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The Multistate Tax Commission: 
An Introduction 

The Multistate Tax Commission i s  an 
organization of states committed to bringing 
order to state taxation of multistate business. 
The Commission exists for the benefit of 
both states and taxpayers. 

States formed the Commission in  1967, 
when some coroorate taxoavers were trvine . , , - 
to persuade Congress to impose severe tax- 
ina Dower restrictions upon the states. In the 
vi;; of these states, ti;e proposed restric- 
tions were one-sided and unfair, going 
beyond the resolution of actual problems 
and bestowing large and unwarranted ex- 
emptions upon the taxpayers involved. The 
Commission grew out of the conviction that, 
if the states were to oppose such legislation, 
they had an obligation to provide a construc- 
tive alternative. 

The Problem 
Corporations operating in many states 

pose a difficult tax enforcement problem, 
especially concerning corporate income 
taxes. The states' problem i s  determining 
what portion of the corporation's total in- 
come each state can tax. The problem in- 
volves both the ground rules for dividing the 
corporation's income among the states in 
which it operates, and the enforcement of 
these rules. 

If the ground rules in  the different states 
are notcompatible,thensubstantial amounts 
of  a corporation's tax base can "fall through 

the cracks" and not be reported to any state. 
It is  also possible that more than one state 
could claim the power t o  tax the same in- 
come. (Whether or not such a theoretical 
claim actually is  asserted in practice i s  an- 
other question.) In either case, there will be 
unnecessary confusion for tax officials and 
taxpayers alike. 

Similar problems exist, moreover, regard- 
ing other taxes. such as sales and use, fran- 
chise, and gross receipts taxes, affecting large 
corporations doing business in many states. 

The second dimension of the problem is 
enforcement. Regardless of what a state's 
laws say on paper, ineffective or inconsistent 
enforcement can result in  revenue loss to the 
state and confusion to taxpayers. 

The Commission addresses both of these 
problems. In joining the Commission, the 
states adopt a model law for the division 
of corporate income among the states in  
which the corporation does business. In  
addition, the Commission gives the states 
an economical tool for dealing with the 
unique tax enforcement problems pored by 
multistate businesses. 

The joint Audit Program 
The Commission's most prominent activity 

at this stage i s  its cooperative tax enforce- 
ment effort called the"loint Audit Program." 
Through this program the member states 
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pool their resources for the largest and 
most difficult cases. MTC audit staff mem- 
bers perform audits of large multistate tax- 
payers, just as though they were part o f  the 
audit staffs of the member states. A single 
MTC audit takes the place of separate and 
duplicative audits by each of the member 
states. The fact that the MTC auditors arc 
permanently located in Chicago and New 
York also eliminates the expenses incurred 
by in-state auditors performing out-of-state 
audits. 

activities of the member states. Moreover, 
the states retain complete control of their 
enforcement efforts even when carried out 
through the ioint program. Individual states 
decide whether or not to  oanicipate in each 
MTC aud~t, and they and'they done decide 
whether and how to act upon the audit 
results. 

The joint audit program is  not merely an 
effective way for the states to  identify un- 
collected revenues. The broader purposeof 
the program is  to promote compatibility of 

"The Multistate Tax Commission is  a common-sense way for the  states t o  
reduce overlapping corporate tax administration and t o  reduce also the 
complexities in their tax laws which are a burden for both business taxpayers 
and state enforcement officials alike. Simplicity i n  business taxation is  good  for 
business and good for the  states." 

Richard 0. Lamm, Governor 
Stare o i  Colorado 

Under the joint audit program, ind~vidual 
states gain the economv and efficiencv of a 
cooperallbe enforcerwnl cflort at jd" a 
fract on of the oroaram's cost The) learn of  
any inconsistent reporting todifferent states 
by rnultistate taxpayers. Perhaps mostimpor- 
tant, they gain a tool for making the the- 
oret~cal compatibility of their tax laws work 
in practice on a care-by-case basis. 

At the same time, corporate taxpayers gain 
the convenience of a single audit in place of 
the nuisanceof separate audits by thevarious 
indw~dual states. They gain the assurance 
that no participating state will claim more 
than its proper share of thew tax base. 
Furthcrmore. they gain a forum through 
which to seek resolution of inconsistencies 
in the state t a r  ruler to which they are rub- 
ject. 

The joint audit program has been a worth- 
while investment for the participating states, 
returning over 123 for each dollar the stares 
have put into it, on top of the many other 
advantaaes which are not measurable indol- 
lars. ~ h e ~ r o ~ r a m  i s  merely a supplement to, 
and not a replacement for, the enforcement 

state enforcement policies to  the benefit of 
states and taxoavers alike. T o  this end the . , 
Commission i s  working with an advisory 
arouo of loo tax officials from the affected - .  
corporate taxpayers to make certain that the 
technical rules and procedures of the joint 
audit oroaram are fair from their rtandooint. 
Ultimate~decision on al l  policy &alters 
remains, of course, with the member states. 

The joint audit program mrludes the cor- 
porate income, sales and use, franchise, and 
gross receipts taxes levied by member stater 
and affecting interstate commerce. 

Litigation Program 
Cor~orate tax enforcement Dronramr can 

hear f h  only if the MTC and ;he hdividual 
states are able to defend the resulrs ofthecr 
audits against taxpayer challenges. Litigation . 
in this area has been a major problem for the 
states. Corporate laxation is a complex legal 
specialty, and state assistant attorneys gen- 
eral, spread thin over many kinds of rarer, 
often find themselves pitted against expert 
taxpayer attorneys with great resources and 



years of experience in the particular ques- 
tion at issue. 

For this reason, legal assistance has 
emerged as a key part of the MTC's coop- 
erative program. MTC General Counsel 
William Dexter has over thirty years of ex- 
perience in state corporate tax litigation, as 
an assistant attorney general in the states of 
M ich i~an  and Washinnton. Mr. Dexter has " " 
been actlve in  three maln areas F~rst, he has 
defended the MTC's aud~t Droaram against 

taxpayer challenges such a i  tce ~.S.~Steel  
case. Second, he has helped individual states 
defend the results of MTCaudits. And third. 
he has asrsted states with their own corporate 
tax litigation in important cases having 
revenue implications for other states.On top 
of this, Mr. Dexter has provided both formal 
and informal training and guidance for the 
legal staffs of individual states. 

The states have shown great enthusiasm 
for this legal assistance, and the MTC is 
exploring ways to meet their needs more 
adeauatelv. The program has proven its . " 
value not only in protecting stale revenues, 
but also, and more importantly, i n  promot- 
ing compatible interpretations of law in the 
courts of the different states. 

A summary of the MTC's current litigation 
and legal assistance activities appears later 
in this report. 

Other Activities 
The audit and litigation programs are 

merely the most visible of the Commission's 
efforts for compatibility in and effective ad- 
ministration of state corporate tax laws affec- 
ting interstate commerce. Apart from the 
common-sense uniformity provided in the 
Compact itself, the Commission has adopted 
advisory posit~ons on the following matters: 

1. A uniform standard for determining 
when a business i s  subject to a state's sales 
and use tax laws. 

2 .  Uniform regulations interpreting the 
provisions of the model law (UDITPA) for the 
division of a corporation's income among 
the states in which the business operates. 

3. Uniform regulations for the diviston 
among the states of income of various 

specialized industries to which the model 
law does not apply. 

4. A uniform sales and use tax exemption 
certificate. 

5. Uniform agreements for the exchange 
among the states of informatior relating to 
sales, use, and net income taxes. 

Even though such recommendations are 
advisory only and are not legally binding, 
they have been adopted widely by both 
member and non-member states. 

Despite this progress towards compatibil- 
ity, there have been persistent efforts in 
Washin~ton to im~ose  unwarranted restric- - 
tions upon state taxing powers concerning 
large multirtate corporations. MTC member 
stales have continued to ODDoSe such 
attempts, individually and t h roua  theCom- 
mission. The MTC has established a small 
Washington office to present the states' 
position on these issues. 

Membership and Operation 
States join the Commission through the 

enactment by their legislatures of the Multi- 
state Tax Compact. The Compact includes a 
uniform law which makes available to busi- 
ness taxpayers an optional procedure for 
dividing their income tax bare among the 
states in which they operate. The chief tax 

M T C  audlfor Cordon La Rue 
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official of each state represents the state on 
the Commission. An Executive Committee. 
elected by the membership, oversees the 
Commission's activities. The Executive Di- 
rector manages the Commission's day-to- 
day affairs. 

The Commission is  funded entirely by the 
member states. Each state's contribution is 
delrrmined accordnng l o  a formula oa5eaon 
thestate's tax re\endr, The duait program is  
funded separately. Most states have gotten 
back from the joint audit program consider- 
ably more than they have contributed to it. 

Currently, the Commission has 19 lull 
members and 12 associate members. Full 
members vote, pay dues, and may participate 
in the h i n t  audit oroeram. Associate mem- - .- , 
bers join by request of their governor rather 
than bv enactment of the Com~act.  Thev 
participate in MTC meetings bbt do not 
vote, pay dues, participate in the audit 
program or, in several instances, make the 
uniform law available to taxpayers. 

Uniformity-What It Is  and Isn't 
The Commission i s  not a device for pres- 

suring states into taxing corporations in  
exactly the same way. To the contrary, mem- 
ber states retain romplere control over rates, 
deductions, credits and other provisions of 
their corporate tax laws. The Compact and 
the Commtssion merely give thestates a way 
to resolve inconsistencies in theground ruler 
by which each state determines how much 
of the income of a multihtate businessshould 
be attributed to it. In short, rhe Compact 
enables the states to divide the business' 
income in an equitable manner. How heavily 
each Itare taxes its share of this income 
remains completely up to the state. 

The United States District Court for the 
Southern District of New York emphasized 
that "the Commission i s  vested with no 
taxing authority; the taxes which it admin- 
isters are only those imposed by the respec- 
tive states and subdivisions in accordance 
with state law . . .[t]he member states have 
ceded no sovereignty over !ax matters to the 
Commirsion." (U.S. Steel el al, vs. M.T.C. 
el a1, 417 F. Supp. 795, emphasis supplied.) 



