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December 1. 1975 

To the Honorable Governors and State Legtilators of Member States of the 
Mult8rtate T a x  Camm#rr#on 

I rerpectfully submit to  you  the eqhth  annual repai t  of the Mui t~ r ta tc  Tax  

Comm86180n 

Thls report covers the fiscal year beglnnlng July 1, 1974 and endlng June 30. 
1975. 

Eugene F. Corrigan 
Executive D8rector 
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(b) Reprcsrntatives of such associate mernhcrs shall not be entitled to 
vatc or to hold a Commission office, but \ball otherwise have all the rights of 
Comrni<\ion rncmbers. 

Associate membership is extended csprcially fur states that wish to assist or 
participate in the discussions and activities of thc Commission, even though they 
havc not yet cnactcd the Compact. This scrves two important purposes: ( 1 )  it 
permits and encourages states that feel they lack knowledge about the Commis- 
r i m  to become familiar with it through meeting with the mcmberr, and (2) it 
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full members. 
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REMARKS O F  THE HONORABLE RICHARD LAMM 

GOVERNOR OF THE STATE O F  COLORADO 

at the 
Annual Meeting of the Multistate Tax Commission 

June 2. 1975, Denver, Colorado 

"I want to w y  how important 1 and e number 01' other guvcinors think the 
work of this Commission is." 

.*,* 
"I have taken particular note of the work you a re  doing becsuse there is no 

qucstiun in n ~ y  mind hut that wc arc moving toward difficult economic times. 
They are going t o  be tighter times a n d ,  taking into account energy realities and 
somc other issues, it'sgoing to  be a lot tougl~rr  to finance state government in thc 
years ahead. As a CPA a n d  a lawyri who used to work in the tan field, I know how 
important the unsung work of a ComrnissVrn llke this is in carrying out  our 
objectives of seeing that taxes 3re assessed fairly while at the same time making 
sense administratively to  the rratrs. 

"Thcie is no way that the Stat? u i  Culorado, nor 1 suspect a lot of your 
other states, can really do a first rate lob o f  performing cumplicated audits o l  
corporate tanpaycrs. It wn't hire enough auditors, can't put enough personnel in 
the field and can't opcn enough field ofitces to really give us alalrandrqui tablc  
job in auditing vanpayers. 

'Tar  those reasons. I think thnt the Joint Audit Program of the Multistatr 
Tax Commission is immensely impartmt:  2nd I would like to give my personal 

to  you and my personxl endimmen[  fa fltr work you are duing. I have 
found, not  only in  my short time as governor bu t  also during right years in the 
legislature, that it is oltcn the most important groups that are, like you. rrlatnvcly 
unsung and unheralded in carryin& on silently the "cry good work that you have 
door.  

"What we arc looking for in Colorado is a way t o  increase revenues without 
increasing taxes. Probably all of your governors are doing the same thing. . . .We 
all rcally want t o  sec that every taxpayer pays all the taxes lor  which that 
t u p a y r r  is liable, and no more, whether he is a n  individual, a local business, or a n  
uulul-state u r  multi-state corporation. 

"I am proud to  have Colorado as a member of this Compact. I will d o  
mything I can to  hclp you withstand any attacks, whcthcr legal or congressional 
in nature, on your jurisdiction." 



REPORT OF THE 
CHAIRMAN AND OF THE EXECUTIVE DIRECTOR - - 

OF THE 
MULTISTATE TAX COMMISSION 

FOR THE YEAR ENDING JUNE 30.1975 

I .  MEMBERSHIP 

On January 1. 1976, California will replace lllinuisar the 2 l i t  hletnbrr State  
in the Compact ,  Illinois having wthdrawn effective August 29 ,  1975. 

I I .  UNIFORM REGULATIONS 

A. Adoption of Regulations 
The Multistate Tax Cnmmmion approved reviscd lltlilarn, Allocdtien and  

Apport~oninent  Reguhticms on f:chruxy 21. 1973.  Thore rcyulattan? inlcrprct 
the Unifwm Division of lricun~e for Tau Purposes Act (UDITPA) for administra- 
tive purposes. 

Adoption of regulations by the Multistare Tay Commission crmrtitutes o n l y  
3 rccommrndation that member States adopt  them. T h e  Multiatste Tax Comtnts- 
sinn 113s no directory powers. Nevertheless, several States have already adopt.:d 
thr  reviscd regul:it!ons in substantially complete form They include Arkansas. 
California. Idaho, Nebraska, New Mcxlcu, North Dakota,  Oregon and Utah.  r ive  
cuther States report tl!at tlicy are in the process of adoptinp the rcgulations. I'our 
o l  thesc States expect to  completc the process b y  the end of January,  1976. 
Aldbama utilizes the regulations as guldclines although formal adoption has  no t  
yet t a k m  placc. Tehas 1s applying the rcgulatinns to  its Franchise Tax t o  the  
extcnt possible. 

A copy of  there regulations is available a t  the  Cnmmission'r headquarters  
office upon requcst. 

