i s  l i t t l e  chance t h a t  t h e  Consent b i l l  w i l l  a s s  i n  t h i s  
s e s s ion ,  p a r t i c u l a r l y  i n  l i g h t  of our l e g a l  opin ion t R a t  consent  
l e g i s l a t i o n  i s  n o t  e s s e n t i a l  t o  t h i s  type  of Compact. I  can  very  
b r i e f l y  s t a t e  my convic t ions  i n  t h i s  regard:  

First ,  t h e  reasons holding a  cons iderable  number of Senators  
w i f h  t h e  s t a t e s - - a  s u f f i c i e n t  number t o  provide  a  ma jo r i ty  e i t h e r  
iiray--are not  so  b a s i c  as  t o  keep them from recons ide r ing  and 
r rve r s ing  t h e i r  pos i t i on - -and  t h i s  inc ludes  some sponsors of t h e  
cor,sent l e g i s l a t i o n .  These Senators do be l i eve  t h a t  m u l t i s t a t e  
S u ~ l n e s s  has su f fe red  some u n f a i r  t rea tment  a t  t he  hands of s t a t e  



t a x  a d m i n i s t r a t o r s .  They p r e f e r  t h a t  t h e  s t a t e s  handle  t h e  s i t u a t i o n  
themselves ,  and,  a t  t h e  moment, they  a r e  impressed wi th  and hope fu l  
f o r  t h i s  Commission. They do b e l i e v e ,  though,  t h a t  they  have some 
r e s p o n s i b i l i t y  t o  bus iness-which  i s  t a l k i n g  t o  them a l l  t h e  t i m e - -  
t o  e s t a b l i s h  some performance s t a n d a r d s .  I  b e l i e v e  t h a t ,  i f  t h i s  
i s s u e  remains h o t ,  Rodino t ype  l e g i s l a t i o n  w i l l  p a s s - - and  t h e  on ly  
way t o  d e f e a t  i t  i s  t o  s e i z e  t h e  c o n s t r u c t i v e  a f f i r m a t i v e .  

Secondly ,  t h e  mere con t inued  e x i s t e n c e  of  t h e  p o l i t i c a l  b a t t l e  
i n  Congress i s  ex t remely  harmful  t o  t h e  f u l l  p o t e n t i a l  succes s  o f  
t h e  Commission. The f a c t  t h a t  i t  i s  a  c o n s t a n t  t h r e a t  c ause s  many 
b u s i n e s s e s ,  t h a t  would o the rwi se  e n t h u s i a s t i c a l l y  work w i th  u s ,  t o  
shy away--in doubt  a s  t o  how s e c u r e  may be  t h e  s t a t u s  of  t h e  Com- 
mi s s ion .  Some s t a t e  a d m i n i s t r a t o r s  have n o t  had t h e  conf idence  t o  
j o i n  f o r  t h e  same r ea son .  

In  a d d i t i o n ,  t h e  t ime and e f f o r t ,  and money, r e q u i r e d  t o  main- 
t a i n  c o n s t a n t  watch on Congress s e r i o u s l y  d i v e r t s  t h e  a v a i l a b l e  t ime  
of  your  o f f i c e r s ,  and e q u a l l y  d i l u t e s  t h e  t ime of  a  l i m i t e d  s t a f f  
f o r  t h e  r e a l  b u s i n e s s  o f  t h e  Commission. Th i s  c o n t i n u i n g  p o l i t i c a l  
b a t t l e  d i s t o r t s  t h e  e n t i r e  e f f o r t  of  t h e  Commission, which shou ld  
be  c o n c e n t r a t i n g  on a d m i n i s t r a t i o n .  

CRITICISMS OF COMPACT COMMISSION 

We have f aced  o p p o s i t i o n  o f  cou r se ,  and c r i t i c i s m  has  been e x -  
p r e s s e d .  I  am c e r t a i n  t h a t  t y p i c a l l y  some c r i t i c i s m  w i l l  c o n t i n u e  
r e g a r d l e s s  o f  t h e  c a l i b e r  o f  a d m i n i s t r a t i o n  of  t h e  Commission o r  i t s  
s u c c e s s .  I  t h i n k  i t  worthwhile t o  b r i e f l y  c o n s i d e r  some o f  t h e  
c r i t i c a l  comments which have been r e p e a t e d l y  p r e s s e d .  

1. The N.A.M. h a s  spoken of t h e  compact a s  " inadequate" .  Th i s  o n l y  
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e x p r e s s e s  c o n t i n u i n g  p r e s s u r e  by some elements of  b u s i n e s s  upon 
S e n a t o r s ,  which 1 r e f e r r e d  t o  p r e v i o u s l y .  I t  i s  a  fundamenta l  p a r t  
o f  my r ea son  f o r  h e l p i n g  i n i t i a t e  t h e  ad hoc  committee e f f o r t .  Th i s  
a t t a c k  has a l s o  been one r ea son  f o r  my p r e s s i n g  f o r  t h e  Compact Com- 
mi s s ion  t o  f a c e  up t o  and c o n s i d e r  a l l  problems p r e s e n t e d  t o  u s .  I  
b e l i e v e  t h e  t o t a l  a c t i v i t i e s  of  t h e  Commission is  a  cont inuous  and 
expanding answer t o  t h i s  charge .  The compact i s  "adequate" t o  t h e  
deg ree  t h a t  t h e  Commission is  "adequate" i n  per forming i t s  t a s k .  

2 .  Some c r i t i c s  have a l l e g e d  t h a t  we have t aken  on t o o  much! I  
S l i e v e  t h a t ,  t o  be f u l l y  r e s p o n s i b l e ,  we must be  p r epa red  t o  
c o n s i d e r  a l l  m a t t e r s  o f  concern  t o  b u s i n e s s .  This  d o e s n ' t  mean 
we must always a g r e e - - b u t  we cannot  be  a  r e s p o n s i b l e  o r g a n i z a t i o n  
and l i m i t  ou r  c o n s i d e r a t i o n  t o  s u b j e c t s  which a r e  e a s y .  I t  is  
t r u e  t h a t  t h i s  was an e x c e p t i o n a l l y  tough commission problem 
b e f o r e  we had a  f u l l  t ime s t a f f - - a n d  remains d i f f i c u l t  because s o  
much of  t h e  s t a f f  t ime i s  n e c e s s a r i l y  be ing  used i n  p o l i t i c a l  
a c t i v i t i e s  i n  Congress and wi th  non-member s t a t e s .  

3 .  Some concern  has  been exp re s sed  t h a t  a  l a r g e  number o f  sma l l  - 
s t a t e s  can  d i c t a t e  t o  t h e  fewer l a r g e  s t a t e s ,  and,  

4 .  c o n t r a r i l y ,  t h e  l a r g e r  s t a t e s  w i l l  t end  t o  d i c t a t e  d e c i s i o n s .  
m e s e  arguments a r e  bo th  be s ide  t h e  p o i n t ,  o f  cou r se .  The r i g h t  
o f  a  s t a t e  t o  withdraw a t  any time p rov ides  maximum p r o t e c t i o n  



a g a i n s t  any unreaso i lab le  p r e s s u r e  o r  conduct .  The member s t a t e s  hav 
shown a  c o n s i s t e n t  d e s i r e  t o  r e s p e c t  t h e  va ry ing  s i t u a t i o n s  of  
o t h e r  s t a t e s .  

5 .  The Compact c r e a t e s  a  new independent  l e v e l  o f  government. This 
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i s  c l e a r l y  no more t r u e  t h a n  w i t h  any o f  t h e  dozens o f  o t h e r  compact 
i n  e x i s t e n c e  between s t a t e s .  Th i s  r e p r e s e n t s  t h e  e x e r c i s e  of  sov -  
e r e i g n  j u r i s d i c t i o n  by each  s t a t e ,  ag r ee ing  t o  p rocedu re s  and laws 
i n  a r e a s  where t h e i r  independent  a c t i o n s  may o the rw i se  e i t h e r  c o l -  
l i d e ,  o v e r l a p  o r ,  a t  l e a s t  c a l l  f o r  j o i n t  p rocedu re s  i n  admin i s -  
t r a t i o n  (no t  j o i n t  a d m i n i s t r a t i o n ! ) .  

6. The Commission i s  a  "red h e r r i n g "  developed by t h e  Na t i ona l  
Z s o c i a t i o n  o f  Tax A d m i n i s t r a t o r s .  I  r e f e r  you t o  t h e  r e c o r d  and 
t h e  r e a c t i o n s  of  t h o s e  businessmen who have been w i l l i n g  t o  t e s t  
t h e  Commission and c o n f e r  w i th  u s .  The " red  h e r r i n g "  l a b e l  i s  
mighty t a t t e r e d  by now. 

7 .  The Compact does  n o t  add re s s  i t s e l f  t o  t h e  j u r i s d i c t i o n a l  p roble  
17ie f a c t  i s  t h a t  from t h e  very  beginning  we r ecogn i zed  t h a t  t h i s  are 
o f  j u r i s d i c t i o n a l  problems would be one on which we would have t o  
c o n c e n t r a t e .  We have an a c t i v e  committee working i n  t h i s  a r e a .  I t  
h a s  proposed  a  uniform s a l e s  and use  t a x  j u r i s d i c t i o n a l  r u l e ,  and i s  
c u r r e n t l y  c o n s i d e r i n g  o t h e r  uniform r u l e s  i n  t h i s  a r e a .  The Compact 
a l s o  p r o v i d e s  machinery f o r  r e s o l v i n g  j u r i s d i c t i o n a l  c o n f l i c t s .  

CONCLUSION 

Before c l o s i n g ,  I  want t o  commend Gene Cor r i gan  f o r  a  d e d i c a t e d ,  
i m a g i n a t i v e ,  s k i l l e d ,  and c o n s t r u c t i v e  p r oduc t i on  a s  Execu t i ve  D i r -  
e c t o r .  We were c e r t a i n l y  immensely f o r t u n a t e  t o  g a i n  h i s  s e r v i c e s .  
He ha s  more t han  l i v e d  up t o  e x p e c t a t i o n s .  Lar ry  Johnson  h a s  a l s o  
p rov ided  capab l e  and e n e r g e t i c  a s s i s t a n c e  t o  Gene and t o  me. 
F i n a l l y ,  Bob Barker  was a  most f o r t u n a t e  f i n d .  He i s  young b u t  has  
p roven  t o  be  o f  immense v a l u e  on ou r  s t a f f .  