US. Steel Case: 
An Invitation to State Cooperation 

"The [ formation of the] Multistate Tax Compact . . . symbolized the  recog- 
ni t ion that, as applied t o  multistate businesses. tradit ional state tax admin- 
istration was ineff icient and costly t o  bo th  state and taxpayer." 

United Srater Supreme Court, 
rrr U 5. Sred v Mulfr5tate Tax Comrnmion 

On February 21st. 1978, the United States 
Supreme Court upheld the Constitutionality 
of the Multistate Tax Compact (U.S. Steelel 
a 1  vs. M.T.C. et af., 434 US 452. 54 L. Ed. 2nd 
682 (1978)). The major issue in  this case was 
whether the Multistate Tax Compact fell 
within Article I, Section 10 (the "Compact 
Clause") of the United States Constitution 
and therefore required Congressional con- 
sent. Until the U S  Steel case, it was never 
clear precisely how far this clause extended. 
and the states did not know what agree- 
ments, compacts or other cooperative ar- 
rangements they could enter into with each 
other without obtaining the consent 
of Congress. 

The U.S. Steel case established the law in  
this area and cleared the way for more co- 
operative state efforts to deal with their 
common problems. 

Basically, the Court applied the test artic- 
ulated in Virginia vs. Tennessee, 148 US 
M 3  (1893). which is, "Does the compact or 
agreement in question enchance the politi- 
cal power of the states in a manner which 
encroaches upon the supremacy of the fed- 
eral government?" The Court deemed it 
irrelevant that a compact or agreement such 
as the Multisrate Tax Compact might en- 
chance the ability of the states to deal with 
their common problems, as long as the 
powers they were exercising through the 
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compact were those reserved to them in  the 
Constitution. Thus, even though the Multi- 
state Tax Compact enables the member 
states to enforce their corporate tax laws 
more effectively, the Compact itself is  merely 
a way for them to cooperate in exercising 
powers which each of them already pos- 
sesses. No encroachment upon federal 
powers or authority is involved, and hence 
Congressional consent is not necessary. 

The Court specifically acknowledged that 
its decision was an affirmation of the ability 
of the states to devise innovative solutions 
within the federalsystem. Quoting New York 
vs. O'Neill, 359 US 1 (1959), the Court 
noted that: 

The Constitution did not purport to 

exhaust imagination and resourceful- 
ness in  devising fruitful interstate re- 
lationshim. It i s  not to be construed to 
limit thebariety of arrangementswhich 
are ~ossible throuah thevoluntaryand 
cooperative actionrot individual states 
with a view of increasing harmony 
within the federalism created by the 
Constitution. (359 US 6) 

Thus, the U.S. Steel case opens up un- 
limited possibilities for state cooperation 
in many fields, without federal interference 
or control. This care could prove to beoneof 
the most significant involving federal-state 
relations which the United States Supreme 
Court has yet decided. 

Multnlate Tax Commirrion I 



Litigation Program 
-- 

The following is a status report on the 
MTC's litigation and legal assistance pro- 
gram. As mentioned above, the purpose of 
this program is both to  protect state revenues 
and taxing authority, and more importantly, 
to encourage compatible interpretations of 
laws affecting multistate taxpayers in the 
courts of the different states. 

A selected bibliography of published arti- 
cles on MTC-related issues appears later in 
this report. 

A. Litigation in Which the MTC Is  
Either Plaintiff or Defendant 

Since the U.S. Supreme Court upheld the 
MTC and its joint audit program in the US. 
Steel case, most corporate taxpayers have 
been cooperatingwith MTCjoint audits.This 
cooperation i s  acreditto these taxpayers,and 
many have acknowledged privately the 
merits of the program. Regrettably, a few 
corporate taxpayers have continued to re- 
sist  joint audits through legal challenges. 
U.S. Steel, International Harvester, and 
Merck currently are the only taxpayers en- 
gaged in  direct litigation with us. (Two other 
companies, Coodyear and Kraftco, are par- 
ties to  this litigation but are not actively 
pressing it themselves.) 

Of  the three companies, only lnterna- 
tional Harvester continues to  challenge the 
MTC's authority to audit them as an agent of 

the member states. US. Steel i s  resisting the 
auditors' requestto examine particular infor- 
mation essential to  the audit: Merck also has 
been resisting the auditors' requests for in- 
formation, but to a lesser degree than has 
US. Steel. 

All of the above cases have concerned 
income tax audits. No sales and use tax 
audit dispute currently i s  i n  litigation. A 
few corporate taxpayers are being uncoop- 
erative reeardine waivers of the statute of - " 
limitations. However, strong state support 
~ l u s  the MTC's increasin~ abilitv to oerform 
dudits quickly i s  reducing th~s  &obiem 
substantially. 

1, International Harvester and US. Steel 
Cases (Boise, Idaho) (MTC et al. v. Interna- 
tional Harvester et al., U S  District Court for 
Idaho, case Ul-76-182) 

These are actually part of the same case 
begun in Boise, Idaho in 1975. After the 
District Court in New York upheld the 
Commission in the U.S. Steel case, the Com- 
mission tried to  beein audits of 10 coroorate " 
tdxpayers. The taxpayers res~sted. The federal 
court In Bo~se s u ~ ~ o r t e d  the Commission. 
but in effect stayid its order pending the 
outcome of US. Steel's appeal to  the US. 
Supreme Court. Of the or~ginal defendants 
in this case, two are no longer on the 
MTC'r audit list. Four are cooperating with 
MTC auditors, and two others are expected 
to abide by pertinent orders issued by the 
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court concerning other defendants. 6. 
On the other hand, International Har- 

vester i s  seeking to appeal the Court's 
October 3,1978, order requiring it to submit 
to the audit; and U.S. Steel is  seeking to post- 
pone the audit indefinitely. At this writing, 
the MTC i s  seeking an order upon IJ.5. Steel 1 
to show cause whv it should not be held in SC 

Recent Litigation in Which the 
MTC Has Been a Participant 
But Not a Plaintiff or 
Defendant 
ASARCO (Idaho) (ASARCO vs. Idaho, 
Docket U12198. March 12, 1979) 

contempt o f  court and fined heavily. I" this case (as in the Montana ASARCO 
2. Merck (Oregon) (MTC et al. v. Merck, case in  which the MTC participated last year) 

Oregon Tax Court (11295, February 27,1979) the taxpayer sought, in effect, to attribute 

"The ldaho State Tax Commission has found  the M T C  t o  b e  a most he lp fu l  ally 
in litieatine ldaho tax cases. Bill Dexter. the  MTC's General Counsel. " " 
possesses a wealth o f  knowledge and  experience which wou ld  no t  other: 
wise be  available t o  ou r  state. In particular, the Multistate Tax Commission's 
amicus curiae brief t o  the  ldaho Supreme Court  in ASARCO v. The 
ldaho State Tax Commission contr ibuted significantly t o  the  state's victory in 
that case." 

After much of this audit had been com- 
pleted, Merck refused to  allow the auditors 
to examine coroorate minutes or to inter- ~- ~ 

~ .~ ~ ~ 

view key personnel. After a hearing, the 
Oreaon Tax Courtnranted the Commission's 
request that i t  compel Merck to submit to 
the auditor's requests. Merck has indicated 
that it will petition for a rehearing. 

3. Completed Sales and Use Tax Cases 
(Tacoma, Washington) (MTC et al. v. Ameri- 
can Can, U.S. District Court for Western 
District of Washington, Docket UC75-164T) 
(MTC et al. v. International Business Ma- 
chines et al.. US. District Court for the 
Western ~ l s t r i c t  of Washington, ~ o c k e t  
UC76-186TI These two suits in the federaldis- 
trict court i n  washington involved the MTC's 
attempt to enforce compliance with sales 
and use tax audits. On lulv 20.1978.the court 
issued an order upon thelarious defendants 
in the twosuits tosubmittoauditr. Theorder 
has become final. Of those comoanier in- 
volved, four are now cooperating with our 
audit and s ix  others have been d r o ~ ~ e d  from 
the audit list. 
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Theodore V. Spangler, Ir. 
Deputy Attorney General 

Stare of ldaho 

much of its net income to states in which this 
income was not taxable. (Technically, the 
issues were unitary apportionment and busi- 
ness vs. non-business income.) Early in 1978 
MTC General Counsel Dexter and ldaho 
Assistant Attorney General Theodore 
Spangler argued this case before the ldaho 
Supreme Court. The Court upheld ldaho 
concerning most of the income in question. 

2. Mongomery Ward (Arkansas) (Mont- 
gomery Ward v. Heath, S.C. Docket X78- 
35, 1978) 

This case concerns Arkansas' effort to 
require Montgomery Ward to report l o  
Arkansas certain income which otherwise 
would be reported to  nostate. TheMTCfiled 
an amicus brief supporting Arkansas' posi- 
tion. A decision i s  pending. 

3. Japan Line (California) (lapan Line Ltd. 
v. County of Lor Angeles, Supreme Courtof 
the United States, October Term 1977, 
No. 77-1378) 

This appeal to  the U.S. Supreme Court 
from the California Supreme Court involved 
whether Lor AngelesCounty could imposeits 



property tax on a fairly-apportioned, non- 
discriminatory basis to cargocontainers used 
in international commerce. The law is clear 
that the tax i s  proper with respect to inter- 
state commerce (Ott v. Mississippi Barge 
Lines, 336 U.S. 169 (1948) and Standard Oil 
Co. v. Peck, 342 U.S. 382(1952)). The taxpayer 
argued that the commerce clause of the 
federal Constitution means somethina dif- 
ferent for foreign commerce than it does for 
domestic commerce, and that the law should 
be construed as to foreign commerce on the 
basis of international custom. The MTC filed 
an amicus brief supporting Lor Angeles 
County because of the possible impact of the 
case upon state efforts to enforce their in- 
come taxes effectively upon multinational 
corporations. 

Shortly before this report went to press, 
the Supreme Court reversed the California 
Supreme Court and held the Los Angeles 
County property tax to be in violation of the 
Commerce Clause. The Court acknow- 
ledged that the tax was perfectly acceptable 
as applied to interstate commerce, but since 
the care0 containers were used in interna- ~ - ~~ u~ ~ 

tional commerce the Court raised other con- 
siderations which it deemed controlllinn ~ ~~ - 
in this case. 