B. Sales Attribution Rule 
In Ocrobri 1975,  eleven Stater joined the  Multistate Tax Commission in 

filing a n  A,nfms Citnoc, hiief in the Appellate Cuur t  of Illinois, First District.  In 
the c a w  u i  (;. 7: fi.' Aiilnmolu Mecrric, ir,corpororrd v. Roherr H. Allpiir,7, 
LXrrcror o l  rlii. Dcporlmerir oj R t w n u e ,  Smrr of llli,zois. No. 6 1  725. In tha t  case, 
the takpayer challenged Illinois' appltcation of Multistate Tax CommissV,n Kegu- 
lations l V . l 6 ( a ) ( 6 )  and IV.I6(a)(7). Reguldtinn IV,16.(a)(6) reads as follows: 

If the taxpayer la nut taxable in tlic state o f t h c  purchaser, the ~ a k  
is a t t r ibutcdto this state if thcpropci ty is shipped frum an  office, s tore,  
w a r c h w s c ,  factory. u r  other place of storage in this stale. 

llreulation IV.16.(;0(7) mads as  follow?: 

If a taxpayer whose ~ l c r r n a n  upcrater from an  ufflcc locatcd in 
this state makes a sale to  a p ~ m l u r r r  in another  state in which t h e  
tahpayrr is not taxablc and thc property is shipped directly b y  a third 
party tu the purchaser, the f<,lluwing rules apply: 



(A) If the taxpayer is taxable in the state from which the third party 
ships the property, then the sale is in such state. 

(B) If the taxpayer is not taxable in the state from which the property 
is shipped, then the sale is in this state. 

The first situation involves sales by the taxpayer from Illinois into another 
state, with the property being drop shipped front llLinois by a supplier of the 
taxpayer. The second situation is identical except that the diupshipment t o  thc 
outuf-state purchaser is made by an  out-ofstate supplier of the taxpayer directly 
tu the purchaser. The seller does not do business in either of the two other States. 
It seeks t o  exclude such sales from thc numerator of its Illinois sales factor of the 
corporate income tax apportionment formula ev?n though it seeks to include such 
sales in the dmominatar. Since it is not subject t o  the corporate income tax 
jurisdiction of either of the other States, the result is that the selling taxpayer 
seeks t o  immunize substantial portions of corporate income from state taxation 
everywhere. 

Ill. UNIFORM SALES AND USE TAX EXEMPTION CERTIFICATE 

Nebraska has become the thirty-first State to indicate its willingness to ac- 
cept the uniform certific3tc. The form of the certificate and the names of the 
thirtyilne Statca appear at Appendix A of this Annual Report. 

IV. AUDIT ACTIVITIES 

The Multisutc Tax Commission's office in New Yark currently consists of 
an A m  Audit Manager and a senior auditor. 

The Multistate Tax Commission's office in Chicago consists of the Commis 
sinn's Audit Coordinator, who is also the Area Audit Manager, and three senior 
auditors. 

The Multistate Tax Commission continues fa perform joint audits on many 
large corporations on behalf of the Member States assigning those audits. At a 
press conference called by the taxpayer in Billings, Montana, on September 22, 
1975, Union Pacific Corporation announced that the Multrstate Tax Commission 
had closed a joint audit of that corporation and its affiliates an  behalf of three 
Member States, and had done so t o  the satisfaction not only of those Statesbut 
of the taxpayer as well. The amount involved in that one audit excecdcd $1 
million. Thc text of the taxpayer's press release appears at Appendix B of this 
Annual Report. 

Although the Multistate Tax Commission had previously recrivcd plaudits 
from taxpayers on which it had performed joint audits, Union Pacific is the first 
taxpayer which has been willing to state publicly its approval of joint audits and 
to recommend the Multistate Tax Commission and its joint audit program as tha 
key t o  thc solution of interstate taxation problems. 

V. PENDING FEDERAL LEGISLATION 

Only two interstate taxation b a s  have been introduced into the 94th 
Congress. Onc, f1.R. 9 ,  is known as the Rodino bill. It is the same bill that 
Congierrman Rodino has introduced into each of the last several congresses. 

The other, S.2080, has bcen introducted by Senator Mathlas. It is a some- 
what revised version of S.1245, the 1973 Mathias bill. It also incorporates many 
of the provisions of the 1973 Mondale bill (S.2811) and/or revisrons thcrcof. 

VI. LITIGATION 

In April 1975, the Multirtatc Tar  Commission hired a General Counscl. He is 



William Dexter. fniiocr Assistant Attorney General and Chief Tax Counsel for the 
State of Michigan and, from 1971 until taking his new position with the Multi- 
statc Tax Commissiun, an Asaistsnt Attorney General assigned to the Department 
of Revenue for the Stote of Washington. 

Mr. Dexter has bcen assigncd the task of handling all litigation in which the  
Multistate Tax Commission is involved. As Assistant Attorney General for the  
State of Washington, he filed and later successfully argued the case of GeorEe 
K i m e ~ r ,  Direcforof RCYCIIUC,  Stole of We~hinyfon Y. The Herrr Cornorofion, No. 
46573, Supeiior &urt of ~ a s h i n g t u n  far  ~ h u r r t o n  County. On ieptember 30, 
1975, he appearcd before the Supreme Court of Washington and argued that case 
in his new role as General Counsel for the Multistate Tax Commission. A ruling is 
cxpectcd from that court momentarily. 

Mr. Dexter's first action after his appointment t o  the Multistate Tax Com- 
mission was to file a Motion for Summary Judgment in the case of U. S Sreel e l  
a1 Y. Mullislure Tox Commission e l  01. At that time he also moved for the appoint- 
ment of a three-judge court. I'or technical reasons, he also stipulated t o  the  
withdrawal from that suit of International Business Machines and Xerox Corpora- 
tion as plaintiffs. 