I  must exp re s s  my p e r s o n a l  thanks  and a p p r e c i a t i o n  f o r  t h e  
way i n  which each has  performed.  Bu i l d in g  a  new o r g a n i z a t i o n  is  
d i f f i c u l t ,  and cou ld  have been even more d i f f i c u l t  f o r  a  Chairman 
r e s i d i n g  many m i l e s  from Headqua r t e r s .  Mutual c o n f i d e n c e ,  t r u s t  
and l o y a l t y  ha s  been  complete and I  know t h i s  ha s  r e s u l t e d  i n  
accomplishments  t h a t  would n o t  o the rw i se  have been ach i eved .  

J i m  McDonald ha s  been of  i n v a l u a b l e  a s s i s t a n c e ,  bo th  i n  
d i r e c t  h e l p  and i n  adv i ce .  Again I  have been most f o r t u n a t e  i n  t h e  
c h a r a c t e r  o f  t h e  i n d i v i d u a l  chosen t o  work w i t h  me, and t h e  Com- 
m i s s i o n  ha s  p r o f i t e d  from h i s  a b i l i t y  and d e d i c a t i o n .  

Roy Nickson t a k i n g  o v e r  a s  T r e a s u r e r  j u s t  a s  we s h i f t e d  
a c c oun t s  and g o t  i n t o  b u s i n e s s  has main ta ined  a  c a r e f u l  and 
thorough a d m i n i s t r a t i o n  of ou r  f i n a n c e s ,  r e l i e v i n g  me of  a l l  
c once rn ,  and I  know, g i v i n g  i n v a l u a b l e  adv i ce  and a i d  t o  Gene. 

F i n a l l y ,  I  would l i k e  t o  exp re s s  my a p p r e c i a t i o n  t o  many 
o t h e r s ,  bo th  h e r e  and a b s e n t ,  f o r  t h e  t r u l y  yeoman work done on 
v a r i o u s  a s s ignm en t s .  But I am a f r a i d  t o  s t a r t - - I  wouldn ' t  want 
t o  ove r look  even one .  We have f a c e d  up t o  many tough t a s k s  and 
have  been p rov ided  w i t h  some h igh ly  capab l e  s e r v i c e s .  



Some of t h e s e  men have now l e f t  s t a t e  s e r v i c e  and o t h e r s  
t r a n s f e r r e d .  Thus our o r i g i n a l  s k i l l e d  manpower has been g radua l ly  
dep le t ed .  We recen t ly  asked each s t a t e  t o  review i t s  personnel  
and determine who a t  t h i s  time might be a v a i l a b l e  from time t o  time 
t o  a s s i s t  i n  r e sea rch ,  s tudy ,  committee assignments,  adv ice ,  so  a s  
t o  mainta in  the  q u a l i t y  of Commission endeavor. 

Although t h e  annual meeting of t he  Commission is  t h r e e  months 
ahead,  t h i s  is  my f i n a l  r e p o r t ,  except f o r  a  p o s s i b l e  supplement 
r e l a t i n g  any occurrences during t h i s  pe r iod .  The n e x t  meet ing ,  
i n  my opinion,  should  be the  meeting of t h e  next  Chairman. He 
should have f u l l  oppor tuni ty  t o  s t a r t  f a s t .  

These l a s t  fou r  yea r s  of p a r t i c i p a t i o n  wi th  a l l  of  you i n  
s t a t e  government, and i n  o the r  s t a t e s ,  w i th  you r ep resen t ing  
bus iness ,  and wi th  Congress, and o t h e r s ,  on behal f  of t h i s  n a t i o n -  
wide venture  i n  the  development of the  machinery of s t a t e  govern- 
ments, has been e x c i t i n g  and chal lenging t o  me. Above a l l ,  t h e  
g r e a t e s t  p r o f i t  and the  t r u e  p l easu re  f o r  me has  been t h e  ga in ing 
o f  s o  many enjoyable  and valued f r i ends - -and  f o r  t h i s ,  I  do want 
t o  express  my s p e c i a l  thanks t o  each of you. 

CHAIRMAN'S REPORT 
APPENDIX "A" 

HISTORY OF MULTISTATE TAX COMMISSION 

I  have inc luded,  a s  an appendix t o  my r e p o r t ,  some d e t a i l s  of  t h e  
background and h i s t o r y  of t h i s  o rgan iza t ion ,  so  t h a t  t h i s  r e p o r t  can 
provide  a  b r i e f  o u t l i n e  of informat ion  f o r  those  i n  government and 
bus iness  who have no t  p rev ious ly  had oppor tuni ty  t o  become informed 
about t h e  M u l t i s t a t e  Tax Commission. 

I  have chosen,  i n  ordinary  conve r sa t ion ,  t o  speak of t h i s  organ- 
i z a t i o n  a s  t h e  Tax Compact Commission. The word "Mul t i s t a t e "  i s  un- 
f a m i l i a r  t o  most people .  I t  has been used r a t h e r  than " I n t e r s t a t e "  
because t h e  l a t t e r  term c rea t ed  f a l s e  in fe rences  due t o  i t s  use i n  
t h e  U.S. C o n s t i t u t i o n  and t h e  ex i s t ence  of an I n t e r s t a t e  Commerce 
Commission i n  t h e  Federal  governmental s t r u c t u r e .  I  w i l l  u se  t h i s  
informal  t i t l e  i n  my remarks he re in .  

The germ o f  c r e a t i o n  af  t he  Commission was born a t  a  n a t i o n a l  
meeting of N.A.T.A., h e l d  i n  Chicago i n  January  o f  1966. The i d e a  
of c r e a t i n g  a  S t a t e  Tax Compact Commission was unanimously approved 
t h e r e .  Many were s k e p t i c a l  t h a t  an e f f e c t i v e  document could be  d r a f t e d  
i n  t h e  l i m i t e d  time remaining before  t h e  1967 l e g i s l a t i v e  s e s s i o n s  
t h a t  any m a t e r i a l  number of s t a t e s  could agree  upon. This f i r s t  
dec i s ion  was admit tedly  made i n  d i r e c t  response t o  the  t h r e a t  of 
Federal  l e g i s l a t i o n  d r a f t e d  t o  r e s t r i c t  s t a t e  t a x  j u r i s d i c t i o n .  

During t h e  ensuing t e n  months i n t e n s i v e  e f f o r t s  upon t h e  p a r t  
of  At torneys  General  and o the r  r e p r e s e n t a t i v e s  of many s t a t e s ,  
working under the  guidance of and wi th  inva luab le  a s s i s t a n c e  from 
the  Council of  S t a t e  Governments, d i d  r e s u l t  i n  a  d r a f t  which has  
now been approved by the  Leg i s l a tu re s  of 20 s t a t e s .  S ince  t h a t  
t ime,  t h e  development of t he  Commission has proceeded wi th  remark- 
a b l e  conformi ty  t o  the  o r i g i n a l  p lans  of o rgan iza t ion .  Except f o r  
one e r r o r  i n  judgment, which delayed the  formation of a  permanent 



s t a f f  by n i n e  months and thus  sha rp ly  l i m i t e d  our a b i l i t y  du r ing  
1968 t o  adv i se  and confer  wi th  many i n t e r e s t e d  s t a t e s ,  we would 
have f u l l y  achieved our  o r i g i n a l  two-year goa l  of Regular members 
o f  more than 30 s t a t e s .  We a r e  we l l  on t h e  way t o  ca t ch ing  up 
now, though. Such a  de lay  i s  minimal i n  development of govern- 
mental  programs, I am s u r e  you would agree .  

I  would d i g r e s s  f o r  a  moment t o  desc r ibe  b r i e f l y  t h e  i s s u e s  
t h a t  r equ i r ed  some s t a t e  a c t i o n  wi th  regard  t o  s t a t e  t a x a t i o n  of 
m u l t i s t a t e  bus iness ,  and t h a t  even tua l ly  r e s u l t e d  i n  c r e a t i o n  of 
t h e  Tax Compact Commission. 

The problems of s t a t e  and l o c a l  t a x a t i o n  o f  m u l t i s t a t e  
bus iness  have been we l l  documented. While many of you a r e  no 
doubt s e n s i t i v e  t o  t h e  n a t i o n a l  barrage  of c r i t i c i s m  aimed a t  
s t a t e  and l o c a l  t a x  adminis t ra tors- -which  grew o u t  of t he  r e sea rch  
of t h e  W i l l i s  subcommittee--you must recognize t h a t  many bus iness -  
men b e l i e v e  t h a t  c u r r e n t  s t a t e  and l o c a l  t a x  systems a r e  i n e q u i t a b l e  
and i n e f f e c t i v e .  Federal  l e g i s l a t i o n  i n  t h e  a r e a  of i n t e r s t a t e  
t a x a t i o n  has been supported by numerous i n d i v i d u a l  bus iness  f i rms  
a s  w e l l  a s  many n a t i o n a l  bus iness  o rgan iza t ions - - the  Chamber of 
Commerce of t h e  United S t a t e s ,  the  National  Associa t ion  of 
Wholesalers,  t he  National  Associa t ion  of Manufacturers ,  t h e  
Nat ional  Food Brokers Assoc ia t ion ,  and t h e  Nat ional  I n d u s t r i a l  
Counc i l - - to  mention some of t h e  more outspoken suppor t e r s  of 
f e d e r a l  a c t i o n .  Business f i rms and bus iness  o rgan iza t ions  have 
suppor ted  f e d e r a l  l e g i s l a t i o n ,  a t  l e a s t  i n  p a r t ,  because they do 
n o t  b e l i e v e  t h a t  t he  s t a t e s  would a c t  t o  so lve  t h e  problems. 

I t  has gene ra l ly  been agreed t h a t  bus iness  f o r  many y e a r s  
has  been f a c i n g  inc reased  complexity i n  dea l ing  wi th  c o n f l i c t s  
and even confus ion a r i s i n g  from d i f f e r e n t  i n t e r p r e t a t i o n s  and 
varying r e g u l a t i o n s  i n  s t a t e  t a x  laws. There be ing no one 
p l a c e  where bus iness  could go i n  an e f f o r t  t o  d i scuss  and so lve  
t h e s e  complexi t ies  a t  s t a t e  l e v e l  of  a u t h o r i t y ,  bus iness  
even tua l ly  went t o  Congress; and o u t  of t hese  p r a c t i c a l  problems 
of bus iness  ope ra t ions  a rose  the  W i l l i s  B i l l .  Support f o r  it 
i n  Congress was q u i t e  s t rong  because t h e r e  was a  r eco rd ,  up 
u n t i l  r ecen t  y e a r s ,  of i n a c t i o n  on the  p a r t  of s t a t e  a d m i n i s t r a t o r s ,  
which was i n t e r p r e t e d  a s  be ing i n d i c a t i v e  of l ack  of concern.  