There are important differences between 
the issues involved in this case and the 
income tax enforcement issues with which 
the Commission in concerned. At this writ- 
ing, the impact of the Japan Line decision on 
state tax policies i s  uncertain. 

4. ARCO (Colorado) (ARCO v. State of 
Colorado et al., Docket U27913, 1978) 

At issue was whether gains from the dis- 
 ori it ion of laree blocks of aoina business 
assets constituted business incomesubject to 
apportionment among the states in  which 
ARCO operates. 

. 

The assets in question were primarily 
operating assets acquired in ARCO's merger 
with Sinclair. MTC General Counsel partici- 
pated in  argument before the Colorado 
Supreme Court. A decision i s  pending. 

5. KRAFTCO (Colorado) (Kraftco v. 
Charnes. Civil Docket UC-62518) 

In this lower court case, Kraftco sought to 
overturn an assessment which was issued on 

an estimated basis after the company refused 
to submit to an MTC audit. Kraftco's argu- 
ment was basically that it had never refuied 
the audit; but that it merely had not sub- 
mitted to the audit. MTC staff members 
Fred cappetta and Gene Corrigan testified 
on behalf of the State of  Colorado.Thecourt 
upheld the assessment. 

6. Scott & Williams Inc. lNew Ham~shirel  
(Scott & Williams v. Boerd of ~Aat ion ;  
Docket U78-27,19781 

This case concern; the jurisdictional stan- 
dard for determining whether and under 
what rules sales shouid beUthrown back" to 
the state from which shipped when the des- 
tination of the sales is in a foreign country. 
The taxpayer contended for the "interna- 
tionally accepted" permanent establishment 
rule while the state argued for the P.L. 86-272 
rule. MTC General Counsel Dexter filed an 
amicus brief and participated in  argument on 
behalf of the State of New Hampshire before 
that state's Supreme Court. A decision is  
pending. 

7. U.S.Tobacco (Pennsylvania) (Common- 
wealth vs. U.S. Tobacco,S.C. DocketX771870) 

The Pennsylvania Supreme Court upheld 
the taxpayer's content~on that its salesmen's 
actlblttes in the state were not 5uch astosub- 
ject the taxpayer to the income tax jurisdic- 
tion of Pennsylvania. The MTC filed a brief 
with the US. Supreme Court requesting that 
Court to accept the State of Pennsylvania's 
appeal from that decision. The US. Supreme 
Court rejected the appeal. 

Litigation in Which the MTC Is 
Not a Party but in Which the 
MTC's Chief Counsel Is 
Representing the 
State as Counsel 

Becker Industries Corp. (Idaho) (Becker 
lndustries v. ldaho State Tax Commission, 
ldaho District Court of Ada County, X61916) 

The taxpayer here contends that ldaho 
cannot apply worldwide unitary apportion- 
ment to it. MTC General Counsel i s  con- 
ducting the litigation on behalf of ldaho. 
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"The stated purposes of this Compart are to promote uniformity among 
state tax systems, ease taxpayer compliance and minimize the risk of 
duplicative taxation of the multistate taxpayer." 

United Slates District Court, 
Southern District of New York 

in US. Steel v. Mulristafe Tax Cornmission 

"In reviewing the events of 1978, 1 am sure we all agree that the highlights 
were the favorable United States Supreme Court decision rendered 
February 21. 1978, in the protracted U.S. Steel, et al. v. Multistate Tax 
Commission litigation and hdving Article 9(4) reserved by the U.S.  Senate from 
the US-UK Tax Convention. I wish to personally commend the staff of the 
Commission for its dedication and the quality of the support provided 
during this difficult period." 

Manm H u f f  
Executive Officer 

California Franchire Tax Board 

"Mr. Dexter's assistance was invaluable not only because he had discussed 
[our] case at length and we therefore had the benefit of his expertise, but 
because the mere appearance of the Commission before the Court added 
credibility to our arguments." 

Wilbur A. Glahn, 111 
Arrirtanl Attorney General 

Srate of New Hampihire 

"The Multistate Tax Commission is actively bringing a value system of uni- 
formity and fairnrss into the administration o f  state taxation in America. It is 
working against a concerted effort to create a system of tax preference 
and exemption. It deserves broad support 'rom the American public." 

Theodore W. de Looze 
Chid Tax Counsel 

Department of Justice 
Srate of Oregon 



Executive Director's 
by Eugene F. Corrigan 

The past year has been one of progress 
and changefortheCommission. Early in  1978 
the U.S. Supreme Court upheld the validity 
of the Multistate Tax Compact in  the US. 
Steel case. Later in  the year the U.S. Senate 
rejected the threatened invasion of state 
taxing powers embodied in Article IX(4) of 
the then-proposed United Kingdom Tax 
Treaty. These victories both strengthened 
the MTC and posed new challenges. 

The Supreme Court victory in  the US. 
Steel litigation freed the audit program from 
the legal impediment under which it had 
been operating for several years. Asa result, 
the MTC had to bring the program quickly 
up to  peak efficiency so that it could fill the 
needs of  the member states. This meant not 
only completing more audits for morestates, 
but also preparing the audit reports in sucha 
way as to meet the requirements of the in- 
dividual states. 

To this end, the new position of national 
audit manager was established. This position 
has been filled by Storm A. Allman. 
Mr. Allman immediately addressed himself 
to producing an income tax audit manual 
based upon the procedures generally used 
by Commission auditors. Subsequent meet- 

ings with state audit personnel and with a 
newly-formed Technical Advisory Com- 
mittee of the Tax Executives Institute (an 
organization of top level corporate tax per- 
sonnel) have refined the procedures and re- 
quirements in  the completed manual. Al- 
though the manual is meant only toestablish 
guidelines for the auditors, it does help each 
taxpayer to know generally how its audit will 
be performed and what information will be 
required. Upon requesr, the manual is now 
furnished to  each taxpayer before i ts  audit 
begins. 

A sales and use tax audit manual i s  
also being developed; and corporate 
advice will again be sought to  eliminate any 
unnecessary burden on taxpayersand to take 
advantage of all available opportunities to  
increase audit efficiency. We expect that this 
sales and use tax manual will be completed 
by the end of the fiscal year. 

In addition to developing uniform audit 
procedures, Mr .  Allman has introduced 
management concepts which will improve 
both the quality and the productivity of  the 
audit program in the coming years. 

The audit program has proved highly pro- 
ductive for the participatingstatesduringthe 
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past year. Twelve corporate audits were 
completed, with an average of close to ten 
states participating in  each audit. Over 450 
tax years were included. 

The return to the participating slates was 
over twenty-six dollars for each dollar the 
states put into the program. This return 
should increase as the audit program devel- 
ops. However, the MTC is  seeking to put less 
emphasis on  the dollar return of the audit 
program, and to stress its value in promoting 
efficiency and convenience for both mem- 
ber stares and corporate taxpayers. 

The Commission currently is planning to 
perform more audits in  the immediate 
vicinity of its two audit offices in  Chicago 
and New York, thereby increasing i t s  cover- 
age while taking advantageof theeconomies 
of auditing locally. Currently, however, 
audits are in process on several of the cor- 
porations which had been plaintiffs or inter- 
venors in the U.S. Steel case, even though 
these taxpayers are not based close to  our 
audit offices. Several of those audits are pro- 
ceeding on a relatively congenial basis. A 
majority of themshould becompleted by the 
end of the 1978 /I979 fiscal year. 

New micro-data processing technology 
offers unexplored opportunities to state 
and MTC tax auditors. Storm l l m a n  
currently is investigating a number of data 
processing possibilities which could cut 

greatly the time and expense necessary for 
field audits of corporate taxpayers. 

Presently, MTC aud~tors work out of 
offices in New York and Chicago. The 
growing importance of West Coast firms is  
creating a need for more audit capacity in  
that region. The member states are asking 
the MTC to establish an audit office there. 
and this will be done as soon as the budget 
permits. 

As important as its own audit pro- 
gram are the MTC's efforts to  foster im- 
proved corporate tax enforcement among its 
member states. These efforts will continue 
during calendar 1979. An income tax audit 
seminar will take place in Denver in May. A 
sales and use tax audit seminar may follow 
later in the year. A litigation seminar is 
planned for August for atrorneys who litigate 
tax matters for their states. A seminar for 
stare legislators is also in  the planning 
stage. And thc Commission will co- 
sponsor a forestry taxation seminar which 
will be held in Cambridge, Massachusetts 
in December. 

The Multistate Tax Compact was orig- 
inallv develo~ed in 1966 to ~ rov i de  an 
atkrnatlve to tnen-penaln): federal leglsla- 
tlon whlch would have sreatlv im~a l red  the . . 
abhty o f  the states to  ipply their tax laws 
effect~vely to bus~nesses operating in  many 
states. Although federal leg~slatlve proposals 

MTC Executive 
oireclor Eugene 
Corrigan (leff1,and 
MTC Chanrmsn 
,and Colo.ado 
Revenue Director1 
Alan Charner. 



have been unsuccessful, they continue to 
arise in Congress Bills~ntroduced by Senator 
Charles Mathias of Maryland have been the 
main threat along these lines in recent 
years. Those bills have purported to be a 
response to lack of uniformity among state 
tax statutes and procedures. Yet, the bills 
have contained virtually no provisions which 

MTC Nrtmnrl Audit Manager Slorm Allman 

would increase uniformity in those areas. 
Rather, they would simply create exemp- 
tions for many large multistate and multi- . . 
national enterprises which have demon- 
strated no entitlement to such preferentlal 
treatment. 

In 1978 the major lederal threat to the 
states in this area was a provision in a 
tax treaty with the United Kingdom. The 
provision, Article IX(4). would have limited 
greatly the ability of the states to enforce 
effectively their tax laws concerning multi- 
national corporations. O n  i t s  face. the pro- 
vision would have applied only to the US. 
subsidiaries of parent corporations based in 
the U.K. However, had Article IX(4)  been 
approved, future treaties with other nations 
would have followed suit. Eventually US.- 
based companies would have demdnded 
from Congress equal exemption from stale 
tax praflices. 

The use of theobscure tax treaty process to 
impose restrictions upon state taxing powers 

was virtually without precedent. Making 
matters worse, the Treasury had not con- 
sulted with the states before negotiating 
away their taxing powers; nor did i t  even 
extend to the states the simple courtesy of 
directly informing them afterwards. Instead, 
state officials stumbled upon Article IX(4)in a 
routine Treasury press release. 