On Octvbrr 10, 1975, at a status mcrting, the court established early dead- 
h e  d a t a  for thc filing of ccrtain papers by all parties, indicated that the three- 
judge panel would be appointed shortly and gave all paitiesreason t o  believe tha t  
thc case would be heard an  its merits in the near futurc. In order t o  expedite the 
cunduct of that case, the defendants agrecd to suspend for a few weeks action in 
various other cares in which the Multistate Tax Commission is involved. 

The same New York law firm represents most of the corporate parties in 
tllose cases. The cases includc: 

A, Idaho Slore Tax Cummission v. Union Carbide Corporolion. Civil Nu. 
1-74-173 (Ikcembei 13, 1974), U. S. District Court for the District of Idaho. This 
case was filed in 1973 by the Office of the Attorney General o f t he  State of  Idaho 
to enforce an ldahu summons which had been served upon the taxpayer and  
which required the taxpaycr to submit t o  a joint audit by the Multistate Tax 
Commission audit staff. The taxpayer sought ta  have that case removed t o  the  
federal courts, but failed in that effort. The case is pending. 

B .  Byron L. Dor~ot.o,r, North Dokoro Stale Tax Cummissionrr v. Interrrorionol 
Business Madzin~r C q ~ r n l i o ~  (October 24, 1974). Civil Case No. A1-74-24; a n d  
Ijyyrm I.. Durmn, North Uokoto Sfole Tox Commissioner v. lnlernorionol fiorves- 
ler Company (October 24, 1974). Civil Case No. A1-74-25, U. S. District Cour t  
for the District of North Dakota, Sauthwcstcrn Division. These cases are similar 
to the Union Carbidc case in Idaho. In thcsc cares the Tax Commissioner issued 
orders requiring the taxpayers t o  submit their records fur joint audit by Multistatc 
Tax Cammissiun auditors. When thc orders were reiected. he oetitioned a district . . 
court of his ststc fur  orders compelling thc ta.<payers t o  comply with his prior 
orders. The taxpayers then succeeded in their efforts to remove the matters f rom 
the state district court to a frdrral district court. The federal district court  t hen  
stayed further proceedings in the case "pending a final detcrmination of t he  Class 
Action involving the same issues and parties now in litigation in the U. S. District 
Court for the Southcrn District of New Yark." Thc State of North Dakota is 
currently seeking a revision of that stay order. 

C. Colple-Pob~olive Company V. Byron L. Dor~on.  North Dakota S m f e  
Tox Cofnrnissioncr, 225 NW Zd, 2-78. In this case, the Tax  Commissioner issued 
an assessment against Colgatr-Palmulive Company. The company had refused t o  
obey a n  order of Lhe Tax Commissioner to submit to a joint audit of its books  



:and recurds by Multistate Tax Commission auditors. \\'hen the company refused 
tcl nllow such a n  audit, thereby depriving the State of North Dakotaof informa- 
tiun necessary to dctcrmine the taxpayer's true tax l~ability to the State, the Tax 
Cuinmissionrr issued an assessment against the company, based upon the best 
information available. The company requested a hearing and sought to introduce 
:tt that hearing partial infurmation of its own choosing. The Itcaring officer 

to admit such information as evidence, lnaintaining that there rllould be 
admitted into evidence only information which had been confirmed by a joint 
audit. The taxpayer appealed from that decision of the Hearing Officer t o  the 
District Court of Buileigh County. The court ordered that the matter be remand- 
ed to the Hearing Officer with directions to allow the taxpayer to introducr its 
proffered widen-. On appeal, the North Dakota Supreme Court affirmed that 
order. The State has recently initiated discovery proceedings against the taxpaycr. 

11. On June 12, 1975, the Multistate Tax Commission issucd the first sub- 
poenas in its history. Thcy were served upon twelve corporate taxpayers which 
had rcfused to submit t o  joint audits which had been assigned t o  the Multistate 
Tax Commission by the various Member States. AU of the subpoenaed corpora- 
tions have failed or refused to comply with those subpoenas. As a consequence 
thereof. on  July 23, 1975, the Commission filed a suit arainrt American Can 
Company in the Superior Court far Thurston County, Docket #52893,  in Olym- 
nia. Washington, to cnforce its subpoena. The defendant rubrequently filed its 
petition to remove that case to thc federal district coort. The u s e  is now pending 
~n thr I!. S. District Court for the Western District of Washingtun. The case 
number  I, C 75-1 64T. 

On September 111. 1975, the Mult i~tatr  Tw Commission filed suit in the 
Uistrici Cvurt fur ihe 4th Judicial District in the State of Idaho against Sperry 
R3nd Corporation. The case number is 56 154. The defendant filed a petition on  
October 1, 1975, to rcrnovc that case tu thr federal district court. That suit is 
nuu. pending in the 11. S. Circuit Court for the District of Idaho. 

Similar actions a x  being contemplated against others of the corporations 
which have failed or rcfused to camply with the Multistafc Tax Cummission 
S U ~ ~ L ' C " " ~  

VII. CONCLUSION 

The \knibr.r Stater of the Commission look forward t o  the soccersful con- 
ulusiun i!f thc Ittigatton which cliallcnees the constitutionality of the Multistate 
Tav C I I I I I P K ~  Thc Cannm~ssiun u.ill then be able to move even more rapidly 
t , w ~ r d  the ascornplnhment of its goals. 