Regardless of disagreement,  a l l  p a r t i e s ,  i nc lud ing  the  
suppor t e r s  of t h e  Compact, t h e  opponents of t h e  Compact and t h e  
W i l l i s  Committee i t s e l f ,  agree t h a t  t h e  main o b j e c t i v e  i s  t o  
achieve  and provide  maximum uniformi ty  i n  t h e  a d m i n i s t r a t i o n  of 
s t a t e  t axes  a s  they  a f f e c t  companies engaged i n  m u l t i s t a t e  
bus iness .  

However, t he  proposal  now presented  i n  Congress does n o t  i n  
any way provide  uni formi ty  i n  t a x  admin i s t r a t ion .  I n i t i a l l y  
t h e s e  proposals  were t o  superimpose Federa l  a d m i n i s t r a t i o n  over  
s t a t e  a d m i n i s t r a t i o n - - t h i s  has been withdrawn t empora r i ly .  The 
p roposa l s  cont inue  t o  provide  m a t e r i a l  l i m i t a t i o n s  on t h e  j u r i s -  
d i c t i o n  of s t a t e s  t o  levy t axes .  This l i m i t a t i o n ,  however, i s  
j u s t  t h a t .  I t  does n o t  provide uni formi ty  b u t ,  a s  a  m a t t e r  o f  
f a c t ,  i n  a  number of m a t e r i a l  ways? provides  new p r e f e r e n c e s - -  
i n  o t h e r  words, new a reas  of nonuniformity.  



I t  does not provide  uniformity' except t ha t  of a most spec ious  
t ype .  To exempl i fy ,  we have a  growing and serious crime ra te  in 
t h e  count ry .  I f  a r s o n ,  a s s a u l t ,  and rape  were t o  be s t r i c k e n  from 
t h e  l i s t  o f  c r imes ,  were t o  be exempt from t h e  j u r i s d i c t i o n  of 
t h e  c o u r t s ,  it would reduce t h e  crime r a t e  and s t a t i s t i c a l l y  
show an improvement i n  t h e  o v e r a l l  cr ime p i c t u r e .  In f ac t ,  a l l  
we would have accomplished is an i n c r e a s e  i n  o u r  ignorance  a s  t o  
what i s  r e a l l y  happening. 

I n  t h i s  r ega rd  may I make two subpo in t s .  F i r s t ,  t h e  House 
Subcommittee h a s  a l r e a d y  been f u n c t i o n i n g  f o r  approximate ly  t e n  
yea r s  i n  c o n s i d e r i n g  j u s t  a  few a s p e c t s  o f  m u l t i s t a t e  t a x a t i o n .  
Do you r e a l l y  want t o  wa i t  t h i s  many more y e a r s  f o r  answers t o  
each  new s e t  o f  problems which have n o t  a s  y e t  been cons idered?  

Secondly, we cannot  i gno re  t h a t  unkformity o r  t h e  l ack  o f  
un i fo rmi ty  is no t  a  c o n s i d e r a t i o n  o f  t p x  l e g i s l a t i o n  a lone .  I t  
n e c e s s a r i l y  and e s s e n t i a l l y  i nvo lves  t ~ x  a d m i n i s t r a t i o n  a s  it 
is  c a r r i e d  o u t  through t h e  use of r e g u l a t i o n s .  I n  f a c t ,  I 
b e l i e v e  a  major p a r t  o f  nonuniformity i s  i n  t h e  f i e l d  o f  r e g u l a -  
t i o n s .  C l e a r l y ,  t h i s  is an a r e a  where t h e  c o o p e r a t i v e  approach 
o f  t h e  Compact can be immediately and s i g n i f i c a n t l y  e f f e c t i v e .  
Thus, i f  an  i n d i v i d u a l  chooses t o  t u r n  h i s  back on t h e  e f f o r t  
o f  t h e  s t a t e s  a t  t h i s  t ime,  he must commit h imsel f  t o  a  t heo ry  
o f  ex t remely  l i m i t e d  s t e p s  towards un i fo rmi ty  through Federa l  
l e g i s l a t i o n ,  and on t h e  o t h e r  hand a  con t inu ing  expans ion  of 
Federa l  a u t h o r i t y  and even tua l  d i c t a t i o n  ove r  s t a t e  t a x  admini-  
s t r a t i o n .  

We t r u l y  b e l i e v e  t h a t  t h e  e f f e c t  o f  H.R. 7906 c o n s t i t u t e s  a  
d i r e c t  t h r e a t  t o  t h e  independent a u t h o r i t y  and p o l i t i c a l  i n t e g r i t y  
of  every  s t a t e  a s  a  d i r e c t  r e s u l t  o f  i n e v i t a b l e  Fede ra l  d i c t a t i o n  
of s t a t e  t a x  a d m i n i s t r a t i o n  and s t a t e  t a x  s t r u c t u r e .  This  i s  based  
upon t h e  op in ions  o f  American c o n s t i t u t i o n a l  a u t h o r i t i e s  commencing 
wi th  Alexander Hamilton and John Marshal l .  And we f u r t h e r  b e l i e v e  
t h a t  t h e  p r i n c i p a l  s u p p o r t e r s  of  H.R. 7906 i n t e n d  t h i s .  

Also ,  i t  is c e r t a i n  t h a t  t h i s  Federa l  l e  i s l a t i o n ,  s i n c e  t h e  
Fede ra l  Government can d e a l  only w i th  companfes i n  i n t e r s t a t e  
commerce, does and must c r e a t e  d i s c r i m i n a t o r y  p r e f e r e n c e s - - a s  
one a u t h o r i t y  h a s  p u t  i t ,  t h e  a c t  is in tended t o  achieve  s u b s t a n t i a l  
un i fo rmi ty  o f  exemption through many common p r a c t i c e s ,  such a s  . 
t h e  use of agen t s ,  s u b s i d i a r y  o r  r e l a t e d  c o r p o r a t i o n s ,  t r a n s i e n t  
salesmen,  consignments,  and s o  on. 

The Committee on Economic Development i n  a  s t u d y  on s t . a t e  
government pub l i shed  i n  J u l y  1967 concluded:  " E i t h e r  t h e  s t a t e s  
must e n t e r  i n t o  vo lun ta ry  compacts o r  t h e  n a t i o n a l  government 
should use i t s  power and r e s p o n s i b i l i t y  under t h e  i n t e r s t a t e  
commerce c l a u s e  of t h e  C o n s t i t u t i o n  t o  reduce t a x  i n t e r f e r e n c e  
by t h e  s t a t e s  upon t h e  f r e e  flow o f  commerce a c r o s s  s t a t e  l i n e s .  

"The Council  o f  S t a t e  Governments h a s  r e c e n t l y  proposed an 
i n t e r s t a t e  compact which d e a l s  wi th  t h e  j u r i s d i c t i o n a l  a s p e c t s  
o f  s t a t e  t a x a t i o n  of  m u l t i s t a t e  bus ines ses  and t h i s  has a l r e a d y  
been in t roduced  i n  e i g h t  s t a t e  l e g i s l a t u r e s .  Rut i f  most o f  t h e  
s t a t e s  do n o t  v o l u n t a r i l y  e n t e r  i n t o  agreements o f  t h i s  k ind  
t h e  Congress should  under take  a c t i o n .  



"A sys tem o f  un i form r e g u l a t i o n s  e s t a b l i s h i n g  e q u i t a b l e  and 
c l e a r  l i m i t s  o f  t a x  j u r i s d i c t i o n  upon i n t e r s t a t e  b u s i n e s s e s  by 
i n d i v i d u a l  s t a t e s  s h o u l d  be e n a c t e d  by Congress  i f  n o t  a s s u r e d  by 
a compact o f  t h e  s t a t e s . "  

One f u r t h e r  comment s h o u l d  be made a s  t o  t h e  t h r e a t  t o  t h e  
s t a t e s .  Some a d m i n i s t r a t o r s ,  from s t a t e s  n o t  p a r t i c i p a t i n g  i n  Com- 
m i s s i o n  a c t i v i t i e s  e i t h e r  a s  Regula r  o r  A s s o c i a t e  members, have 
s a i d  t h a t  " t h e  t h r e a t  is p a s t " ,  t h a t  "we can l i v e  w i t h  t h e  p r e s e n t  
l e g i s l a t i o n " ;  t h a t  "only a  few minor amendments t o  t h e  Willis o r  
Kodino b i l l  w i l l  make t h i s  l e g i s l a t i o n  p a l a t a b l e " .  T h i s  v iewpoin t  
i s  s e l f - d e l u d i n g ,  i n  my judgment .  

F i r s t ,  t h e  p roposed  l e g i s l a t i o n  would r e v e r s e  t h e  S c r i p t o  
d e c i s i o n  a s  t h e  law of  t h e  l a n d  and would i n  t h e  l anguage  of  t h e  
Supreme Cour t  i n  S c r i p t o  "open t h e  g a t e s  t o  t h e  stampede of  
t a x  avo idance" .  

Second,  t h e  p roposed  F e d e r a l  l e g i s l a t i o n  s p e c i f i c a l l y  d e c l a r e s  
and warns t h a t  Congress  i s  c o n t i n u i n g  a  s t u d y  of  s t a t e  t a x a t i o n  w i t h  
t h e  i n t e n t i o n  of  p r o p o s i n g  a d d i t i o n a l  F e d e r a l  l e g i s l a t i o n  t o  r e s o l v e  
"any problems" a r i s i n g  from s t a t e  t a x a t i o n  of  i n t e r s t a t e  commerce-- 
r e g a r d l e s s  o f  e s t a b l i s h e d  law under  d e c i s i o n s  o f  t h e  Supreme C o u r t .  

F i n a l l y ,  t h e  p roposed  f e d e r a l  l i g i s l a t i o n  i s  j u s t  an opening  
wedge. The t h r e a t  o f  t h e  f u t u r e  can be found most c l e a r l y  i n  t h e  words 
o f  t h e  f l o o r  l e a d e r s  f o r  t h e  f e d e r a l  l e g i s l a t i o n  and t h e i r  s u p p o r t e r s .  