The states reacted vigorously to this new 
Execut~ve Branch incursion upon their 
powers. The MTC joined with other organi- 
zations and individual state officials to 
impress upon the Senate that the secret 
treaty process is a totally unacceptable 
means for resolving disputes within the 
federal system. After a long uphill battle, 
led by Senators Frank Church of Idaho and 
Ted Stevens of Alaska, the Senate excised 
Article IX(4) from the treaty, signalling a 
victory for the integrity o f  the federal system 
and against secretly-negotiated preferential 
tax treatment. 

That victory may have set the stage for a 
new dialogue between corporate taxpayers 
and the states. There now seems to be a 
greater willingness on the part of some cor- 
porate tax managers toaccept uniformity as a 
proper response to non-uniformity. This 
appears also to be true of state tax adminis- 
trators who have not always supported the 
concept of uniformity. 

Therefore, the Multistate Tax Commission 
currently is exploring the possibility of 
finding some agreement between states and 
corporate businesses regarding the prob- 
lems which arise when the tax laws and 
procedures of different states do not mesh 
with each other. The Commission partici- 
pated in one such effort in  1969 and 1970. 
but that effort failed. A renewed effort now 
might be productive. The Commission is  
concerned that no opportunity be lost to 
produce an amicable resolution to the con- 
troversy between corporate business and the 
states which has continued for some twenty 
vears. Aeainst its wishes. the Multistate 
T a r  ~om&tsslnrl has found tselfat thecenter 
of that dn,pbtc for some ten of those years. It 
would be aoorooriate if the commission , ,  , 
were to be the instrument through which 
accord could be reached. The benefitscould 
be great for everyone. 
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The Multistate Tax Commission : 

by George Kinnear 

Retrospect and Prospect 

Remarks d~ l~ve red  a t  the eleventh annual 
meeting of the Multirtate Tax Commwon, 
Denver, Colorado, June 7, 1978. 

(Edlrorr Note: Mr. Kmnear was the firrt 
Chairman of the Multirtate Tax Comm,rrion alter 
i t s  iounding in 1967, and war alra co-lounderand 
co-chairman 01 the Ad Hoc Committee. Conrirt- 
ing 01 equal numbers of rtate oiiicialr and cor- 
porate tax reprerentatwei, the AdHocCommittee 
workedior over a yeartotryrorerolvethecontro- 
verry between the rwo groups regarding how a 
corporation's inrorne should be divided among 
the diilerent rrater in which it operates. 

Thpw pdtted remarks. reproduced here largely 
as they were spoken, oflera founder's view o l th r  
potential and promire of the MTC) 

The Mull~srate Tax Compact alferr the most 
exciting promise for progress in the field of 
taxation. Itr porribilitier for good are unlimited. 
It is not a new mechanism for dominating the 
rtater. but rather an association to stimulate 
action, rtate by rtate, by providing the necessary 
tnformation which is not now available regarding 
many important problems, and by providing a 
vehicle for coo~erative rtate action. At the time 

01 its formation the MTC published a statement 
that, "the Multirtate Tax Compact ir a disciplined 
attack upon the entire problem of multirtate 
business taxation. The Compact provides a defin- 
(live and effective answer for both government 
and burinerr." 

The filing of the U.5 .  Steel care in 1972 
created a threat to the existence of the Commir- 
son. Ar a practical matter, i t  blocked rtater from 
joining as regular members. It lost us the support 
of many friends and supporterr in the businerr 
community who adopted a "wait and see" 
attrtude. In general, i t  seriously hampered the 
activities of the Cammirrion. 

This war a serious threat. Ar you know, lhore 
who have been opposed to the Commission made 
strong efforts during the extensive period of 
1972 to 1978 to blow the MTC out of the water by 
campaigning to pull rtater out of the Compact. 
They trted in my rtate, Washington, but were 
uniuccerrful. 

It is imperative, in my opinion, that the 
Cammirrion at once develop a formal program to 
enlarge i t s  regular membership. You certainly 
need to gain support from several more major 
industrial rtater,and to haveartronger geographic 
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spread of  memher Itater for the Commirrion to 
achieve the national stature and quality of work 
that I concelve for it, we murl have at least three 
quarterr of the stater contributing t o  and partiri- 
paling i n  its activilier. 

We all know that there are problems in the 
taxation of multirtare bunne,rer and that new 
ones will constantly arise. I am convinced that 
Washington, DC.. cannot solve there problems 
withour do~ng vrolence to our federal system and 

through which to consider these new prob- 
lems efficiently. 

I believe that it 13 a rignifcmr advance in state 
tar administration l o  provide for businerr a single 
place to which it may bring its tax problems or 
recommrndrtionr aririna out of mulfistdte opera- " 
tionr. Taxpayers never came to me in Washington 
to dlrcurs their tax problems in other rtates. Why 
would such r converra~ion wirh any oneadminir- 
trator offer hope to the burin~ss taxpayer of 

~ 

"Voluntary state cooperation is far better than arbitrary interference from 
Washinaton. The Multirtate Tax Commission really works for i ts  member 
states." 

Arthur Link, Governor 
Slate o i  Nor th  Dakota 

~ t h o u ~  creatmg new problems for our economic 
rplPm. The tragedy l a  that, unlrrr the rtates 
move to rave  these prohlemr iod~pendently and 
cooperatively, the federaigovernment willact and 
thcn it wrll be too late. 

A Columbia Law Review study, publdled in 
1975, starer thtr problem well, I behew: "An 
M I C  mdependenr of constant Cangreirional 
rupervwon ir prelrrablr for purporer of led- 
craliim. Although theprohlrmr oi itrtetaxalmnaf 
interstate commerce are numeraur. they rhould 
he handled by the state$. Encroachment by the 
federal government i s  not a ierlour problena, 4 s  
th? history of unpaiied Congre~tional bilk dem- 
onstrater. The red  problem i s  lo avoid forcing 

myriad interlraw r l i i u r p r w . "  
In additton m p in ing  the support o f  more 

rtater the MTC m w  also regain and expand thc 
support of the burinersscctar iftheCommissior is 
tn he effertive rr a na~ional organiration. 

Vult<rtatr h u r ~ n ~ i r  aitwtler are rertainli going 
to lnrreare and will undoubtedly change The 
terhnologrcal. trarnpurtalion, and comrnunira- 
1.0" rrvoluuonr wlil inevitablyrirer many bui incs 
practice5 Thlc wdl raure new and presently unfor- 
recn problemr. Aiong with this wdl come inteni- 
fled demandsfor i~niform~ty,r impl<r~ty,and rqui .y 
in lax~tion. The Cornmisrion prowder a mmiwm 
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rolut~onr prior ta the crratlon of the Multirtate 
Tax Comrnirrionf The Comm~rrior giver a multi- 
rtate bwnesr an opportunity to deal with the 
rtates through one agency instead of through as 
many as filly. Without this agency, it ir virtually 
imporsable for any company to work toward 
schleving uniformity in enher laws or regula- 
tion, by chasing around lrom <!ate capital tostate 
cdpital and inevitablv hawng to backtrack as a 
rciult o i  vsriat~onr in indlvldual conferences. 

More imporlam, perhaps. than all other points. 
Ir rh~s one: The Commisr,on has  a v a i l ~ h l ~  the best 
rdx mmdr in a growmg maprrfy of stares. It also 
has available a s  canwltrntr a number of the best 
tax authorities in the country outride 01 govern- 
ment. I flrmly believe there ir nor the r l i~hter t  
r r a m n  why this organlratton cannot create for 
\tielf a rtature and reputatmn that in it, special 
f ~e l d  could compare with a n  organization such as 
the Brooklngr Inititut~on. 

The abiliwr thdt the Comm\sr~on will com- 
mand wtll be an inraluable rupplement to the 
skills and knowledge of each of the rtater. par- 
ucuiarl) lhorewfth i~rntted research personnel and 
IICIII~~PT. Th,s will provide a major iozw for Im- 
proved rtatelaradm~niitrat~on acrorrthe nation at 
r very nom~nal cost to each rtate. Thir alone con- 
mtzlter a most raluable contrlburion to good 
government, and unquertionably to stater and 
tarpayers alike. 

I am not ru~gr,ting that the MIC,  wilfully or 



otherwise, become a 4th level of government, or 
that it should or might take away some degree of 
state sovereignty. The Compact is not written that 
way; and you have taken administrative actions 
which have provided further protection. 

All too many rtate tax administrators donottake 
a large view of their leadership assignment. Too 
many simply tend the machinery of their own 
assigned task. They may do their job very well 
indeed, but they are not pursuing avision of what 
i s  needed and of what can be accomplished. 

Measuring the dimensions ofthe governmental 
predicament which confronts the people of this 
country requires that we face up to a basic 
development of recent years. We are dealing with 
a reallocation of governmental power that is 
quickening and will soon change the entire 
character of our Constitutional rtrunure. 

A generation ago, during the height ol the New 
Deal, a group of farsighted individuals realized 
that, i f  the rtater were to remain strong partners in 
the federal syTtem despite the great growth of 
federal activity, they would have to learn to 
cooperate among themselves. Out of their efforts 
came a number of institutions for interstate 
collaboration, generally grouped around the 
Council of State Governmentr and a number of 
arrociationr of rtate officials. 

Like its precursar,federalism-without-Warhing- 
ton also involver equality. Every rtate is equally 
represented in those activities in which i t  ir a 

partner and shares equally in policy-making for 
the entire partnership. In an age that seeks to 
increase democratic participation to minimize 
coercion in human affairs, such expressions of 
the federal principle are fully consonant with 
the most current polit,cal ideas. 

At the same time i t  i s  precisely this volun- 
tarirm and equality-among-states that make fed- 
eralism-without-Washington so fraught with dif- 
ficulties. True voluntarism requires that agree- 
ment must be obtained among all partners i f  the 
partnership ar a whole ir to act. 