STANDING COMMITTEES 

Wade Anderson, Texas 
Sigmund Aronron, Texas 
Janct Ashcroft, Missouri 
John Ashcroft, Missouri 
Frank Beckwith. Colorado 
Robert G.  Brockmann, Arkansas 
b u r e n  0. Ruckland, Georgia 
Richard Chambers, Georgia 
G. Blaine Davis, Utah 
Theodore W. de  Lome,  Oregon 
James D. Douglass, Wyoming 
A. D. M. Doyle, Alaska 
Neal J.  Gobar, California 
A1 Hauaauer, North Dakota 
Sydney D. Goodman, Michigan 
Albert Ilaiiar, Pennsylvania .. 
James Hamilton , California 
Richard Holmquist, Washinpion 
T. Bruce Hunda, llawaii 
Kenneth Jakes, North Dakolz 

F. Kent Kalb, Kansas 
Laury M. Lewis, Montana 
John  R .  Messenger, Alaska 
Perry Michael, Georgia 
Kenneth L. Miller, Indiana 
William Miller, West Virginia 
CharlrsOtterrnan, Califurnia 
John  Owens, New Mexico 
Wllbam E. Prters, Nebraska 
Don Ray, Texas 
Richard Roerch. Michlgan 
Robert L. Ruyer, Louisiana 
Jamcr F. Smrcha l ,  Montana 
John 1. Sheehan, Nevada 
Walter Skelton, Arkansas 
Theodore Spanpler. l d ~ h o  
James R.  WiUis, Colorado 
J a m m  D. Winlcr. AriLona 
William Wnolcn, West Virginia 

COMMITTEE ASSIGNMEN1 

lo mamuin  liaison among m e m b e r s o f t h e  commitlee:  

I1 cwcernmg cases among the States pertaining l o  state taxation o f  inter- 
stale cummeice; and  

2 )  w t h  respect to litigation in which the Multistatr Tan Commission in 
involved. 

In furtherance of the above purpuscs to  issue an Attorneys' Newslet ter  
from time lo time. 



INCOMI. T;\X COMMITTEE 

Scott Akers, Kentucky 
Wadr Andr r ron , l ex r s  
Owen L. Clarkc, Massachusetts 
Theodore W, d r  L o w e .  Oregon 
Sidney Glaser, New Jersey 
Ernest G o o d m m ,  Califurnk 
A1 Hausauci. North Dakota 
Vernon Holman, Utah 
Norman Johnson, Arkansas 
Edward Landerkm. New Jerscy 
Thure  A. Lindstrom, Oregon 
V. S. McElvry. Alabama 
Frank Medlin, Idaho 
Francis Miilett, J r . ,  Florida 
A. Gerald Rcisa, Missouri 
Arthur Koemer, Minnesota 
Richard Ruesch, Michigan 
Joseph Traigle, Louisiana 

Business Resuurce Members 
John Abreau. Lucky Stores, Inc. 
I .  J Il~schol'f. Trans World Airliner, lnc.  
Ruland Blxler. J-B-T lnitrurnrnts 
John Brundage. Coupers & Lybrand 
Dale Hale. Allegheny Airlines 
John Parmt i ,  taster" Air Lines 
J m x r  Prlrrr. American Tel & Tel 
Raynland S l ~ t c r .  U. S. Steel Corporation 
William Spangier. 3 M Cumpany 
Roger Tallch. Gdtes Rubber Company 
John  Tockston. Uniwd A& Liner 
Cecil Wright, Holly Sligar Company 

COMMITTEE ASSIGNMENT 

70 draft a uniform corporate income tax form for u x  under  UDlTPA in 
any two or more Compact States. 



MEMBllR STATIS 
llairy Aubright, Califjrnia 
Frederick P. Iioctscl~, Alaska 
Boyd W. Boner. Kansas 
Gerald IFurtcr. Muntana 
Robert H ~ r d i n ,  Nebraska 
1:. Nolan Humphrey, Arkansns 
Ilowrid Johnson, Indiana 
Robert Kerns, Mnntam 
Kabert Kessel, No1111 Dakota 
William Knipp, Missouri 
Everett L a t h ,  Arkansas 
Ron Loyd, New Mexico 
Harvcy McNutt, Wyoming 
Frank Medlin, Idaho 
Robert l i .  Munringrr, Washington 
Robert Nelson, Michigan 
David Newbcry, Kansas 
Kobcrt Nunes, California 
Tumotaru Ogai, Hawaii 
Bob Owcns, Texas 
Oscar Quoidbach, Oiegon 
Chester Zswishk, !4irhigm 

ASSOCIATE MEMBER STATES 
Nick CiccareUa, West Vlrpinia 
E d w u d  Landerkin, New Jersey 
Norman W. Schmitt, Ohio 
Lyle Wendell, South Dakota 

COMMITTEE ASSIGNMENT 

To perform study and research with respect lo joml audits in order to  
determine: 

1) How to  improve audit liaison between the Member States 2nd the MTC; 
2) How t o  incirasc state participation in the joint audi t  progrsrn. 
To make recommendations to  the Executive Committee from time t o  time 

with respect thereto. 
To secure additional signatories to the Income Tax Information Exchange 

Agreement. 