One d e c l a r e d  " t h e  f u t u r e  may i n d i c a t e  some o f  t h o s e  s i t u a t i o n s  
t h a t  need even  g r e a t e r  a t t e n t i o n " .  

A second  advoca te - -"what  we a r e  t r y i n g  t o  do h e r e  i s  t o  t a k e  a  
n e c e s s a r y  f i r s t  s t e p " .  

And s t i l l  another--"H.R.  2158 i s  a  monumental b i l l  a s  f a r  a s  i t  
goes b u t  I wish t o  r e i t e r a t e  i t  does n o t  u i t e  f a r  enough.*** 
f o r t u n a t e l y  T i t l e  I Y  o f  t h i s  l e g m t G  pro& c o n t ~ n u e d  con-  
g r e s s i o n a l  s c r u t i n y " .  

Then a g a i n - - " t h e  Commerce Clause  i s  c i t e d  as  j u s t i f i c a t i o n  f o r  
e v e r y  c o n c e i v a b l e  t y p e  o f  f e d e r a l  program. On t h e  t a b l e  a t  Mrs. 
Murphy's b o a r d i n g  house  t h e r e  s t a n d s  a  s a l t  s h a k e r  c o n t a i n i n g  s a l t  
s o l d  i n  i n t e r s t a t e  commerce. We have been t o l d  t h a t  Congress  has  a  
r e s p o n s i b i l i t y  t o  r e g u l a t e  p u r e l y  l o c a l  m a t t e r s " .  The s p e a k e r  con-  
c l u d e d  t h a t  t h i s  r e s p o n s i b i l i t y  s h o u l d  encompass s t a t e  t a x a t i o n  o f  
b u s i n e s s  . 

And f i n a l l y - - i t  is  n o t  p r e t e n d e d  t h a t  " t h i s  b i l l  i s  p e r f e c t " ;  
i t  i s  a  " p i o n e e r i n g  e f f o r t  i n  a  c h a l l e n g i n g  f i e l d " .  

The e f f o r t s  o f  t h o s e  who have proposed  and worked t o  e s t a b l i s h  
t h e  Commission have been d i r e c t e d  toward c o n s t r u c t i v e l y  s o l v i n g  a  
new problem o f  our  t i m e s .  The C . E . D .  q u o t e  i n  my r e p o r t  u n d e r l i n e s  
t h i s .  The f o l l o w i n g  e x c e r p t s  from remarks o f  s e v e r a l  g o v e r n o r s  who 
were a c t i v e l y  i n t e r e s t e d  i n  t h e  f o r m a t i o n  o f  t h i s  Commission i l l u s -  
. t r a t e  t h i s .  



"* * * t h e  most e x p e d i t i o u s  i s  t h e  methodology o f  t h e  M u l t i s t a t e  
Tax Compact which p rov ides  t h e  machinery f o r  v o l u n t a r y  and c o l l e c t i v e  
i n t e r s t a t e  s o l u t i o n s  * * *". - - Ot to  Kerner,  I l l i n o i s .  

"The M u l t i s t a t e  Compact i s  an e f f o r t  by t h e  s t a t e s  t o  i n s u r e  
t h a t  t a x e s  a r e  e q u i t a b l e  t o  m u l t i s t a t e  t a x p a y e r s ,  and a l s o  e q u i t a b l e  
t o  l o c a l  t axpaye r s  and t o  l o c a l  and s t a t e  governments * * *".  - -  
John A .  Love, Colorado. 

"The s t a t e s  should  be  f r e e  t o  de s ign  and make r u l e s  f o r  t h e  
e q u i t a b l e  a d m i n i s t r a t i o n  o f  t a x e s .  This  M u l t i s t a t e  Tax Compact is 
a  s t e p  toward t h e  r e a l i z a t i o n  of  t h i s  goa l  * * *". - -  Stan  Hathaway, 
Wyoming. 

"The Compact i s  d r a f t e d  i n  such a  manner a s  t o  p rov ide  e q u i t a b l e  
t r e a t m e n t  f o r  t h e  m u l t i s t a t e  taxpayer  and ma in t a in  t h e  neces sa ry  
autonomy t o  a l l ow  s t a t e  and l o c a l  governments t o  o p e r a t e  e f f e c t i v e l y  
* * *". - -  Roger D. Branig in ,  Indiana .  

"The s t a t e s  must be w i l l i n g  t o  assume t h e  r e s p o n s i b i l i t i e s  o f  
s e l f -gove rnmen t ,  which i nc ludes  p rov id ing  adequate  f i n a n c i a l  r e s o u r c e s .  
Only by such  a c t i o n  can t hey  keep t h e i r  f i s c a l  and p o l i t i c a l  indepen-  
dence . '  The Compact p rov ides  u s  w i th  t h e  t o o l  t o  t a k e  such  a c t i o n .  
I t  is a  t e s t  o f  our whole Fede ra l  system * * *'I. - -  Danie l  J. Evans, 
Washington. 

For a  number of  y e a r s  t h e  Nat iona l  Governors '  Conference h a s  
exp re s sed  o p p o s i t i o n  t o  f e d e r a l  l e g i s l a t i o n  which would r e s t r i c t  t h e  
t a x i n g  j u r i s d i c t i o n  of  t h e  s t a t e  and p rov ide  p r e f e r e n t i a l  t a x  immunity 
t o  f avo red  m u l t i s t a t e  bus ines se s ,  and has  expressed  f u l l  s u p p o r t  f o r  
l e g i s l a t i o n  which would g ive  cong re s s iona l  approval  t o  t h e  enactment 
of  t h e  M u l t i s t a t e  Tax Compact by t h e  s t a t e s .  

T h i s  Conference now goes one s t e p  f u r t h e r  i n  suppor t i ng  an ex -  
panded and/or  s p e c i f i c  v e r s i o n  o f  a  cong re s s iona l  consen t  b i l l  f o r  
t h e  M u l t i s t a t e  Tax Compact t o  a l l a y  exp re s s ions  of  concern  i n  t h e  
Congress t h a t  t h e  o r i g i n a l  consent  b i l l  s e t  o u t  on ly  a  broad  s t a t e -  
ment o f  pu rpose ,  and t o  coun te r  c la ims  t h a t  t h e  s t a t e s  were s eek -  
i ng  a  s o r t  of b lank  check i n  t h e  a r e a  of  m u l t i s t a t e  t a x a t i o n .  

The Conference t h e r e f o r e  urges  Congress t o  enac t  l e g i s l a t i o n ,  
d r a f t e d  by t h e  Advisory Commission on In te rgovernmenta l  R e l a t i o n s  
i n  c o l l a b o r a t i o n  w i t h  t h e  Council  of  S t a t e  Governments, which i n -  
c o r p o r a t e s  t h e  M u l t i s t a t e  Tax Compact and exp re s se s  cong re s s iona l  
consen t  t o  enactment by t h e  s t a t e s  o f  a  compact s u b s t a n t i a l l y  t h e  
same t h e r e t o ,  p l u s  t h e  fo l l owing  a d d i t i o n a l  p r o v i s i o n s :  

(1)  The t h r e e -  f a c t o r  formula (Uniform Div i s ion  o f  Income 
f o r  Tax Purposes Act)  developed by t h e  Na t iona l  
Conference of Commissioners on Uniform S t a t e  Laws is 
made mandatory f o r  n e t  income t a x e s  upon s t a t e s  which 
have n o t  enac ted  t h e  Compact by J u l y  1, 1971; 

( 2 )  S t a t e s  a r e  given j u r i s d i c t i o n  t o  r e q u i r e  c o l l e c t i o n  
of  s a l e s  t a x  by s e l l e r s  making i n t e r s t a t e  d e l i v e r i e s  
i n t o  a  s t a t e  i f  t h e  s e l l e r  makes r e g u l a r  household  
d e l i v e r i e s  t h e r e ;  and 



( 3 )  Income t a x e s  may be imposed on c o n g r e s s i o n a l  s a l a r i e s  
only  by t h e  d i s t r i c t  and s t a t e  r e p r e s e n t e d  by t h e  
Congressman. 

Reso lu t i on  of  Na t iona l  Governors '  Congerence, Colorado Sp r ings ,  
Colorado,  August 31 - September 3, 1969. 

CHAIRMAN'S REPORT 
APPENDIX "B" 

WfW BUSINESS SHOULD SUPPORT THE MULTISTATE TAX COMMISSION 

by Char les  B .  Bayly,  J r .  

When ou r  Founding Fa the r s  c r e a t e d  t h e s e  Uni ted  S t a t e s  under t h e  
C o n s t i t u t i o n ,  t h e  need f o r  t h e  M u l t i s t a t e  Tax Commission was l a i d .  
I t  took one hundred and s even ty  y e a r s  from 1789 t o  1959 f o r  t h i s  need 
t o  become p r e s s i n g .  During t h i s  t ime each  S t a t e ,  a s  one o f  t h e  United 
S t a t e s  wi th  a l l  powers of  government, no t  d e l e g a t e d  t o  t h e  Fede ra l  
Government, r a i s e d  most o f  i t s  needed t a x  revenue under  i ts  own t a x -  
i n g  system by t a x i n g  i t s  own r e s i d e n t s  and b u s i n e s s e s .  

TAXING OUT-OF-STATE TAXPAYERS 

With t h e  growth o f  t h e  c o r p o r a t e  b u s i n e s s  s t r u c t u r e ,  t h e  growth 
and m o b i l i t y  of ou r  popu la t i on ,  and more r e c e n t l y  and e s p e c i a l l y  t h e  
e v e r - i n c r e a s i n g  need of  t h e  s t a t e s  and t h e i r  l o c a l i t i e s  f o r  a d d i t i o n a l  
t a x  revenue,  a l l  s t a t e s  and l o c a l i t i e s  have looked t o  t h e  o u t - o f - s t a t e  
r e s i d e n t  and o u t - o f - s t a t e  b u s i n e s s ,  d e r i v i n g  income t h e r e  and r e -  
c e iv ing  governmental p r o t e c t i o n  and s e r v i c e s ,  t o  pay t h e i r  s h a r e  of 
t h e s e  t a x e s .  Th i s  t r e n d  has  been based  upon t h r e e  o b j e c t i v e s  t o :  

(1) r a i s e  t h e  neces sa ry  t a x  revenue;  

( 2 )  preven t  t h e  e v e r - i n c r e a s i n g  t a x  burden  from f a l l i n g  
e x c l u s i v e l y  on r e s i d e n t  t axpaye r s  and s t a t e - b a s e d  
b u s i n e s s e s ;  and 

( 3 )  r e q u i r e  o u t - o f - s t a t e  r e s i d e n t s  and b u s i n e s s e s  t o  
shou lde r  t h e i r  s h a r e  o f  t h e  t a x  burden ,  commensurate 
w i t h  t h e  governmental p r o t e c t i o n  t h a t  t h e i r  i n - s t a t e  
and l o c a l  a c t i v i t i e s  e n t i t l e  them t o  r e c e i v e  a long  w i t h  
a l l  o t h e r  persons  w i t h i n  t h e  community. 