The attempt to get all or any number close to 50 
stater to agree on common policy is bound to be a 
difficult one without outride pressure. I have 
suggested that you might utilize a regional ap- 
proach, at first, within the MTC organization and 
administration. Regional scope doer tend to ease 
attempts toward interstate collaboration. Various 
programs o f  interstate sharing provide poten- 
tial for cooperation without pressure from 
Washington, D.C.: the sharing of facilities, the 
sharing of perronnel, the rhar~ng of adminirtra- 
tion, the development of common laws or stan- 
dards, the development of common policies. 
Elements of each are to be found within the 
framework of the MTC. 

There i s  no rearon why the use of federalism- 
without-Washington i s  not fully as appropriate 
for developing common nationwide standards as 
is the use of the power of Washington. 

Idaho avd~t ruperwor Frank M e d h  Slate audir chief5 MTC audir manual. From lop. 
George Webpr. Oregon; Horace Cs8lev. Utah; 
Ted M~ddle. colorado, and Paul trrkinr. California- 
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Conclusion 

We have read much in recent years oltherapid- 
ity wlth which our economy and our society are 
changing. We need the capacity to recognize our 
problemr, to understand their shifting rharacter- 
irtics, to be ready to dircovernewrolutionr,and to 
put them into effect. 

We must ronrciourly give up the "short term" 
answers, or recognize them as ruch, and reek 
through broader knowledge the long range pro- 
gram, errential to match the needs of the hour. 

The continuing vitality of rtate and local gov- 
ernment affords the most solid ewdence that our 
federal ryrtem ir still a n  arret and nor a liabiliry. 
It requires tolerance of diversity and is not easy to 
operate. But i t  doer perm,! a bra ad degree of flex^- 
bjlity which makes it adaptable to crises. Here is 
where we come in1 

T a r  administrators are an integral part o f  the 
leadership of rtate government, of a vital portmn 
of our ryrtem of  federalism. We dare not be 
raurlied with merely minding the store, tending 
the machinery of our department. We must not 
contribute to the public inerta that ir prevalent in  
history. 

Fiscal 

7213 

73/4 

7.115 

75/6 

76!7 

77/8 

Each of ur has a primary rerponribility tohirawn 
rtate, but no one of us can alford to be narrow in  
his virion at this obli~ation. 

I W ~ L  t ~ h  e or m~deq.rte wl CWI in a few 
5 l r t r ,  can . a  .re " $ 5  01 p I U  < c rn f  den<? n all 
,tare Korrr m r n t r  Woderl  rornmt.n rat on t a c h  
itier will see to that. 

tach of  us must understand and be concerned 
about the economic impact ot our rtate tar 
policies within and wnhout the state. Our econ- 
omy has become regional and national, and each 
rtate government must accept rerponrib~lity for 
the mpact 01 its deririonr beyond its borders. 

Fir!dJJy, we must rerirt the oven pressures to  
subordinate rtater to a postion 01 agencies of the 
federal government, and we must realize that no  
rtate can stand against this pressure alone. 

With the Conrritutional challenge rernoved,the 
MTC now stands ar a viable and flexjble vehicleof 
rtate government, capablr of dcvcloping rolu- 
tlonr for each of there rignhcant problems. I t  is 
a realq, a lac!; and, with your determinationand 
comm~tmrnt. i t  ran develop as both a protectton 
for and an  ~dvantement of  the positton o f  the 
stater in the federal system. 

MTC AUDIT P R O D U C T I O N  
COSTS S H O W N  AS PORTION O F  RETURN 

I 
Production 12,513,865 

Cost $ 146,138 
Production/Cort 

Production $1,082,533 Ralio 

Cost $ 158,312 1972/73 17/1 

Production 52.M4.663 
Cost 1 141,547 

Production $2,508,643 
Cost 5 251.536 

Production $9,981,511 I 
. - - 

Cost 5 375,626 I-- Production $10,546,361 
Cost $ 438,240 

1 2 3 4 5 6  7 --J 8 9 10 11 
Dollars in mill ions 
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Member 
Kenneth Coly. 
State Controller 
Chairman, Franchise Tax  Board 
PO. Box 1468 
Sacramento, California 95807 
(916) 445-2636 

Allernale 
Madin Huff 
Executive Oflicer 
Franchise Tax Board 
1W1 C Street, Suite 302 
Sacramento, Californa 95814 
1916) 445-0408 

Colorado 
Member 
Alan N. Chama 
Executwe Dcrector 
Colorado Department of 

Revenue 
1375 Sherman Street 
Denver, Colorado 80261 
(303) 839-3091 

Alternate 
Frank Wckrrilh 
Ch~ef of Taxatloo 
Colorado Department of 

Revenue 
1375 Sherman Street 
Denver. Colorado 80261 
(303) 839-UU8 

.Chrlrrnm of Ihr  b a r d  of tqu;i#2mon 
rrprerenl, Caldornla 8 "  M T C  fhrral years 
bwnntng  in odd-n~mberedrr le~dar ica15. 
and the Chairman o C t h e r r a n r h i ~ e ~ a r ~ a : d  
icprtren5 C~llfornia 3" M T C  flicrllerrl b. 
8'""'"8 in even-"umbered calendar year,. 

Hawaii 
Mrrnber 
George Freilar 
D~rector ol Taxatmn 
Hawall Department of Taratmn 
P 0 Box 259 
Honolulu Hawall 96809 
(808) 548-7650 

Alternate 
Sbnley Supat 
Deputy D~rector 
Drpdrtmen~ of Taxatlon 
P 0 Box 259 
Honolulu. Hawall 96809 
(808) 548-7562 

ldaho 
Member 
lenkin 1. Palmer 
Commirrioner 
Department of Revenue and 

Taxation 
ldaho State Tax Commission 
P.O. Box 36 
Boise, ldaho 83722 
(208) 384-3147 

Alternate 
Larry G. Looney 
Commtrrioner 
Department of Revenue and 

Taxation 
Idaho State Tax Commrrrion 
P.O. Box 36 
Bore, ldaho 83707 
(2W) 384-3149 

Kansas 
Member 
Michael Lennen 
Secretary o l  Revenue 
Kanrar Department of Revenue 
State Office Building 
Topeka. Kanrar 66625 
(9131 2%-X41 



Michigan 
Member 
Loren Monroe 
State lrearurer 
Departm~nt of Trearury 
Trearury Building 
Lansing, Michigan 48922 
1517) 373-3223 

Allernate 
Sydney Goodman 
Cammiwoner a1 Revenue 
Department of Treasury 
Revenue Divirion 
Trearury Building 
Lansing. Michigan 48922 
(517) 373-3191 

Missouri 
Member 
Gerdd N. Goldber~ 
Director 01 Revenue 
Department of Revenue 
P.O. Box 311 
lelferran C q ,  Mtrrourl 6nOl 
(314) 751-4450 

Allernale 
F. Terrell Eckerl 
Divirion of Taxation & Collectnn 
Department of  Revenue 
P.O. Box 629 
lefferron City. Missouri 65101 
(314) 751-3608 

Montana 
Member 
Mar). 1. Crai. 
Director of Revenue 
Montana Department of Revenue 
Mitchell Building 
Helena, Montana 59601 
(406) 449-2W 

Allemare 
bu ry  Lewis 
Deputy Dmector of Revenue 
Montana Department of  Revenue 
Mitchell Butld~ng 
Helena. Montana 59601 
(406) 449-2460 

Nebraska 
Member 
Fred Herrington 
State Tar Commisrioner 
PO. Box 94818 
Lincoln, Nebraska 68509 
(402) 471-2971 

Alternate 
lohn L. Decker 
Administrator 
Tax Policy Division 
Depanment of Revenue 
PO. Box 94818 
Lincoln, Nebraska 68509 
(402) 471-2971 

Nevada 
Mcmber 
Roy E. Nickran 
Execmve Director 
Department of Taxation 
1100 f .  Williams. Capital Plaza 

Building 
Carson City, Nevada 89710 

Alternate 
Jeanne I). Hannalln 
Deputy Director 
Department of Taxation 
Capital Plaza Building 
1103 E. Williams 
Carron Clly, Nevada 89710 
(702) 885-4820 

New Mexico 
&<ember 
Fred Muniz 
Commtrr~oner of Rerenue 
New Mexlco Bureau of Revenue 
Santa Fe, New Merlco 87501 
(5051 827-3221 

Allernate 
Art Snerd 
Revenue D ~ v ~ r ~ o n  D~rector 
New Mextco Bureau of Revenue 
P 0 Box 630 
Sanla Fr NPW M e x m  87503 
6051 827-3221 r3W 

North Dakota 
Member 
Byron L O a s a n *  
Tax Commirrioner 
North Dakota State Tax Department 
Bismarck. North Dakota 58505 
(701) 224-2770 

Alternate 
Robert R. Keucl 
North Dakota State Tax Department 
State Capitol 
Bismarck, North Dakota 58505 
(701) 224-3450 

Oregon 
Member 
Robyn Goduin 
Director 
Department 01 Revenue 
204 State Office Building 
Salem, Oregon 97310 
(503) 378-3363 

Al!ernate 
7hmdore W. de Looze 
Chief Tar Counsel 
Tax Dlvirion 
Dcpartrnent of lurtice 
State Office Building 
Salem, Oregon 97310 
(503) 378-4497 

South Dakota 
Member 
Sleven I. Zellrncr 
Secretary of Revenue 
Capitol Lake Plaza 
Pterre, South Dakota 57931 
(605) 773-3311 

Allernate 
Ow i l k  oixon 
Audit Director 
Department of Revenue 
Capitol Lake Plaza Building 
Pierre, South Dakota 57501 
1605) 773-3311 

MTC Chairrnan,luly 1, 1972-June P. 