Wade A n d r r w n , T e r a s  
J o h n  Bearden, t izuigia  
Fredcrjck I'. Uoelsch, Alaska 
I. William Campbell ,  Missouri 
Allan Curtis, Tcnnessce 
A1 Hausauer,  Nor th  Dakota  
Paul Holl,  Utah 
J0hn .R .  hfessenger, Alaska 
William Reed, Kentucky.  
Rober t  C.  Witrel, Oh io  

Business R~wourcc Members: 
Jack Aplrata. Johns-hlanvills 
Jay Allcn, hlrlville Shoe  
Junes B u r e i h  Sears. Roehuck & C o  
Paul Joncs, h lor ton~Norwicl l  Pruducts,  Inc. 
S t r p h m  W. hkhcssey ,  Cuopzra  & Lybrand 
J a w c r  Peters, Arnericm 1'4 & Tel 
I rank Roberts,  Pillshury, Madison & Sutro  
Marvin Rosenblom,  Gulf  + Wrstcrn indust r im 
Carl Strauh. Morrison-Knudson 
Arnold Wcber, Southern  Pacific Company 

COMMITTEE ASSIGNMENT 

To draf t  proposed cunlrac tur  rcgulstions. 



Wade Anderson, Texas 
Donald Bosch, Utah 
Charles Bradley, Louiskana 
J. D. Dotsan, California 
Chandler A. Hewell, Georgia 
Ben C. Holderied, Michigan 
h c h a r d  M. Lee, Hawaii 
llarvey McNutt, Wyoming 
Gail Price, Arkans3s 
Arthur C. Roemcr, Minnesota 
l lomrr  R. Ross, Idaho 
('rank 0. Sanders, Indiana 
Clyde L. Scott,  Nevada 
Walter M.  Stack, North Dakota 
S. Ed Tveden, Washington 
Wesley E. Wilber, Missouri 

Burmess Rcsourcr Members: 
Frank Buchler, Motel 6, lnc. 
George Lundin, Chicago Bridge & Iron 

COMMITTEE ASSIGNMENT 

To draf t  a sales and use tax Exchange of Information Agreement and t o  pur. 
sue its enccution by States. 

To consider such additional matters as may be  beneficient to  t h e  States  and  
their relationship with the  business community. 



SI'ECIAL HANK TAX COMMI1TLX 

COMMITTEE ASSIGNMENT 

Tu rlay abrcdcr of  ,111 dwclapmcntr in  Cnnercss and c l i c w h r r r  concernmg 
the t ~ ~ a b ~ l ~ l y  of hanks by States:  2nd 



BUDGET PERFORMANCE REPORT 

For Fiscal Y e x  

July 1 .  1974-Junc  30, 1975 

Payroll 
Eniployees' Insurance 
Ernploycer' Rrlirsrnrnt 
Staff Travel 
Comn~!ssion Members' Travel 
Relowtion Fipense 
Other Travel Expense 
Bond & Insurance 
Ofl'icc Rental 
Office Supplies & I%pensr 
I'reieht & Postage 
Printing & L)uplicating 
Telephone & Telegraph 
Books & Periodicals 
Advcrtishg 
hlirrrllancuur 
Cunicrmces & Conlmittee 

Meetings or Hearings 
Proieoiund Fees & Other 

Contract Services Including 
Electronic Data Processing 

Officc Iurniture 
Office Equipment 
Contingency Amount 

TOTALS 

Extraordinary Litigation 
Expenrc 



APPORTIONMENT OF 

Alaska 
Arkansas 

California 

Colorado 

l lo r ida  

Hawaii 

Idaho 

lllrnois 

Indiana 

Kansas 

Michigan 

Missouri 

Montana 
Ncbraska 

Nevada 
Ncw M e ~ i c u  

North Dakota 

Oregon 

Texas 

Utah 

Washingrun 

Wyoming 

#!:or fiscal year ending June 30, 1973 



1975-76 BUDGET 

Ymr Sh 01 Shore 
m r o l  n r a l  01 10% 

P! 
=A,,p<,r- 

/I11 
Second 

(I!, 
Torol Slzore 

rrorrei IIdr u f IY75-  
Share Year I Y 76 H L ~ Y P ~  

of 90% Toroi [Cohrnins I1 & Hj 

* 10% i n  equal  shares; 905;) un basis uf tax revenue 



GENERAL ADMINISTRATION BUDGET 

FOR 

FISCAL 1975-76 

I . Salaries & RyrollCnstr 
a) Siddiies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 80.000.00 

. . . . . . . . . . . . . . . . . . . . .  b) tmployccs' Insurance 6.100.00 
C )  Reltrcment . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11.20O.OU 

2 . Travel Expenses 
a) Staff Travel . . . . . . . .  

3 . Operating b ~ p e n r e  
a)  Bundrand Insurance . . . . . . . . . . . . . . . . . . . . . .  
b) Office Rental . . . . . . . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . . . . . .  c) Office Suppher 
d l  Fra$ht&Postage . . . . . . . . . . . . . . . . . . . . . . . .  
e) Printing & Uuplicating . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . . . . .  f) Telephone &Telegraph 
. . . . . . . . . . . . . . . . . . . . . .  g) Books & P?riodicals 

h) Miscsllanrous . . . . . . . . . . . . . . . . . . . . . . . . . .  