During t h i s  170-year p e r i o d ,  p r e v i o u s l y  r e f e r r e d  t o ,  t h e  Supreme 
Court  o f  t h e  Uni ted  S t a t e s ,  making law on a  ca se -by -case  b a s i s ,  de-  
c i d e d  how f a r  t h e  s t a t e s  and l o c a l i t i e s  cou ld  go i n  t a x i n g  t h e  o u t -  
o f - s t a t e r .  The t r e n d  o f  de termining  what i n - s t a t e  a c t i v i t i e s  gave 
j u r i s d i c t i o n  over ou t -o f  s t a t e  b u s i n e s s :  

(1)  i n  t h e  f i e l d  of  f r a n c h i s e  and income t a x a t i o n  began 
w i th  t h e  requi rement  of  doing  a  l o c a l  b u s i n e s s  and 
q u a l i f i c a t i o n  i n  t h e  t a x i n g  s t a t e  and expanded t o  
merely t h e  requirement of doing an i n t e r s t a t e  b u s i n e s s  
i n  t h e  t a x i n g  s t a t e  o r  l o c a l i t y  through n o n - r e s i d e n t  
r e p r e s e n t a t i v e s  ; and 

( 2 )  i n  t h e  f i e l d  of  s a l e s  and u se  t a x a t i o n  and c o l l e c t i o n  



began with the same requi rement  o f  doing a l o c a l  
b u s i n e s s  and q u a l i f i c a t i o n  i n  t h e  t a x i n g  s t a t e  and 
expanded t o  merely t h e  requirement of  making s a l e s  by 
any means t h e r e .  This  i s  t h e  market  t heo ry  of  t a x  
j u r i s d i c t i o n .  

With b u s i n e s s ,  l a r g e  and sma l l  making s a l e s  i n  more and 
more s t a t e s  and l o c a l i t i e s  and t h e  i n c r e a s i n g  number of  s t a t e s  and 
l o c a l i t i e s ,  imposing a l l  o f  t h e s e  k inds  o f  t a x e s  on o u t - o f - s t a t e  
b u s i n e s s  a t  e v e r - i n c r e a s i n g  r a t e s ,  t axpaye r s  found themselves f a c i n g  
a  more and more imposs ib le  burden o f  t a x  compliance i n  a l l  
s t a t e s  and l o c a l i t i e s ,  g r an t ed  t h i s  newly con fe r r ed  t a x i n g  power. 
This  s i t u a t i o n  was compounded, no t  on ly  by t h e  d i v e r s i t y  of  s t a t e  
and l o c a l  t a x i n g  p rov i s ions  under t h e  same g e n e r a l  t a x  s t r u c t u r e s ,  
b u t  a l s o  by t h e  d i v e r s i t y  i n  i n t e r p r e t a t i o n  and a d m i n i s t r a t i o n  of  
t h e  same gene ra l  s t a t u t o r y  p r o v i s i o n s .  

JURISDICTIONAL BALANCE RESTORED BY PUBLIC LAW 86-272 AND SUPREME COURT 

Congress and t h e  United S t a t e s  Supreme Court  bo th  have d e c l a r e d  a  
h a l t  t o  t h i s  t r e n d  toward t h e  u l t i m a t e  s t a t e  and l o c a l  t a x  j u r i s d i c -  
t i o n a l  c la im - -  t h a t  merely f u r n i s h i n g  a market g i v e s  t a x  j u r i s d i c t i o n .  

Thus under Pub l i c  Law 86-272 o f  September 14 ,  1959 s t a t e s  and 
l o c a l i t i e s  cannot  impose income and f r a n c h i s e  t a x e s ,  measured by i n -  
come, on an i n t e r s t a t e  b u s i n e s s ,  u n l e s s  engaging i n  more t h a n  s o l i c i - ,  
t a t i o n  t h e r e  by i ts  own employees.1 The r e s u l t  of  t h e  method by 
which i n t e r s t a t e  bus ines s  g e n e r a l l y  o p e r a t e s  is t h a t  such  t a x i n g  
j u r i s d i c t i o n  i s  n o t  g e n e r a l l y  a s s e r t e d ,  u n l e s s  t h e  o u t - o f - s t a t e  
bus ines s  ma in t a in s  an o f f i c e  i n  t h e  t a x i n g  s t a t e  f o r  doing  a t  l e a s t  
an i n t e r s t a t e  bus ines s .  The United S t a t e s  Supreme Court a p p l i e s  t h e  
same r u l e  t o  g ros s  r e c e i p t s  o r  o t h e r  d i r e c t  t a x e s 2  and i n  a d d i t i o n  
r e q u i r e s  e i t h e r  some pe r sona l  s a l e s  a c t i v i t y  o r  i nven to ry  h e l d  f o r  
f u t u r e  s a l e  i n  a  s t a t e  be fo re  t h e  o b l i g a t i o n  can be imposed on o u t -  
o f - s t a t e  bus ines se s  t o  c o l l e c t  a  s t a t e ' s  use  t a x . 3  The Court  ha s  
a l s o  even s t r o n g l y  i n d i c a t e d  t h a t  t h e s e  same r u l e s  apply  t o  f i n d  
j u r i s d i c t i o n  f o r  l o c a l  t a x a t i o n  and t h a t  each coun t ry ,  c i t y  and 
s choo l  d i s t r i c t  cannot  p e r  s e  borrow i t s  s t a t e ' s  t a x i n g  power over  
o u t - o f - s t a t e  bus ines s  .4 

UNIFORM STATE AND LOCAL TAX APPROACH NEEDED 
UNDER PRESENT JURISDICTIONAL RULES 

For e a s e  o f  and r e s u l t i n g  b e t t e r  taxpayer  compliance under  
e x i s t i n g  t a x  law: 

73 STAT. 555, 15 U.S.C. Sec t i ons  381-384 

N i  e r t  v  C i t  o f  Richmond, 327 U.S. 415 (1946) ;  s e e  Dunbar- 
3t::ley S t u d i i s ,  Inc .  v. S t a t e  of  Alabama, 393 U . S .  8 1 m ) .  

Nat iona l  B e l l a s  Hess, Inc .  v.Department o f  Revenue, 386 U.S. 
353 (1967).  

Note 3 a t  759-760. 



( 1 )  A l l  of t h e s e  s t a t u t o r y  and court-made j u r i s d i c t i o n a l  
r u l e s  r e q u i r e  un i form i n t e r p r e t a t i o n .  

( 2 )  The common s t a t u t o r y  p r o v i s i o n s  o f  s t a t e  and l o c a l  
income, f r a n c h i s e ,  c a p i t a l  s t o c k ,  and s a l e s  and u s e  
t a x e s  r e q u i r e  uniform i n t e r p r e t a t i o n .  

( 3 )  The Uniform D i v i s i o n  o f  Income For Tax Purposes  Act 
f o r  C o r p o r a t i o n  income and f r a n c h i s e  t a x  a l l o c a t i o n  and 
a p p o r t i o n m e n t ,  now e n a c t e d  i n  about  t h i r t y  s t a t e s ,  
r e q u i r e s  un i form i n t e r p r e t a t i o n .  

( 4 )  Tax r e p o r t i n g  forms f o r  t h e  same t a x e s  i n  a l l  s t a t e s  
and l o c a l i t i e s  r e q u i r e  more u n i f o r m i t y .  

Achieving t h i s  u n i f o r m i t y  i s  t h e  work of t h e  M u l t i s t a t e  Tax 
Commission, o p e r a t i n g  under  b o t h  e x i s t i n g  law ( s t a t u t o r y  and c a s e )  
and t h e  M u l t i s t a t e  Tax Compact. Committees o f  t h e  Commission, made 
up o f  b o t h  t a x  a d m i n i s t r a t o r s  and t a x p a y e r  r e p r e s e n t a t i v e s ,  a r e  e n -  
gaged i n  f o r m u l a t i n g  un i form r e g u l a t i o n s  i n  a l l  o f  t h e s e  a r e a s .  A l l  
b u s i n e s s  i s  i n v i t e d  t o  j o i n  and p a r t i c i p a t e  i n  t h e  work of  each one 
o f  t h e s e  commit tees .  I f  t h i s  i n v i t a t i o n  i s  n o t  a c c e p t e d ,  b u s i n e s s  
c a n  a t  l e a s t  p a r t i c i p a t e  i n  h e a r i n g s  b e f o r e  t h e s e  r e g u l a t i o n s  a r e  
p romulga ted ,  s i m i l a r  t o  h e a r i n g s  under  t h e  F e d e r a l  and S t a t e  admin i -  
s t r a t i v e  p r o c e d u r e  laws.  In  a d d i t i o n  b u s i n e s s  c a n  make i t s  c o n s t r u c -  
t i v e  view known and i n f l u e n c e  f e l t  i n  many o t h e r  ways and a t  any 
t i m e  i n  t h e  work o f  t h e  Commission. 

ALL BUSINESS I S  BOTH AN OUT-OF-STATE AND IN-STATE TAXPAYER 

Bus iness  a l s o  h a s  a  d i r e c t  f i n a n c i a l  i n t e r e s t  i n  s u p p o r t i n g  t h e  
work o f  t h e  Commission. 