Texas 
Member 
Bob Bullwk 
Comptroller of Public Accounts 
LBJ State Office Building 
Austin, Texas 78711 
(512) 475-MM1 

Alternate 
Wade Anderron 
Asrirtant Comptroller 
Legal Services 
Office of Comptroller 
Austin, Texas 78711 
(512) 475-1906 

Utah 
Member 
David Duncan 
Chairman 
Utah State Tax Commission 
M 2  State Office Bullding 
Salt Lake City. Utah 84114 
(801) 533-5831 

Alternate 
ooudas F. Sonnl.6 
Utah State Tax Commission 
201 State Office Building 
Salt Lake City. Utah 84134 
(801) 533-5831 

Washington 
Member 
Chadn Hoddc 
Director 
Warhington Department of 

Revenue 
415 General Administration 

Building 
Olympia, Washington 98504 
(206) 753-5512 

Alternate 
Ed Tredcn 
Arrirtant Director 
Department of Revenue 
415 General Administration 

Building 
Olympia, Washington 98504 
(206) 753-5504 

Tax Administrators 
Associate Member States 

The Commission has made provirqn for associate membership by 
Section 13 of itr bylaw. ar followr: 

13. Associate Membership 

(a) Associate membership in the Compact may be granted, by a 
mapmy vate of the Comm~rrron members, to those States which 
have not effectively enacted the Compact but which have,through 
legirlatlve enactment, made dfective adoption of the Compact 
dependent upon a rubsequent condition or have, through their 
Governor or through a statutorily established State agency, 
requested associate membership. 

(b) Reprcrentativer of such associate members shall not be 
entitled to vate or to hold a Cornmisiiorr office. but shall otherwise 
have all the rights of Commisr~on memberr. 

A~ior tat r  memher,h~o ir pxtended erner~allv for states that w r h  to 

full members 

Alabama 
Ralph P. Easerton. 11. 
Commirrioner 
Department o l  Revenue 
Montgomery, Alabama 36130 
12051 832-5780 

Arizona 
Neal G. Trarente 
Director 
Department of Revenue 
Capitol Building, West W~ng 
Phoenix, Arizona 85007 
(602) 255-3393 

Georgia 
W.E. Strickland 
Commissioner 
Department of Revenue 
410 Trinity-Washington Building 
Atlanta, Georgia 30334 
(4C4) 656-4016 

Louisiana 
Shirley McNarnara 
Secretary 
Department of Revenue 

and Taxation 
State of Louiriana 
PO. Box 201 
Baton Rouge, Louisiana 70821 
(504) 342-6&79 



Maryland 
Loulr L Goldstein 
Comptroller of the Treasury 
State Treasury Building 
PO. Box 466 
Annapol~s, Maryland 21404 
(301) 269-3801 

Massachusetts 
L Joyce Hampers 
Commirrioner 
Department of 

Revenue 
100 Cambridge Street 
Borton, Massachusetts 02202 
1617) 727-4201 

Minnesota 
Clyde L Allen. jr. 
Commissioner of the Revenue 
Department of Revenue 
Centennial Office Building 
St. Paul, Minnesota 55145 
(612) 296-3401 

New Jersey 
Sidney Clner  
Director 
Division of Taxation 
Department of Treasury 
West State & Willow Streets 
Trenton. New lerrey 08625 
(609) 292-5185 

Ohio 
M8.r L Lindley 
Tax Commirrioner 
Department of Taxation 
P 0. Box 530 
Columbus, Ohio 43216 
(614) 466-2166 

Pennsylvania I Tax 
Howard A. Cohen 
Secretary of  Revenue 
Department of Revenue 
207 Finance Building 
Harrisburg. Pennsylvania 17127 
(717) 783-3680 

Tennessee 

Administrators 
Non-member 
States 

I 
West Virginia 

lohn Y. Kin8 
Commirrioner 
Department of Revenue 
Andrew Jackson State Office 

Building 
Naihville, Tennessee 37242 
(615) 741-2461 

- 
David C. Hardesh. Ir. i Delaware 

Connecticut 
Oterk Dubno 
Commirrioner 
Tar Department 
92 Farmington Avenue 
Hdrtiord, Connecticut 06115 
(203) 566-7120 

- - - -  

I h h  & ~ rench  Streets 

.. - 
State Tax Commirsioner 
State Tax Department 
Charlrrton, West Virginia 25305 
(304) 348-2501 

Wilmmgton, Delaware 19899 
1302) 571-3315 

~ - .. ~ .~~ - 

John L. Sullivan 
of Revenue 

Department of Finance 
Wilminsron State Office Bldc. 

District of Columbia 
Kenneth Bark ~ ~ - ~ .~~ 
Dlrector of  Finance & Revenue 
U!rtrict of Columbia 
Room 4136 ,Municipal Center 
MO Indiana Avenue, N.W. 
Washington, D.C. 20M)l 
(2021 727-6020 

I Florida 
Randy Miller 
Executive Director 
Florida Department of Revenue 
102 Carlton Bulding 
Tallahassee, Florida 32304 
(901) 488-5050 



Illinois 
l ame  Za~el 
Director 
lllinoir Department of Revenue 
P.O. Box 3681 
Springfield, lllinoir 62708 
(217) 782-6330 

lndiana 
Donald H. Clark* 
Comm~srmner of Revenue 
Indiana Department of Revenue 
202 State Office Building 
Indianapalir, Indiana 46204 
i317) 633~6842 

Iowa 
Gerald D. Bair 
Dtrector 
Iowa Departmen1 of Revenue 
Lucas State Offlce Bulldlng 
Der Molner, Iowa 50319 
(515) 281-3204 

Kentucky 
Maurice P. Carpenler 
Commirrioner 
Department of Revenue 
Stale Office Building 
Frankfort. Kentucky 50401 
(502) 564-3226 

Maine 
Raymond L Halperin 
Stare Tax Arresror 
Bureau o l  Taxation 
State Office Building 
Augusta, Maine 04333 
(107) 289-2076 

Mississippi 
Chad- R. Brady 
Charman 
T a r  Commmmn 
Noolfolk State Offlce B u h h g  
Idckson, Mrw511pp1 39205 
(601) 354-6255 
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New Hampshire 
Lloyd M. Price 
Commirrioner 
Department of Revenue 

Administration 
19 Pillrbury Street 
Concord. New Hampshire 03301 
(603) 271-2191 

New York 
lamer H. Tully, Ir. 
Comm~rr~oner 
New York State Department of 

Taxallan and Fmance 
Albany, New York 12227 
(518) 457-2244 

North Carolina 
Mark Lynch 
Secretary of Revenue 
Depanrnrnr of Revenue 
PO. Box 25WO 
Rale~gh, North Carolina 27640 
(919) 733-7211 

Oklahoma 
lamer E. Walker 
Charrman 
Slate Tax Comm~man 
The M C Connori 8urldlng 
2501 N L8ncaln 
Okiahoma City, Oklahoma 73194 
(405) 521-1115 

Rhode Island 
lohn H. Norberg 
Tax  Admmirrator 
Dlwr~on of Taxatton 
Department of Adm~n$rtrat~on 
289 Promenade Strert 
Prowdence, Rhodr Island 02908 
1401) 277 3050 

South Carolina 
Robert C. Warson 
Charman 
Tax Commmion 
Box 125 
Columbia, South Carolina 29214 
(803) 758-2691 

Vermont 
Harriel Kin8 
Cornrn~rrroner of Taxer  
Departmen1 of Taxer 
Pavlllon Offlce Bu~ldtng 
Monlpelier, Verwont 05602 
(802) 828-2505 

Virginia 
William H. Forst 
State Tax Commirrioner 
Commonweallh of Virginia 
Uepartmenl of Taxarton 
Richmond, Virgrnia 23215 
804) 786-3968 

Wisconsin 
Mark 5. Murolf 
Secretary of Revenue 
Department of Revenue 
201 E Waihmgton Ave 
Madmm. Wlwoniin 53702 
(6081 266-1611 

Wyoming 
Rudolph Anrelmi 
Chairman 
Wyorntng Tax Commirrion and 

Board of Equalization 
2200 Carey Avenue 
Cheycnne. Wyomfng 82W1 
(J07) 777-7307 



Multistate Tax Commission 

Staff Members 

Executive Director 
Eugene F. Corrigan became the Commis- 
sion's first staff member in 1969, after re- 
signing his position as chief counsel of the 
Illinois Department of Revenue's Chicago 
office. His prior experience included three 
years as a Sears, Roebuck tax attorney and 
ten years with the Illinois Department of 
Revenue. Duringthe mid-sixties, he wasalso 
a partner in the Chicago law firm of 
Stradford, Lafontant, Fisher & Corrigan. He i s  
a graduate of Princeton University and of 
John Marshall Law School of Chicago. He 
offices at the Commission's headquarters in 
Boulder, Colorado. 

Deputy Executive Director 
Jonathan Rowe has been working on tax  
policy issues for seven years. A native of 
Massachusetts, he i s  a graduate of Harvard 
College and of the University of Pennsyl- 

vania Law School. In 1971, he joined the Pub- 
lic Citizen Tax Reform Research Croup. He 
continued there until 1976, when he became 
a revenue and budget advisor to Marion 
Barry, now Mayor of the District o f  Colum- 
bia. He joined the MTC in 1977. As Deputy 
Executive Director, he presents Commission 
positions to and maintains liaison with gov- 
ernment officials, the press, interested or- 
ganizations and the various states. He is the 
ioint author of Tax Politics. an analvsis of the 
nation's tax system; and i s  author and editor 
of other tax-related articles and ~ublications. 

Chief Counsel 
William D. Dexter has been an active bar- 
rister in state revenue matters since 1949. 
when he became an assistant attorney gen- 
eral in Mtchwan's Treasury De~artment. He . . 
won many important cases there, including 
the Armco and Cleveland Cliffs cases, and 
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rose t o  Chief Attorney for Tax Matters. 
Uurmg those years, his wife studied medi- 
cine and, after 17 years in general practice, 
became a prychiatrist. ln1971,they movedto 
Olympia, Washington, where she started her 
psychiatric practiceand where he becamean 
assistant attorney genera! for tax matters 
assigned to the Department of Revenue. I n  
1975 he joined the Multistate Tax Commir- 
sion. As Chief Counsel, his first assignment 
war toexpedite the then-languishing case of 
US. Steel, e l  a1 v. Muftislate Tax Commir- 
iion, et al. He pursued that case to early 
fruition in the U.S. Supreme Court. Mean- 
while, he won the Hertz case i n  the Wash- 
ington Supreme Court. He has participated 
in innumerable other cares on  behalf of the 
Commission and states: (1) via briefs amrci 
curiae i n  the U.S. Supreme Court, and i n  the 
Suoreme Courts of dolorado. ldaho Illinois. 
Louisiana, Michigan, Missouri, Oregon. 
Washington, Arkansas, and New Hampshrre; 
(2) i n  Oral arguments in a l l  of these state5 
except Arkansas; and (3) in rases before 
federal rourt r  in ldaho, New Yark, North 
Dakota. Washington, and thc6th.8thmd 9th 
Circuit Courts of Appeal. He has been o f  
counsel t o  numerous slate legal staffs i n  
regard t o  a variety of state and local tax mat- 
ters. His articles have appeared i n  the Van- 
derbilt Law Review, The Urban Lawyer (an 
American Bar Association publ~calion), Tax 
Notes magazine, and in various other publi- 
cations He is a leadine state government 

his servlces available to the states in matters 
which involbe interstate tax dtsputes. 