4 . Cnnferencer & Committee 
. . .  Mertlngs & Hearings 

5 . Contract Services 
a) Accounting Fees . . . . . . . . . . . . . . . . . . . .  
b) Consulting Fees . . . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . .  C) Other Contract Services 

6 . Capital Outlay 
a)  Ofrice Furniture . . . . . . . . . . . . . . . . . . . . . . . .  250.00 

. . . . . . . . . . . . . . . . . . . . . . . .  b) Office Equipment 250.00 





n u l t i r t a t e  T a r  C m i a r i o o  
Boulder. C o l o r e d ~  

We have e x m i n e d  t h e  balance sheet o f  H u l t i s f a f e  Tax Carmission 
.t June 30. 1975 and t h e  r e l a t e d  r t a t m e n t r  o f  revenue and i n c u r r e d  
elpenre, changer i n  fund ba lancer ,  and source and a p p l i c a t i o n  o f  cash 
funds for the year then ended. Our examinat ion was made i n  accordance 
~ i t h  genera l l y  accepted a u d i t i n g  standards and accord ing ly  i nc luded  
such t e s t s  of r h e  accoun t ing  records and such o t h e r  a u d i t i n g  procedures 

we considered necessary i n  the circumrcances. 

I n  our o p i n i o n ,  t h e  f i n a n c i a l  r t a t a n e n t r  re fer red  t o  above 
present  f a i r l y  the f i n a n c i a l  p o s i t i o n  of M u l f i r t a t e  Tax Caymission a t  
June 30, 1975 end t h e  r e s u l t s  o f  i t s  opera t ions ,  changes i n  f u n d  ba lancer ,  
and the source and a p p l i c a t i o n  of  i t s  cash fundr f a r  the year  then ended 
i n  con fo rm i ty  w i t h  g e n e r a l l y  accepted account ing p r i n c i p l e s  a p p l i e d  on 
a b a s i s  cons is ten t  w i t h  t h a t  o f  t h e  preceding year .  



MULTISTATE TAX COMMISSION 
Balance Sheer 

June 30.1975 

ASSETS' 
Current Assets: 

Cash . . . . . . . . . . . . . . . . .  
Certificates of Deposit . . . . . . . . . .  
Assessments Receivable . . . . . . . . .  

TotalCurrent Assets . . .  

Fixed Assets (Note I): 
Leasehold Improvements . . . . . . . .  $ 956 
Office Furniture and Equipment . . .  21,428 

22,384 
Less: Accumulated Depreciation and 

Amortization . . . . . . . . . . . .  10,437 
Total Fined Assets . . . . . . .  11.947 

Other Assets: 
Expense Account Advances . . . .  1.900 

. . . . . . . . . . . . .  Deposits (Note 2) 2,278 
Prepaid Pensmn Plan Costs (Nute 3)  . . .  11,810 
Prepaid Expenses . . . . . . . . . . . .  5 87 

Total Other Assets . . .  16,575 

Total Assets . . . . . . . . . . . . . . . . . .  $247,525 

Liabilities and Fund Balance 
Current Liabilities: 

Accounts Payable (Note 5 ) .  . . . . .  $ 5,966 
Accrued Retirement (Note I )  . . . . .  -- 4,299 

Toral Current Liabdaties . . .  10,265 

Fund Balance: 
Reserve for Em~loveer '  Rettrernent . . 

(Note 3) . . . . . . . . . . . . . . . .  $ 15.877 
Unappropriated Fund Balance. . .  221.383 

Total Fund Bdancs . . . . .  237,260 

Total Liabilities and Fund Balance . . . . .  $247,525 -- 

Accompanying Summmy of Significant Aocmntutg Policics and Notes to Financial 
Statements are a n  integral part of this statement. 

JOHN M .  BYRNE &COMPANY 



MULTISTATE T A X  COMMISSION 
Statement u l  R e v r n u ~  m d  l n c u i r l d  Expense 

For the Ycar Ended June 30. 1975 

Incurred Expense: 
s . . . . . . . . . . . . . . . .  

. . . . . . . . . . .  lnauiincc. Lnlployers 
I'ensiun PI;$" (Note 3 )  . . . . . . . . . . . .  

. . . . . . . . . . . . .  I t c u r r n ~ e n t  (Note 3 )  
K c l o ~ x t ~ o n  . . . . . . . . . . . . . . . . . .  

. . . . . . . . . . . . . . . . .  T r ~ u i . 1 ,  Stslf 
. . . . . . .  l i a v r l .  Cornmlssion Mcmbcrs 

Travel. Other . . . . . . . . . . . . . . . . .  
Kent . . . . . . . . . . . . . . . . . . . . . .  
sopp1ics . . . . . . . . . . . . . . . . . . .  
Prlntlng . . . . . . . . . . . . . . . . . . . .  
Postage . . . . . . . . . . . . . . . . . . . .  
Tekphone . . . . . . . . . . . . . . . . . . .  
Publications . . . . . . . . . . . . . . . . .  
Legal . . . . . .  : . . . . . . . . . . . . . .  
Accounting . . . . . . . . . . . . . . . . . .  
Confcrcnccs. Commitlcc Mrelmgs and 

. . . . . . . . . . . . . . . . .  Hearings 
. . . . . . . . . . .  Depieci.ition (Note 11 

Insurance. General . . . . . . . . . . . . .  
Other . . . . . . . . . . . . . . . . . . . . .  

'Total Incurred Expense . . . . .  

Excess of Revcnue Ovcr Incurred Expense 

Accompanying Summary of Significant Accounting Pulicies and Norcs lo i'inancial 
Stslcmrnts are a n  intecral part t ~ f  this staten~cnt . 