Under p r e s e n t  c i r c u m s t a n c e s  of  t a x p a y e r  compliance s t a t e s  and 
l o c a l i t i e s  a r e  n o t  a b o u t  t o  c e a s e  i n c r e a s i n g  t h e i r  r a t e s  o f  p r e s e n t l y  
e x i s t i n g  t a x e s ,  b roadening  t h e i r  t a x  b a s e ,  and imposing new t a x e s .  
S t a t e s  and l o c a l i t i e s  a r e  n o t  a b o u t  t o  c e a s e  e i t h e r  a t t e m p t i n g  t o  t a x  
o u t - o f - s t a t e  b u s i n e s s  t o  h e l p  e a s e  t h e  t a x  l o a d  on t h e i r  own i n - s t a t e  
b u s i n e s s e s  and r e s i d e n t s  o r  r e q u i r i n g  t h e  o u t - o f - s t a t e r ,  conduc t ing  
b u s i n e s s  a c t i v i t i e s  i n  t h e  s t a t e ,  t o  pay f o r  governmental  s e r v i c e s  
and p r o t e c t i o n  f u r n i s h e d .  Taxpayers  can  do a  m u l t i s t a t e  b u s i n e s s  
o n l y  u n d e r  t h e s e  c o n d i t i o n s .  

A l l  b u s i n e s s  i s  a l a r g e  t a x p a y e r  (from h i s  p o i n t  of view) i n  h i s  
home s t a t e .  I f  f o r  no o t h e r  r e a s o n  t h e n  t h a n  t o  s low down t h e  e v e r -  
i n c r e a s i n g  t a x  burden  i n  and e a s e  h i s  own h o m e - s t a t e  t a x  l o a d ,  b u s i -  
n e s s  s h o u l d  n o t  o n l y  want t o  r e q u i r e  o u t - o f - s t a t e  b u s i n e s s  t o  h e l p  
s h a r e  t h i s  l o a d ,  b u t  a l s o  i n  o r d e r  t o  i n s u r e  such  r e s u l t  t o  e a s e  t h e  
burdens  of compliance by such  o u t - o f - s t a t e  b u s i n e s s  i n  h i s  own home 
s t a t e .  Under un i form and r e c i p r o c a l  t a x  t r e a t m e n t  a t  t h e  same t i m e  
t h i s  w i l l  e a s e  h i s  own t a x  compliance burdens  i n  t h o s e  o t h e r  s t a t e s  
w i t h  t a x  j u r i s d i c t i o n  o v e r  him. 

The s t a t e s  and l o c a l i t i e s  th rough  t h e  M u l t i s t a t e  Tax Commission 
a r e  a t t e m p t i n g  t o  t h e  e x t e n t  o f  t h e i r  a b i l i t y  and t a x p a y e r s '  h e l p  
and c o o p e r a t i o n  t o  a c h i e v e  t h a t  u n i f o r m i t y  of  s t a t u t e ,  i n t e r p r e t a t i o n ,  
and a d m i n i s t r a t i o n  n e c e s s a r y  t o  f a c i l i t a t e  t a x  compliance by 



o u t - o f - s t a t e  b u s i n e s s .  Th i s  work p r e s e n t l y  i s  t h e  on ly  e f f o r t  t h a t  
h a s  a  chance of  a ch i ev ing  t h e s e  g o a l s .  

INCREASED NEED FOR MULTISTATE TAX COMMISSION 
IF FEDERAL LEGISLATION ENACTED 

The work o f  and s u p p o r t  and p a r t i c i p a t i o n  by b u s i n e s s  i n  t h e  
M u l t i s t a t e  Tax Commission a r e  needed, i f  t h e  F e d e r a l  I n t e r s t a t e  Tax- 
a t i o n  Act (H.R. 7906 - t h e  Rodino B i l l )  i s  n o t  e n a c t e d .  The need 
w i l l . b e  even more u r g e n t ,  i f  t h i s  B i l l  i n  i t s  p r e s e n t  form o r  i n  any 
form changing e x i s t i n g  law i s  enac t ed .  In  t h i s  even t  t h e  major  
q u e s t i o n  w i l l  be  t o  what e x t e n t  t h e  r u l e s  of  s t a t e  and l o c a l  t a x a t i o n  
of  m u l t i s t a t e  b u s i n e s s ,  developed by t h e  Supreme Court  ove r  many 
y e a r s  t o  d a t e ,  a s  modi f ied  by P u b l i c  Law 86-272 ( p r e v i o u s l y  r e f e r r e d  
t o )  i n  t h e  a r e a  of  income and f r a n c h i s e  t a x e s ,  measured by income, 
w i l l  have been swept away o r  o the rw i se  changed. The problem now i s  
one o f  un i form a p p l i c a t i o n ,  i n t e r p r e t a t i o n ,  and enforcement  of  w e l l -  
e s t a b l i s h e d  r u l e s .  On enactment  o f  H . R .  7906 t h e  problem w i l l  be-- 
what a r e  t h e  new r u l e s ?  Bus iness  w i l l  n o t  on ly  welcome, b u t  despe-  
r a t e l y  need one spokesman f o r  f i f t y  s t a t e s  and t h e i r  l o c a l i t i e s  w i t h  
whom t o  work them o u t .  Tha t  spokesman i s  t h e  M u l t i s t a t e  Tax Commission. 

How w i l l  t h e s e  new problems a r i s e ,  t o  be  s o l v e d  through t h e  
j o i n t  e f f o r t s  of t h e  Commission and b u s i n e s s ?  Congress can c o n s t i t u -  
t i o n a l l y  g i v e  s t a t e s  and l o c a l i t i e s  more t a x i n g  power t h a n  p r e v i o u s l y  
a l lowed by t h e  Supreme Cour t .  The i s s u e  w i l l  t h en  b e  t o  what e x t e n t  
ha s  t h e  Rodino B i l l ,  i f  e n a c t e d ,  done so .  

Thus a f t e r  s e t t i n g  o u t  t h e  j u r i s d i c t i o n a l  r u l e s  S e c t i o n  101  of 
t h e  B i l l  r e a d s :  

"A s t a t e  o r  p o l i t i c a l  s u b d i v i s i o n  s h a l l  have power t o  
impose a c o r p o r a t e  n e t  income t a x  o r  c a p i t a l  s t o c k  t a x ,  
o r  a  g r o s s  r e c e i p t s  t a x  w i t h  r e s p e c t  t o  a  s a l e  o f  
t a n g i b l e  p e r s o n a l  p r o p e r t y ,  o r  t o  r e q u i r e  s e l l e r  
c o l l e c t i o n  o f  a  s a l e s  o r  use t a x  w i t h  r e s p e c t  t o  a  s a l e  
of  t a n g i b l e  p e r s o n a l  p r o p e r t y ,  i f  i t  i s  n o t  den i ed  power 
t o  do s o  under  t h e  preceding  s e n t e n c e . "  

Th i s  f u l l  g r a n t  o f  power i s  l i m i t e d  by P u b l i c  Law 86-272, p r e -  
v i o u s l y  r e f e r r e d  t o ,  and i s  withdrawn on ly  i n  t h e  c a s e  of  income and 
c a p i t a l  s t o c k  t a x e s  of  t h o s e  t axpaye r s ,  no t  covered by t h e  A c t ,  and 
a l s o  g r o s s  r e c e i p t s  t a x e s  on t h e  s a l e  of t a n g i b l e  p e r s o n a l  p r o p e r t y  
b u t  on ly  "wi thout  r e g a r d  t o  t h e  p r o v i s i o n s  o f  t h i s  Act ."  S e c t i o n  
523 of t h e  B i l l .  As a  r e s u l t ,  s t a t e  and l o c a l  t a x i n g  power w i l l  now 
be  based  upon t h i s  Act .  This  g r a n t  is  ve ry  broad .  Thus: 

( 1 )  S t a t e s  can e n t e r  i n t o  compacts t o  r e q u i r e  o f  t h e i r  
own r e s i d e n t s  o r  bus ine s se s  s a l e s  and u se  t a x  
c o l l e c t i o n  f o r  any o t h e r  s t a t e .  S e c t i o n  3 0 1 ( a ) ( 2 ) .  

( 2 )  Tax j u r i s d i c t i o n  can  be based  upon mere ly :  

( a )  making s a l e s  on approva l  w i t h i n  a  s t a t e .  
S e c t i o n  511 ( a )  ( 3 ) .  

(b)  owning i n v e n t o r y ,  d rop-sh ipped  from a  s u p p l i e r  i n  
any o t h e r  s t a t e .  S e c t i o n  511(a)  ( 3 ) .  



(c)  Maintaining an i n - s t a t e  r e s i d e n t  employee, 
performing more than  s o l i c i t a t i o n  t h e r e .  Sec t ion  513(c) .  

(3) These j u r i s d i c t i o n a l  r u l e s  a r e  t o  be a p p l i e d :  

(a )  under a  new S t a t u t o r y  d e f i n i t i o n  o f  i n t e r s t a t e  
commerce t h a t  makes i n t e r s t a t e  commerce what has 
been j u d i c i a l l y  determined t o  be i n t r a s t a t e  
commerce and i n t r a s t a t e  commerce what has been 
j u d i c i a l l y  determined t o  be i n t e r s t a t e  commerce. 
Sec t ion  508-510. 

(b) wi th  a b o l i t i o n  of t he  d i s t i n c t i o n  between u n i t a r y  
and nonunitary bus ines s ,  a l l o c a t i o n  and appor t ion -  
ment, and t h e  j u d i c i a l l y  determined r u l e s  of  
nexuss. Sec t ions  101, 201, and 301(b) .  

These a r e  only a  few of t he  major problems t h a t  w i l l  a r i s e ,  
i f  t h e  Rodino B i l l  becomes law. 

In  t h a t  event  s t a t e  t a x  admin i s t r a to r s  w i l l  no t  drop a l l  e f f o r t s  
t o  c o l l e c t  t axes  from o u t - o f - s t a t e  bus ines s ,  as  hoped f o r  and p r e -  
d i c t e d  by t h e  proponents of  t h i s  measure. In s t ead  i t s  g r a n t  of 
broadened s t a t e  and l o c a l  tax ing  w i l l  upse t  t he  ba lance  of t a x a t i o n  
of  m u l t i s t a t e  bus iness  t h a t  both Congress by Pub l i c  Law 86-272 i n  
1959 and the  Supreme Court i n  numerous dec i s ions  over many years  
has developed. No body of law, s e t t l e d  on a  case-by-case b a s i s  
over 180 yea r s ,  can be so  changed without  c r e a t i n g  t h e  need t o  formu- 
l a t e  a  new s e t  of r u l e s  t o  t ake  i t s  p l a c e .  In s h o r t  t h e  Rodino B i l l  
con ta in s  a  l awsu i t  i n  v i r t u a l l y  every l i n e .  