National Audit Manager 
Storm Allrnan joirled rhe Multistate Tax 
Commission staff in mid-1978. He is a gradu- 
ate o f  the University o l  Wiscons~n (B.S.) 
and o f  the Univcrrity o f  Southern California 
from which he earned another 0.5. and two 
M.B.A.'s (with majors inquantitative analysis, 
fmance and taxation). His background i n -  
cludes experience as a Senior Acwuntant 
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(Gallenkamp Stores), Acquisitions Manager 
(Whittaker Corporation), Materials Manager 
(A Walter Kidde subsidiary), EDP Consultant 
(Pardmount Studios), Audit ManaRer (Alex- 
ander Grant & Co.) and Corporate Con- 
troller (Standv Corporation). HIS assign- 
ment i s  t o  apply advanced management 
concepts and controls to maximize the 
efficiency of the Comm~ssion's audit 
program. 

Midwest Regional Audit Manager 
Fred Cappetta has been wi th the Commir- 
r ion ior  seven years. Hir prior experience 
included three years w ~ t h  the California 
Board o f  Equalization and seventeen with 
the California Franchise Tax Board, all in 
Chicago. Mor t  of his career has been 
devoted t o  resolving complicated tax issues 
between Cdliiornia or the MTC and the top 
management o f  very large taxpayers. Agrad- 
uate o f  Roorevelt University, he has foryears 
been a featured lecturer at the annual Tax 
Execut~ves inrtltute semlnars at both M ~ c h t -  
gan State Unlverslty drrd lndrana Unlverslty; 
and he has been a frequent lecturer and in- 
structor at workshop dnd tralntng programs 
among the varlous states. I n  1974 he made 
the first state Income tar presentation ever 
delivered as a part of New Yurk University's 
annual Institute on Federal Taxation. 

Eastern Regional Audit Manager 
Morton Kotkin wa, appo~nted Eastern Re- 
gional Manager elfeit ive November 14, 
1978. Prior to this appointment, he served 
with the Commission ar d Sendor Audltor for 
four years. Before jo in~ng the MTC in 1974, 
he had been a n  auditor and f ~ e l d  audit super- 
visor with the New York office of rhe Cali- 
fornia State Board of Equaliidrion for 12 
years, performing and wpervis>ng sales, use, 
propertv and cigarette tax audits o f  Cali- 
fornia', largert out-of-rtate tarpdyers. A 
native o f  Brooklyn, New York, hcgradurted 
from Uew York University i n  1961 with a 
Bachelor of Science Degree in Accounting. 



Appendix A 

APPORTIONMENT OF 1978-79 BUDGET 

1974-75 OAppor- 'Appor- 
#Revenues tioned tioned Total Share 

under % to Share of Share of of 1978-79 
State Compact Total 10% 90% Budget 

Alaska $ 115,423,200 
Arkansas 391,660,885 
California 7,190,203,000 
Colorado 562,259,995 
Hawaii 440,141,865 
Idaho 224,582,934 
Kansas 516,786,161 
Michigan 2,359,747,563 
Missouri 784,333,283 
Montana 110,701,206 
Nebraska 247,501,000 
Nevada 100,543,827 
New Mexico 329,996,000 
North Dakota 162,503,754 
Oregon 529.652.000 
South Dakota 77,116,673 
Texas 1,629,203,866 
Utah 318,965,184 
Washington 857,499,W 

D For fiscal year endlng lune 30. 1975 
10%. in equal sharer: 90% on the b w r  ol tar  revenuer 



8 .  

PROGRESS IN UNIFORMITY THROUGH ADOPTION OF 
THE 

UNIFORM DIVISION OF INCOME FOR TAX PURPOSES ACT 
AMONG THE STATES 

Alabama ( I )  l n d m a  (2) NFW MCX~CO 
Alaska Kansas Nonh  Carolma 
Arkansas Kcntucky North Dakota 
Cahlornia Mainc Oklahoma (7) 
Colorado (2)  Marsaehusettr (4)(5) Oregon 
Dlrtrict of Columbia Michigan Pennsylvania 
Florida (4) Minroun (2) South Carolina 
Hawati (2) Montana (2) Tcnnerrcc 
Idaho Nebraska (2)  Utah (2) 
llltnois New Hamprhlrc (61 Virginla 

Georgia is somctimt~ considered to be a UDITPA state: but its payroll and sales 
factors are rubrlantially diflcrcnr 

West V~rginia has adapted LIDITPA but eliminated the salcr factor. 

NOTES: 
( I )  Alabama's corporate mcome lax  w t u w  i s  vague on how the rtatc is to deter- 

mme what portion nfacorporation'? mcomeisto beattributedtothestatefor 
tan purposer. On Srptembcr 6. 1967. thc Alabama Legirlaturc enacted the 
Multistatr Tar Compact, whtch mcludrs UDITPA. subject to rongrerrianal 
rnactmrnl or a Multlrtate l a x  Campacl Bill On September 12. 1967. the 
Alahamn Department of Revenue promulgated regulations whch adopt the 
UDITPA prov~rions a? the b m r  on which to drtcrmine thcamount ofa cor- 
poration'~ income which i s  attvbutahle to a stat? 

(2) l h i r  statr adoplcd UDITPA b) enacting the Mulurtatc Tax Compact. 

( 3 )  Flarlda enacted the MultistateTar Compact in 1969. When ttenacted itrcor- 
porn!? income tax in 1971. 11 deleted UUlTPA lrom 1,s statutes. Yet itscor- 
poratr income tax ,mute I S  suhsiantially in accord u i t h  UDlTPA 

(4 )  Both Florlda and Marsachusetti no* doublc-weight the sales factar in the 
formula. T h u  the ueightr of the factors arc. raler 50%. propcrty 25%. and 
payroll 2Srb T ~ K  canstituter a scrvour dtvcrgence lrom the unllorrn laws 
wh~ch jcupardizes umfarmaty. 

( 5 )  Masachuaetts 15 mcluded a$ a I 'L3l ' lPA statr hecauw it closely follows the 
V D I I P A  apport8unmrnt lurn~ula. Ma*rachu,ctl\ adopicd the 3-factor 
lurmt~la in 1920and L D I  I 'PA codilicd that furrnu1;t. H,,uever. rather than 
\ourcc. I IOITPA adoptud dcrlinnmn lor  sales. w b ~ r i l  to the cond~tion that 
thr scllcr k r u h ~ c c t  tolhejurmJiction o l t hcdc~ t~nd l~nn~ ta te .  In 1946. M a w -  
uhurcur chrngcd rh dc$tinatmn h a w  but ritblci.1 III thccuirrnl modtlicacion 
lhitt no-nc\w mlcq are Ma\rschusctt\ ,ale\ 11 thry arc  not r d d  h) third state 
harcd balc\mcn I t l8ke UI>I I  I'A. i d  inconic. ,ncludmg lntangiblc incomc.#r 
put into llx Mar%achusetlr lax  b a r  w r h  !he *ale c~clusian o l  dividcodr 
receivrd lrorn corpurmonr, but not Iruft, or DISCS. in uhtch the recewng 
ccrpurauon oun\  niore ;hrn I Y i  01 thc ioung \ luck.  

(6) Uru llrrnprhirc ir tncludrd lhcrcr\a I ' I ) ITPA\ta lcc icnrhoughirspropcr ty 
I;wtt>r ir somewh:11 d i f f r r rn~ 

7 hlthrlugh 0Llahorn.i lhar no, tr.i.hn~c.~ll) adopted I 1)I I P \ .  ltr law appcar, 
to hc rufl ic~rnll! clobc iocndblc Ol.l;ihom.lli~ bccmwdcred a I!IIITPA.,atc. 



Appendix C 

SALES AND USE TAX JURISDICTION 

LIMITATION STATEMENT 

SALES AND USE T A X  JURISDICTION S T A N D A R D  



Appendix D 
UNIFORM SALES I USE TAX CERTIFICATE FORM 



Appendix E 

Report of 

Public Accountants 



E l u l t i s t d t e  T a r  Cnmrnission 
Buuldr; .  Colorado 

Ide lmvr examined tile b a l a n c e  sheer of l l u l t i s t a t e  Tax C a m s i s s i a n  at  J u n e  30, 
1?75 and t h e  r r l a c e d  s c a r e r n e n t i  of changes  i n  fund  b a l a n c e ,  revenue, acd 
i l : c n r i c J  expezse  and changes  i n  f i n a n c i a l  z o s i r i a n  f o r  r h r  year then ended. 
O u r  r x m i n a t i u n  was made i n  accordance v i r h  g e n e r a l l y  a c c e p t e d  a u d i t i n g  
s t a n d a r d s  a n d ,  a c c o r d i n g l y ,  inr:udcd s ~ , c h  Lestj of  t h e  a c c o u n t i n g  records  
aall s u c h  o t h e r  e u d i r i n p ,  p r o c e d u r e s  as i:c cnns i r l r r ed  n e c e s s a r y  i n  the circum- 
SCJncei;. 

I n  our  o p i n i o n ,  t h e  f i n u . l c i a 1  stacrmi.nr+ r r f r r r u ?  t o  above presan:  f a i r l y  t h e  
f i n a x i a l  p o s i t i o n  o f  : l u l r i s i n t ~  T a x  C o n i z s i a n  pt 3 w e  30. 1978 and  the re- 
sults i-i its o p e r a t i o n s ,  c h . i n j i s  i n  f u n d  b 3 l o n c e ,  and ctianzes i n  f i n a n c i a l  
p o s l c i o r  f o r  t h e  yedr t h e n  enilt,r! in c o n t o r n i i g  w i t h  gonernlly a c c e p t e d  accuunt- 
in ;  p r i r i c i p l ~ 5  app l iCd  a n  a h a c i 5  c o n s i s t r o t  w i r h  t11. i~ of  ri .e  p r e c e d i n g  year .  