JOHN M . BYRNE &COMPANY 



MULTISTATE TAX COMMISSION 
Statement  of Source and Applcatlon of Carh Funds 

For the  Year Ended June 30. 1975 

Source of Cash Funds: 
Operation&, Cnccss 01. Kevenuc Over Incurred 

Ixpensc  . . . . . . . . . . . . . . . . . . . . .  
Add l<xpenre (Income) Not Fmpioying 

Carh IFunds: 
Rrco&nition of  Prepaid Assessment . . . . .  
Depreciation . . . . . . . . . . . . . . . . . .  

. . . . . . . .  Total  f rom Operations 

Certificates of  Deposit hlaturcd . . . . . . . .  
Ikcrease in Prepaid Expenses . . . . . . . . . .  

Total Source of Cash Funds . . . .  

Application of Cash Funds: 
Certificates of l l rpori t  Purchased . . . . . . . .  
Purchase of  Office I7urniturc and i<quipmcnt . 

. . . . .  Purchase of  Leasehold Improuemmts.  
. . . . . .  Increase in Assessments Receivable 

lncreasc in Expense Account Advances. . . .  
~ " C ~ E ~ S C  in Prepaid Pension Plan Cost .  . . . . .  
Decrease in Accrued Retirement. . . . . . . . .  
Decrease in Accounts Payable . . . . . . . . . .  

Total  Application of Cash Funds . . 

Ercr~s  of Source of  Cash 1;unds Over 
. . . .  Application of Cash Funds 

Cash Balance June 30, 1974 

Cash Balance June 30, 1975 

Accompanying Summary of Significant Accounting Policies and Notes to Financial 
Stntements are a n  integral part o f th i s  statement. 

JOHN M. BYRNE &COMPANY 
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MULTISTATE TAX COMMISSION 
Statement of Changer in Fund Balancer 

Far the Year Ended June 30, 1975 

nslance, June 30, 1974.  . . . . . . $ 15,877 $ 5,000 S 98,031 

.4dd: 
E x c e s ~  of Krvenuc Over 

Incurred Expcnse. . . . . . . 

portion of Prepaid A~scss- 
ment Kecogni~ed a3 lnconle . . (5,000) 

$ 0 -  Balance, June 30, 1975 . . . . . . . 6 15,877 $221,383 - - - - 

AccompanyinpSummary of Significant Accounting Policies and Notes to [:inancia1 
Stntcrnenta are an intr~ral part of this statement. 

JOHN M.  BYRNE &COMPANY 



MULTISTATE TAX COMMISSION 
Summary ot Slgnlflcant Accounting Polme5 

June 30.1975 

The accounting policies employcd by Multistate Tax Commission are 
consistent with c,cnerally accepted accounting principles. Significant policies arc 
desorihcd bcluw: 

Accounting Method 

'The Cornmission has adnptcd the accrual (method of accounting. 
Revenue is rccognixd in the period of assessment and expense is recognized 
as incurred. 

Property, Plant and Equil>ment 

All property and equipment is recorded at cost. Depreciation is 
provided far on  the straigh-line basts over the estimated useful lives of the 
a se t s .  Amortization of leasehold improveincnts is provided for on the 
straight-line basis over the term of the lease. 

Income Taxes 

N o  provision has been made for income taxes inasmuch as the  
Commission members are representatives of State taxing authorities. 

Pension Plan 

It is thc Commission's policy to fund cach year an amount equal t o  
fourtccn percent of the plan participants'gross salaries. Costs are actuarially 
determincd. 

It is also the policy of the Commission to accrue fourteen perccnt o f  
the gross salaries of the personnel on leave of absence from State taxing 
authorities and make contributions to their respective plans if employment 
with the Commission is terminated, and the employee returns t o  State 
employment before the expiration of the leave of absence. 

JOHN M. BYRNE & COMPANY 
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MULTISTATE TAX COMMISSION 
Notes to Financial Statements 

June 30.1975 

Deprcrialinn e x p e n a  for the scar cndcd J u n e  30, 1975, calculated under the 
wright-line method amounted lo $2,532. Amortiration expense wlcu ldrd  on 
lhe stright-line methoJ w e r  the term of the lease amounted to $217. 

Nole 2: 

blultlstrte Tan Commission learcs its primary office facilities at Houlder, 
Colorado, under the lcrtns of a leaw agreement expiring June  1, 1977. Monthly 
l a s e  rrnlal under thc agreernml amounts to $567. 

Thc Commtssian leases rccondary officc ixilities in New York City, New 
Yark under terms of  a sub-lease agreement explring January 30, 1977. The annual 
iezsr rentrl is $7.000 subject to fuel cost adjustments. 

Olher oflice spau: is leased under short-term agreements. 
Uepurits applicable to future rental payments aggregated $2,849 a t  Junc 30, 

1975. 
Othcr deposits arrmunling to $429 are airline travel deposits. 

Note 3: 

Substantially all of  the fuU time employees of the Commission are covered 
by a pension plan. Total pension expense for thc year ended June 30, 1975, 
amounted tu $16,089. Prepaid pension plan costs at June 30, 1975 ammmtcd to 
$1 1,810. Prepaid pension plan costs result primarily from funding original past 
service cusl in the amaunt of $18.300 more rapidly than the twenty year period 
in which this liability will be charged to expense for accounting purposes under 
the accomting method for penslon plans adopted by the Commission. Contribu- 
tions to the pension plan during the year cnded June 30, 1975 amounted to 
$33,246. 

The pension fund is aktuarially fulls fundcd according to A. S. Hansen, lnc., 
acturies and consultants tu the conmission. 