When t h e  s t a t e  and l o c a l  t a x  problems o f  bus iness  w i l l  n o t  only  
no t  be so lved  on enactment of t h i s  measure, b u t  i n s t e a d  w i l l  be 
compounded, bus iness  w i l l  f i n d  even more e s s e n t i a l  than  e v e r  a  
s t r o n g  M u l t i s t a t e  Tax Commission, r ep re sen t ing  a l l  o r  a t  l e a s t  
a s  many of t h e  s t a t e s  a s  p o s s i b l e ,  t o  work out  uniform i n t e r p r e -  
t a t i o n s  and a p p l i c a t i o n s  i n  t h e  uncharted a r eas  t h a t  w i l l  t hen  
have been opened up. 

5  - American O i l  Co. v  N e i l l ,  380 U.S. 451 (1965) ( t a x  j u r i s d i c t i o n  
above does no t  g ive  nexus t o  t a x  p a r t i c u l a r  t r a n s a c t i o n . )  



COMPACT ENACTMENTS 

The M u l t i s t a t e  Tax Compact h a s  been e n a c t e d  as a u n i f o r m  
law by t h e  n i n e t e e n  s t a t e s  a s  shown below: 

S t a t e  - 
Kansas 

Washington 

Texas 

New Mexico 

I l l i n o i s  

F l o r i d a  

Nevada 

Oregon 

M i s s o u r i  

Nebraska 

Arkansas  

Idaho 

Hawaii 

Colorado  

Wyoming 

Utah 

Montana 

North Dakota 

Michigan 

E f f e c t i v e  Date 

A p r i l  20, 1967 

June  8 ,  1967 

J u n e  1 3 ,  1967 

June  1 9 ,  1967 

J u l y  1, 1967 

August 4 ,  1967 

August 4, 1967 

September 1 3 ,  1967 

October  13, 1967 

October  23, 1967 

J a n u a r y  1, 1968 

A p r i l  1 0 ,  1968 

May 7 ,  1968 

J u l y  1, 1968 

J a n u a r y  24,  1969 

May 13 ,  1969 

J u l y  1,  1969 

J u l y  1, 1969 

J u l y  1, 1970 



ASSOCIATE MEMBER STATES 

The Commission has  made p r o v i s i o n  f o r  a s s o c i a t e  membership 
by S e c t i o n  13  of  i t s  bylaws,  a s  f o l l ows :  

13. Assoc i a t e  Membership. 

( a )  Assoc i a t e  membership i n  t h e  Compact may be 
g r a n t e d ,  by a  m a j o r i t y  v o t e  o f  t h e  Commission members, t o  
t hose  S t a t e s  which have n o t  e f f e c t i v e l y  e n a c t e d  t h e  Compact 
b u t  which have ,  through l e g i s l a t i v e  enac tmen t ,  made e f f e c t -  
i v e  adop t i on  o f  t h e  Compact dependent  upon a  subsequent  
c o n d i t i o n ,  o r  have,  through t h e i r  Governor o r  th rough a  
s t a t u t o r i l y  e s t a b l i s h e d  S t a t e  agency,  r e q u e s t e d  a s s o c i a t e  
membership. 

(b) Rep re sen t a t i ve s  of such a s s o c i a t e  members s h a l l  
no t  be e n t i t l e d  t o  v o t e  o r  t o  ho ld  a  Commission o f f i c e ,  b u t  
s h a l l  o the rw i se  have a l l  t h e  r i g h t s  o f  Commission members. 

Assoc i a t e  membership i s  ex tended  e s p e c i a l l y  f o r  s t a t e s  t h a t  
wish t o  a s s i s t  o r  p a r t i c i p a t e  i n  t h e  d i s c u s s i o n s  and  a c t i v i t i e s  o f  
t h e  Commission, even though they  have n o t  y e t  enac t ed  t h e  Compact. 
This  s e r v e s  two impor t an t  purposes :  (1) i t  p e r m i t s  and encourages  
s t a t e s  t h a t  f e e l  they  l a c k  knowledge about  t h e  Commission t o  g e t  an 
educ a t i on  through meeting w i t h  t h e  members and ( 2 )  i t  g i v e s  t h e  
Commission an  oppo r tun i t y  t o  s e e k  t h e  a c t i v e  p a r t i c i p a t i o n  and 
a d d i t i o n a l  i n f l u e n c e  of s t a t e s  who a r e  e a g e r  t o  a s s i s t  i n  a  j o i n t  
e f f o r t  i n  t h e  f i e l d  o f  t a x a t i o n  wh i l e  t hey  c o n s i d e r  o r  work f o r  
enactment  of  t h e  Compact t o  become f u l l  members. 

The fo l l owing  a r e  a s s o c i a t e  members a t  t h i s  t ime :  

Alabama * 
Alaska  
Arizona 
C a l i f o r n i a  
I nd i ana  
Louis iana  
Massachuse t t s  

New York 
Pennsylvania  
South Dakota 
Tennessee 
V i r g i n i a  
West V i r g i n i a  

*Compact enac t ed  b u t  wi th  c o n t i n g e n t  p r o v i s i o n s  making i t  n o t  
y e t  e f f e c t i v e .  



MULTISTATE TAX COMMISSION 

COMMITTEES 

Chairman: 
Vice-cha i rman:  
T r e a s u r e r :  
Blembe rs : 

BUSINESS LIAISON 

EXECUTIVE COMMITTEE 

JAMES T. McDONALD, Kansas 
C h a r l e s  B .  Bayly,  New York 
Donald Bishop ,  Texas 
F. Frank B u e h l e r ,  Ohio 
James F. D e v i t t ,  I l l i n o i s  
Wi l l i am F. F i s h e r ,  New York 
H e r b e r t  F. Freeman, C a l i f o r n i a  
A l l i s o n  Green ,  Michigan 
Rober t  Hampton, New Mexico 
John  E. Ilogan, l l l i n o i s  
Kenneth Kimbro, Texas 
George Kinnear ,  Washington 
C h a r l e s  H .  Mack, Oregon 
Paul  E. O ' B r i e n ,  Georg ia  
D r .  E.W. Sandberg ,  Colorado 
James S c h a f f n e r ,  M i s s o u r i  
Michae l  S e l t z e r ,  M i s s o u r i  

ARBITRATION 

F. NOLAN HUMPHREY, Arkansas 
Owen C l a r k e ,  M a s s a c h u s e t t s  
Welvin Soong , Hawaii 
N e i l  W i l l i a m s ,  Texas 

JOINT AUDITS 

THURE LINDSTROM, Oregon 
H e r b e r t  F. Freeman, C a l i f o r n i a  
Tomotaru Ogai ,  Hawaii 
Leon Postawko, Nevada 
Wi l l i am G r i e r ,  Kansas 
R . H .  Munzinger ,  Washington 
Howard V r a l s  t e d ,  Montana 
Bruce Walker, C a l i f o r n i a  

GEORGE KINNEAR, Washington 
James T. McDonald, Kansas 
Roy E.  Nickson,  Nevada 
John H.  Heckers ,  Colorado  
Ralph Kondo, Hawaii 
George E. Mahin, I l l i n o i s  
J .  Ed S t r a u g h n ,  F l o r i d a  

CONGRESSIONAL LIAISON 

JAMES T. McDONALD, Kansas 
Tom Benson, Tennessee  
Byron Dorgan, North Dakota 
A l l i s o n  Green,  Mich igan  
John  H .  Heckers ,  Colorado  
F r a n c i s  H i l l a r d ,  Wyoming 
Paul  H o l t ,  Utah 
Bruce Hughes, Texas 
F r a n k l i n  J o n e s ,  New Mexico 
George Kinnear ,  Washington 
Ralph W. Kondo, Hawaii 
Clyde Koontz, Idaho  
Howard H .  Lord ,  Montana 
C h a r l e s  M. Mack, Oregon 
George E. Mahin, I l l i n o i s  
James 0 .  M a t h i s ,  I n d i a n a  
George A .  M o r r i s o n ,  A l a s k a  
Roy E .  Nickson,  Nevada 
Harvey L .  Rabren,  Alabama 
A l b e r t  M .  S p r a d l i n g ,  M i s s o u r i  
J .  Ed S t r a u g h n ,  F l o r i d a  

PROPERTY TAX 

HARRY J .  LOGGAN, Oregon 
Kenneth Back, D.  o f  C .  
F a i r f a x  Brown, West V i r g i n i a  
J o s e p h  T. Burl ingame,  Arkansas  
A.A.  H a l l ,  Colorado  
Clyde Rose,  Washington 
Roy E .  Nickson,  Nevada 



COMMITTEES, Continued 

JURISDICTIONAL STANDARDS- 
SALES AND USE TAX RULES AND REGULATIONS 

TIMOTHY MALONE, Washington 
S t u a r t  Connock, V i r g i n i a  
Wil l iam D e x t e r ,  Michigan 
Robert  D.  Hamlin, C a l i f o r n i a  
Clyde E .  Koontz, Idaho 
E.S. MacClean, Wyoming 
M u r r e l l  B .  McNeil,  Nebraska 
Wal te r  W.  Nowotny, M i s s o u r i  
Harry 0 '  R i l e y ,  Kansas 
Harvey L .  Rabren,  Alabama 
James R.  S t a n f o r d ,  Washington 
J .  Ed S t r a u g h n ,  F l o r i d a  
Wal te r  C .  Thompson, D .  o f  C .  