Exhibit A 

MJLTISTATE TAX COV3!ISSION 

BAUNCE S H B  
June 30. 1978 

ASSETS 

CURRENT ASSETS 
Cash 
Certificates of deposit 
Insurance refund receivable 
Assessments and audit reimbursements receivable 
Prepaid insurance 

......................................... TOTAL CURRENT ASSETS 217.515 

PROPERTY AND EQUIPMENT 
OEFice furniture and eq~ipm~nt $ 32.522 
Less accumulated depreciation $ 13,731 
Leasehold improvements 1,885 
LESS accumulated amortization 1.013 87 2 . 

TOTAL PROPERTY AND EQUIP>lF.NT ................................. 14.603 

OTHER ASSETS 
Expense account advances 
Depnslrs 
Prepaid and unamortized past 

service pension c o s t s  

TOTAL OTHER ASSETS ........................................... 15,240 

.............................................. TOTAL ASSETS 2- 

LIABILITIES AND FUSD BALAYCC 

CURRENT LIABILITIES 
Accounts payable $ 10.857 
Payroll taxes  payable 9.280 
Accrued retirement provision 4,149 
Assessmenfs and a u d i t  reimbursements collected in advance 64,391 

............................................ TOTAL LIABII.ITIES 88,679 

FUsn nhLAii'CE--Exhibit B 
Reserve f o r  employrcs' rrrircmehr 
Unappropriated fund balance 

........................................... TOTAL FUND AALANCC 



STATEr1F";T OF REVENUE AVD I'ICOR'AED EII'ENSI: ~ 

For t h e  yeor ended Jcnr  3 0 ,  1 9 1 6  

II<CI,i?RED E:QEilSE 
Salaries SL05.651 
Insurancr--employees 2 5 , 3 8 1  
penaton and r e t i r c r n r o t  p r o v i s i o n  68.241 
~ r e v ~ l - - s t a f f  7 5 , 4 1 0  
I r a v c l - - o c h e r  5 , 7 1 0  
i n s u r a n , : e - - g e n e r a l  1 . 1 4 3  
~ e n f  3 6 , 0 5 1  
Of f i c v  s u p p l i e s  3.847 
I ' o s r . l ; ~  4 , 0 6 3  
P r i r t ~ n g  17 .578  
:rlcy!tunr 2 0 , 7 4 7  
p u b l  ics : i r .ns  3 , 5 2 2  
C ~ ~ n i e r ~ n c r ~ s ,  iomnitrrr mcrfin:;s a,d heal  it,^: 1 , 8 0 6  
h r c o u o ~ i n c  b , 6 7 6  
l , i . g~L  and a ~ ~ u . g r y  f w b  31 ,OR$ 
l l r p r c ~ i a r i u n  and nnurtiio~:uo 3,LO7 
I l i i r c l l ~ o ~ o u s  expense 2 , 7 1 5  -~ -- -- 

...................................... TOi i i .  It:C!:?KED EKPL:;SE 

~ r i r l v u  for unappropr ia t ed  ~ o t a l  
Enployees' Fund Fund 

k t  i r r : nen t  Ra1.mcr Balance . - - - -- -- - 

BAI.htCC--June 3 0 ,  1 9 7 7  $ 1 5 , 8 7 7  $ 219.807 $235,684 
runds r ranscer  (15,877)  1 5 , 8 7 7  -.- 
E x c ~ : , ~  o f  i n c u r r ~ d  cxpen5r 

over  r r v e n u e - - E n h i b i t  C ~ -.. ( 1  0) 



Exhibit D 

EIULTISTATE TAX CO>LEIISSION 

STVIEkIENT OF CHILVGES IN FINANCIAL POSITIOX 
For the year ended June 30, 1978 

SOURCES OF \<ORKING CAPITAL 
Fron Operations: 

Excess of revenue aver incurred expenses--Exhibit C 
~ d d  charges t o  aperacions not requiring the use of 

working capital: 
Drpreciatian and amoirirarion 
Pension olan Dast service costs oaid in 

prior years and expensed currently 
............................... ~ o t a l  provided by Operations 

TOTAL SOURCES OF VORYINI: CAPITAL ........................ 
USES OF WORKING CAPITAL 

Purchase of office equipment and leasehold improvements 
Expense account advances 

TOTAL USES OF WOWING CAPITAL ........................... 
NET DECXFASI: IT WORKING CAPITAL .................................. 

Working Capiral--June 30, 1977 

LOdKIXG CAPITAL--June 30, 1978 ................................... 

C~LWCES IN COHPOYENTS OF WORKIX CAPITAL--INCREASE (DECREASE) 
current Assets: 

Cash 
Certificates of deposit 
Insurance refund receivable 
Assersrnents and audit reimbursements receivable 
Prepaid expense 

Cur rent  Liabilities: 
Opprating account overdraft 
Accounts payable 
Payroll tares payable 
Accrued recircnent provision 
Assessments and audit reirnbursemrncs c o l l e c t r d  in advance 

NET DECREASE IX WOBKIBG CAPITAL ............................... 

See accompanying o o t e s  t o  financial s ~ a t e o e n t ~ .  



EIULTISSATL: 'SAX COIPIISSIOU 

NOT'$ TO FIN.'ih'CIU STATLIEITS 
June 30. 1918 

l?,e E l u l t i s t a t c  Tax Commission i m s  organized  i n  1967. I t  was e s t n b -  
l i r i l u d  u n d e r  tnc E i ~ l ~ i i t a ~ c  T3,. Compact which, by i t s  terms.  becaee 
e f t c c t i v c  A u g u s t  1 ,  1967. The b z s i c  o b j e c t i v e  of the  "Compact" and,  
s r c o r d i r u l v .  t h e  Cnmrn i i s i on  i s  t o  ~ r o v i d e  s o l u t i o n r  m d  s d d i r i o n a l  --, . 
f a c i l i t i e s  f o r  d e a l i ~ ~ g  w i t h  s t a t e  t a x i n g  problems r e l a t e d  t o  mul t i -  
s t a t e  h ~ s i n e s ~ .  

The f ~ l l o w i n g  a c c o u n t i n e  p o l i c i e s ,  coge ther  i r ich t h o s e  d i s c l o s e d  
elsewhere i n  the  f i n a u s i n l  s t i k c r c n c s ,  r e p r e a r a t  t h e  s i g n i f i c a n t  
a c c o u n t i n g  p o l i c i c s  f o l l ~ ~ r e d  i n  p r e s e n t i n g  t h e  acconpanying f i n a n c i a l  
statements. 

The C o m i s s i a n  u s e s  t he  a r c r ~ a l  method of  a c c a u n z i n g  whereby 
asscssnznf r e v e n u e  i s  recogpi red  i n  thc  f i s c a l  year of  nssess- 
rncnf.  C ~ n t r i t ~ u t i o n ,  by s r i r e ;  f o r  s p e c i f i e d  purposes  ere recog- 
n i z e d  a s  i ncone d u r i n g  rh; yeel o l  r e c e i p t .  Other  earnad revenue 
is r e c o g a i r e d  ai it is earned. Ezpr.:~ivs arc rccogmzed as they 
are  incurred. 

n l l  proporry i d  cquipmcnt is i s c c l d r d  ar  c a s t .  IJepreciaCion 
i s  p r o v i i e d  f r r  on t h e  s t r a i g h t - l i o - .  b a s i s  w e r  rhe e s t i m a t e d  
u s e f u l  l i v e s  of t h e  a<slts. Anarc iza t ion  of l ~ a ? + - h n l ?  improve- 
m e n t s  is provided  f o r  on t h s  i t r a i ~ i i r  l i n e  b a s i s  over  t h e  tern 
of thc l r a s e .  

Tlie Cormi i s ion  h a s  a d e f i n e d  b o n e f i t  psns ion  p l a n  c o v e r i n g  s u b s t a n -  
f i a l l y  a l l  uk i t s  cmpl. lyres.  ihe  r o t a 1  p5,nsiun rrpens? f u r  t h e  y e a r  
,:as $68,211. WIIILIL i ! ~ c I u c i e ~  a r u r t i z a t i o n  of  p r i o r  s e r v i c e  costs over 
10 y r n r s .  The C o r r n l ~ ? i o n ' ~  ia t o  fund p e n s i o n  cost  accrued. 
l%e a c t u a r i a l l y  rompurrd v a l u r  o f  v e s t e d  b f n u f i t n  a s  of J u n e  30, 
1978, is f u l l y  funded. 
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a l s o  accrues 1 6 . 7 %  o f  t h e  g r o s s  s a l a r i e s  of  the Per- 
sonnel on leave o f  absence from S t a t e  t a x i n g  a u t h o r i t i e s  and mares 
contributions co t h e i r  r e s p e c t i v e  p l a n s ,  i f  employment v i t h  t h e  corn- 

is t e rmina ted  and t h e  eep loyee  r e t u r n s  t o  S t a t e  employment 
before o f  t h e  l e a v e  o f  absence. The c u r r e n t  year's 
accrual and cor responding  expense a t t r i b u t a b l e  t o  S t a t e  employees on 
leave ,,f absence amounted t o  $2.314, which is i n c l u d e d  i n  t h e  total 
pension expense aforementioned.  

Acr,,ariallY determined normal pens ion  p l a n  c o s t s  f o r  t h e  year 
June 30, 1979 are $57,338 based upon covered  p a y r o l l  a t  June 30, 1978. 

NOTE 4 - m m  
The ~ ~ ~ ~ i ~ ~ i ~ n  r e n t s  i ts pr imary  o f f i c e  f a c i l i t i e s  i n  Boulder ,  

Secondary o f f i c e  f a c i l i t i e s  i n  New York. I l l i n o i s ,  
Wsshingco"r D.c.. and IiashinKton S t a t e ,  under l e a s e  agreementa v i t h  
terms OD v a r i o u s  d a t e s  through January 1, 1982.  n e s e  

leases f o r  t h e  f a l l o u i n g  minimum ;imual r e n t a l s  exclusive of 

Utility charge*:  

~ i ~ ~ ~ l  Year Ended Minimum Annual ~ e n t a l  