Certain employees of the Commission are un 3 lrave of  absence from State 
mxing agencies. The Commission has ad<,ptrd the policy of asbuminr thc liability 
for contributions to the State retirement fund for thcsc empluyees if they return 
to State employment. Ikpenrr  for this purpose arnuunlcd tu $4.299 l u r  the year 
ended June 30, 1975, rcsulling in an accrued liabilily of $4.299 on behalf of 
those employers continuing on  lrave of absence u l  June 30, 1975. 

JOHN M. BYRNE &COMPANY 



MULTISTATE TAX COMMISSION 
Notes to Financial Statements 

h n e  30. 1975 

Note 4: 

The Internal Revenue Service has denied the Commission exempt status 
under the provisions of Internal Revenue Code Section 501 (c) (6). However. in 
the opinion of legal counsel, the Commission is immune from Federal income tax 
as well as from other Federal taxer as an organization of a proup of States or as an 
instrumentality of those States. Therefore, no provision has been ,made in the 
fmancial statements for Federal income tax liability. 

Note 5 :  

No provision has been made in the financial statements Tor disputed legal 
fees, approximating $19,000. 

JOHN M. BYRNE &COMPANY 
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APPENDIX A 

PROGRESS I N  UNIFORMITY THROUGH 
ACCEPTANCE OF UNIFORM FORM 

FOR 
SALES & USE TAX EXEMPTION CERTIFICATE 

UNIFORMSALES & USE T I X  CERTIFICATE FORM 

S A L U  TAX EXEYFllON CERTIFICATE 

I%. Ilsls.l* I W  I".l~llrnl MULTI-IUI(ISDICTI0N 
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PRESS RELEASE 

SEPTEMBER 22. 1975 
BILLINGS, MONTANA 

UNION PACIFIC AGREES TO MILLION 
I)OI.LAR STATIi TAX PAYhlENT 

Thc Union Pacific Corporation today announced that it had 
reached agrcrmcnt with three States to  pay corporate income tax 
liability tutaling in excess o f  one million dollars. The corpuration noted 
that the action amicably concludes disputer which date back to  1968. 
'The payment  applies to  taxes for 1968 through 1971. 

Sam Stewart, State and Local Tan Counsel for UP, signed the 
agreement on  behalf of the corporation. Signatories for the States wcrc 
William Gruff, Montana Director of Revenue; F,wing Littlr, Idaho Statc 
Tar Commissioner; and William Peters, Nebraska Director of Kevenuc. 

T h e  Multistate Tax Commission deserves crcdit for thc agtcemcnt, 
according to  Mr.  Stewart. The Commissiun is a 21-State wgankat ion.  It 
was ~ r g a n i z c d  8 years ago to achieve increased uniformity and incrrxed 
tax administration effectiveness in state taxntiun of multistatc b u r i n c s  
The Conmission had performed a joint audit of the booksand records 
of the corporation and its affiliates on behalf of 4 Stataa, and had 
rccommrnded acceptance o f  the terms which later were ini-orporstcd 
intu lh r  agreement with the 3 States. The fourth State. b?ciusr o f  
difkr ing st3tuh,ly provisions, refrained from parlicipatlng in the 
agrcemcnt. That Sl;itr will, huxeuer.  utilirr the results of the joint 
audit in dcvilopml: 11s assessment. M r .  Stewart and the three state tax 
adrninistratorr rxprrssed 8tlsf;drtion that the agrcrmcnt furthers an- 
nthci porpn,$c d thr  Commissmn, which is to reduce raxpaycr compli- 
anoc hurdcns. 

Mr.  Stewart s.ud that under the agreerncnl the 3 States agree t o  
follim uniturm lax .,dministratlon practices tu applying thcir corporate 
muvmc tax ~ l ~ l u t c s  to tlP. llc said th.xt this is especially important to  
UP hccausr its ,many affiliates and i t ,  different businesses create serious 
tax cnmpltance prublems, lle ~ a l d  tliat thc agreement represents a 
reawnable rcsuluti,m of disputed taxes and will result in compliance 
curls w i n e s  1,) the L'P. 

h l r .  Stcwsrt expressed the upinion that  the execution of thc 
3greernrnl nmked  the first t m ~ c  that a taxpayer and more than une 
S u t e  had rvcr slgned such a multistatc agreement involving state 
c ~ r p ~ r a t ~  I I I C U ~ I C  taxer. 

The tax administratcm ehpressed their appreciation o f  UP'S will- 
ingness tu publccizr thc agreement. They agreed that the confidentiality 
provisims of their ststc statutes prevented them from making any such 
annauncement. Since such pruv~sions are included in the statutes to  
protect taxpnyerr. they said. U P  is free to  make the announcqment. Mr. 
Stewart said that he was glad lo d o  so in an effort t o  encourage other 
States and  other taxpayers to  work with the Multistate Tax Comrnis  
sion to  resolve the many difficult problems which plague state taxation 
d l  multistate business. He said that increased uniformity would help 
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immensely and that the Commission is the key t o  its achievement. 
The three tan administrators are happy that the agreement will 

result in irnmncdlate additional tax payments t o  thclr States. They said 
rhzt UP had aka agreed to file amended tax rcturns for 1972, 1973 and 
1971, using the agreement as a guideline. T h c  sane guideline will be 
followed by UP in all future years. 

Mr. Peters, who is the Chalrrnsn of  the Multistate Tax Commis- 
sion, said that the agreement drmonstmtes thc advantages to be derived 
by both taxpayers and States in resolving difficult state tar  problems. 