THEODORE DE L O O Z E ,  Oregon 
James Bradshaw, Alabama 
P r o f .  Louis  Del  Duca, Pa. 
Wil l iam H .  F o r s t ,  Iowa 
Thomas C .  F r o s t ,  Idaho  
Sidney G l a s e r ,  New J e r s e y  
R u s s e l l  H e n d r i c k s ,  Ohio 
John J .  Klee ,  C a l i f o r n i a  
Elwynn J .  M i l l e r ,  Mass. 
Wil l iam Reed, Kentucky 
David S a r v e r ,  I l l i n o i s  

JURISDICTIONAL STANDARDS-INCOME TAX 
P r o f .  Louis  Del Duca, P e n n s y l v a n i a  

WILLARD LIVINGSTON, Alabama 
E l i a s  Abelson,  New J e r s e y  
Mrs. Louise  B a r r ,  West V i r g i n i a  
Emmett E .  Ba tson ,  L o u i s i a n a  
C a r l  W. B r i e s k e ,  Ohio 
H e r b e r t  F. Freeman, C a l i f o r n i a  
S a u l  Heckelman, New York 
Henry A .  Heinmuller  , J r .  ,Maryland 
John  R .  Herman, I l l i n o i s  
Pau l  H o l t ,  Utah 
James C .  L i e n ,  Nevada 
Wil l iam Reed, Kentucky 
James R .  Willis,  Colorado  

Subcommittee on Compromise & 
A r b i t r a t i o n ,  P e r s o n a l  rncome Tax 

BEN D .  ROWLAND, Arkansas 
Orva l  F. Baldwin, Kansas 
C h a r l e s  B .  Bayly,  J r . ,  New York 
Danie l  B. Breen,  M a s s a c h u s e t t s  
Leo J .  E h r i g ,  D .  o f  C .  
S t a n l e y  C .  F r u i t s ,  Wisconsin 
Elmer R .  Hermes, Nebraska 
David M .  J o n e s ,  Missour i  
George J .  Le ibowi tz ,  D. o f  C .  
Benjamin F. Marsh, Maryland 
P r o f .  Wil l iam J .  P i e r c e ,  Michigan 
A l f r e d  Walker, Texas 

Subcommittee on  S p e c i a l  
Froblems,  lncome Tax 

WILLIAM DEXTER, Michigan 
John  D.  B i x l e r ,  I l l i n o i s  
Theodore deLooze,  Oregon 
James D e v i t t ,  I l l i n o i s  
Wi l l i am A .  F i s h e r ,  New York 
James Hami l ton ,  C a l i f o r n i a  
Robert  Hampton, New Mexico 
P r o f .  Pau l  J .  Hartman, Tenn. 
R u s s e l l  L .  H e n d r i c k s ,  Ohio 
John J .  H o l l i s ,  Texas 
Leonard Kus t ,  P e n n s y l v a n i a  
Thomas S. M i l l e r ,  P e n n s y l v a n i a  
Pau l  E. O I B r i e n ,  G e o r g i a  
P r o f .  Wil l iam J .  P i e r c e ,  Mich. 
P r o f .  Alan P o l a s k y ,  Michigan 
Lloyd S l a t e r ,  New York 
Raymond S l a t e r ,  New York 
James Willis,  Colorado  

Subcommittee on W i t h h o l d i n g  
f o r  Non-Resident  Employees 
i n  I n t e r s t a t e  Commerce 

WILLIAM HARRIS, Kansas 
Orval  Baldwin,  Kansas 
Thomas F r o s t ,  Idaho  
Elmer Hermes, Nebraska 
Robert  McDowell, Nebraska 
Vernon Snow, A l a s k a  



ARKANSAS 

COLORADO 

FLORIDA 

HAWAI I  

IDAHO 

ILLINOIS 

KANSAS 

NEBRASKA 

NEVADA 

NEW MEXICO 

MULTISTATE TAX COMMISSION 

Apport ionment  o f  Budget 

F o r  F i s c a l  1969-1970 

*Appor- 
#Revenues ti oned 

Under % o f  S h a r e  
Compact T o t a l  o f  9 0 %  

145 ,089 ,388  3.278 4 ,199 .57  

236,693.206 5 .348  6 , 8 5 1 . 5 5  

376 ,781 ,608  8.512 1 0 , 9 0 5 . 1 1  

195 ,805 ,665  4.424 5 ,667 .77  

79 ,401 ,258  1.794 , 2 ,298 .38  

1 , 1 6 0 , 0 9 8 , 6 1 3  26.209 33,577.60 

222,762,204 5.033 6,447.99 

80 ,103 ,972  1 .810  2,318.85 

33 ,764 ,865  .764 978.97 

101 ,345 ,069  2.289 2,932.52 

NORTHDAKOTA 46 ,573 ,759  

MISSOURI 421 ,167 ,813  

MONTANA 36,902,356 

OREGON 212,618,000 

TEXAS 446 ,461 ,585  

UTAH 1 1 6 , 7 9 2 , 3 7 3  

WASHINGTON 488,695,000 

WYOMING 25,264,416 

T o t a l s  4 ,426 ,321 ,150  

*Appor - 
t i o n e d  
S h a r e  
o f  1 0 %  

790.84 

790.84 

790.84 

790.84 

790.84 

790.84 

790.84 

790.84 

790.84 

790.84 

T o t a l  S h a r e  
o f  1969 - 

1970 Budget 

4 ,990 .41  

7 ,642 .39  

11,695.95 

6 , 4 5 8 . 6 1  

3 ,089 .22  

34,368.44 

7 ,238 .83  

3 ,109 .69  

1 , 7 6 9 . 8 1  

3,723.36 

"10% i n  e q u a l  s h a r e s ;  90% on b a s i s  o f  t a x  r e v e n u e .  

# F o r  f i s c a l  y e a r  ended  J u n e  30 ,  1968.  



LEO THEODORE 

CERTIFIED PUBLIC ACCOUNTANT 

5131 N. Western Avenue 

CHICAGO, 1~~160625 
Member American Institute 
of Certified Public Accountants 

Business 271-8990 
Residence- 271-7604 

September 2, 1969 

Mr. Eugene F. Corrigan 
Executive Director 
Multistate Tax Commission 
Missouri State Office Building 
Kansas City, Missouri 64106 

Dear Mr. Corrigan: 

I have examined the statement of cash receipts and disburse- 
ment of the Multistate Tax Commission for the period January 1, 
1969 through June 30, 1969, and the statement of investments of 
temporary funds for the period January 1, 1969 through June 30, 
1969. My examination was made in accordance with generally 
accepted auditing standards and accordingly, included such 
tests of the accounting of records and such auditing procedures 
as I deemed necessary in the circumstances. 

In my opinion, the accompanying statements present fairly 
the cash receipts and disbursements and cash balance of the Multi- 
state Tax Commission for the period of January 1, 1969 through 
June 30, 1969. F .  

#!,!2r:r:. -/ 

- L o Theodore 



MULTISTATE TAX COMMISSION 
STATEMENT OF CASH RECEIPTS AND DISBURSEMENTS 

J A N U A R Y  1, 1969 THRU J U N E  3 0 ,  1969 

CASH RECEIPTS 
members hi^ a s s e s s m e n t s  
I n t e r e s t  bn c e r t i f i c  
Matu red  C e r t i f i c a t e s  
M i s c e l l a n e o u s  
T o t a l  R e c e i p t s  

CASH DISBURSEMENTS 
P u r c h a s e  Time C e r t i f  

o f  D e p o s i t  
P a y r o l l  
T r a v e l i n g  Expenses  
L i b r a r y  
F u r n i t u r e  & Equipment  
S t a t i o n e r y  P r i n t i n g  
T e l e p h o n e  
P a y r o l l  Taxes  
R e l o c a t i o n  Expenses  
A i r l i n e  D e p o s i t  
C o n s u l t i n g  F e e s  
A u d i t  Fee 1968 

t e s  o f  D e p o s i t s  2488.40 
o f  D e p o s i t  1 9 1 , 9 2 4 . 0 5  

9 .35  
$ 1 9 6 , 2 6 9 . 7 9  

c a t e s  
$ 7 4 , 1 2 4 . 3 4  

1 7 , 8 9 9 . 9 2  
7 . 6 7 2 . 9 1  

L e g a l  151 .00  
S e c r e t a r i a l  S e r v i c e  275.55 
I n s u r a n c e  34 .00  
Auto P a r k i n g  45.00 
M i s c e l l a n e o u s  1 6 . 3 0  
Bank Charge  1 1 . 7 7  
Management S e r v i c e s  3 , 4 4 6 . 4 1  
Moving Expense 1 , 1 2 9 . 0 4  
P e r f o r m a n c e  Bond 125 .00  
R e g i s t r a t i o n  Fees  40.00 118 ,513 .65  

E x c e s s  o f  r e c e i p t s  o v e r  d i s b u r s e m e n t  
Cash Ba lance  J a n u a r y  1, 1969 7:52:: 
Cash B a l a n c e  J u n e  3 0 ,  1969 2 ,082 .10  

SUMMARY 
Main S t a t e  Bank o f  Ch icago  ( 2 , 8 8 2 . 6 8 )  
C i v i c  C e n t e r  Bank o f  Ch icago  738.20 
Commerce Bank o f  Kansas  C i t y  500 . O O  
Time C e r t i f i c a t e s  o f  D e p o s i t  44.340 .08  
T r e a s u r y  B i l l s  



MULTISTATE TAX COMMISSION 
INVESTMENT OF TEMPORARY FUNDS 

JANUARY 1. 1969 THRU J U N E  30. 1969 

Balance J anua ry  1, 1969 Time C e r t i f i c a t e s  o f  Depos i t  
PURCHASES : 

J anua ry  1969 $24,827.42 
March 1969 49,296.92 
A p r i l  1969 44,340.08 
June  1969 39,386.50 

T o t a l  Ava i l ab l e  

MATURED: 
C e r t i f i c a t e s  on hand of  J a n .  1, 1969 

J anua ry  1, 1969 117,799.71 
Purchases  of  J anua ry  1969 24,827.42 
Purchases  of  A p r i l  1969 49,296.92 

Balance June  30, 1969 

I n t e r e s t  r e ce ived  on above i nves tmen t s  

RECAPITULATION I  

Cash Asse t s  December 31, 1968 

P lu s  Rece ip t s  : 

Membership assessments  
I n t e r e s t  on C e r t i f i c a t e s  

of  Depos i t  
Misce l laneous  

Less Expenses 

Cash Asse t s  June  30, 1969 



PERFORMANCE AGAINST BUDGET 

July 1, 1968 - June 30, 1969 

Salaries 
Employee Benefits 
Traveling Expenses: 

Committee Meetings 
Staff 
Relocation Expenses 

Bonds and Insurance 
Office Supplies 
Freight and Postage 
Printing and Duplicating 
Telephone and Telegraph 
Other Operating Expenses: 

Conferences and Committee 
Meetings 

Professional Services 
Books and Periodicals 

Capital Outlay: 
Furniture and Equipment 
Airline Deposit 

Contingencies 

Budget Actual 

(Over) or 
Under 
Budget 

RECAPITULATION I 1  

Revenue 
Beginning Balance, 7-1-68 
Interest Received 
Assessments Paid by Members 

Total 

Expenditures 

Balance. 6-30-69 

*Consists of: 
Personnel Search $ 6,882.70 
Advertising of Hearings 1,954.76 
Consultant Fees 3,380.97 
Miscellaneous 359.73 




