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Executive Director’s Report

Introduction

As this is written i early NMovember, the
Multistate Tax Commission ipoks back onlo
one of its bustest, most successtul and maost
satisfying vears. it increased its membership,
increased and Improved its sudit capatiiities.
conducied a series of highly successful semj-
nars. published various materials which are in
demand, experienced continued  igation
soecess, and saw its philasophy  become
dorminant in the state income tax field. it
tonks abead 1o more of the same plus a pussic
Ele rale in the held of oif and gas taxation.

Membership

The Commission took one step backward

but twer s'eps forward In mernbership,
Wevada withdrew because of its refuctance
to a%w a sales tax credit. The Compact pro-
vides: "Eauh person fable for o use tax on
tang Né’ personal propetty shall be entitled 1o
fult Credit tor the combined amount ar armounts
of ieaally imposed sales Or use tases pald by
o with respect 1o the same property o
ancther State and any subdivision thereof "
The purpose of the provision s 1o present
double taxation of the same transaction of
purchase. Mevada, ke Wyoming before it
withdrew out of concern that the provision
deprived the state of use tax revenue on prop.
erty purchased elsewhere but used within the
stale.

West Virginia and Washington, D .C swelled
the membership to 20 during the summer,
This brought the percentage of membeeship
among the states to nearly 40%. West
Virginia's Tax Administrator, Herschel Rose,
was alected to the Exerutive Commitien at
the Cormmission’s Annual Meeting in July.

Audit Program

The Commission repiaced its Audit Mana.
ger. formerly based in Boulder. with ore now
hmed in Mew York, and it increased Bs st 3t

! now has eteven auditors in addition 1
manager plus office support personnel. Ap.
proximately one-thind of the audit ¢ *’nrf i
dlreftted af sates and use tax audits and the
mainder primadly ot corporate im:,(w"r' 'cs><
and pusiness and ocoupation tax auwdits,

the audits are performed in accordance
with pracedires approved by the pasticipat.
ing states Consequently. the states have
generathy accepted tax liability recommenda.
tons resulting from those audis in which smey
have participaied. This suppart of the agdi
proceam by thogse 2lates has made it increas
ingly etfoctive. White 4 resicue of corpo st
resistance rarnaing, itis usually direrted at t
appiication of anilaiy apporticamiant, o
cept which I8 ssooused by the (‘m"rﬁ‘-%s
and is being challenged i vanous brasi
which the (L% Supreme Court has s?:\
supporied 1o dae.

-

Seminars

The umtary appotionment concep? was the
focal poirt of four legal serninars which the
Commission p‘,’t,.né"‘iﬁjd during the sunwner,
Conducted in Denver, New York, Chicago anul
Hansas Uity, they altraected nearly three iy
dred people. Attendees were about :w.._“‘
divided overall between \;ﬁvﬂ.*ﬂ"r'nersi' rmd it
dustry representatives, The recently
Caterpillay case fxee below) had ihru’s‘ ilinG
into the applization of unitary apportionment
thiough combination; and the Reverue De-
partment’s Jegal stalt was preparing new
regulations.

During each seminar, the Comrnssion’s
Creneral Counsel. Witham Dexter, reviewed
the legal history of mcorme attribation amongy
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the states for lax purposes. Tracing the
source hack to the unit rute applied to the old
Raifroad cases in 1875 for property tax pur
poses and the establishment of unitary a;‘por
Horment for Income tax purposes in the 18497
Adams Express case, he covered the devel
oprment of attribution procedures 10 recent
and current cases, in most of which he has
participated. In doing so, he deslt in depth
with the problems and oppottunities which
are presented by unitary apportionmert.

The Dexter approach was legalistic in
nature, Fred Cappetta, former MTC Agdit
Coordinator, dealt with practical aspects of
auditing unitary businesses and of taxgmym
comphance with unitary business requite
ments. AL the Denver seminar. Colorado
A“w%%‘)miig Atorney General Chrs Eliopulos
mwd mrocedures avallabie 1o state law-
1 to buttress the work of auditors

S’?w overalt puipose of the seminars was o
provde an ueidl‘“f'}u}r!&ﬂ wy of the me*y bruasis
nEss f“rmct!; o of ts advantages, of the man.
per in which i1 should be applied, of problems
attendand to it and how 10 solve them, and of
how the principle can be ulllzed by both
g ang taxpayvers. Additional servunars are
baing plavned for 1982,

{Initary Apportionment Gains

The cause of unitary apporionment received
two substantial boosts shortly after the come
;) letion of the seminars: Mew Hampshire en-

cted  legislation  adopling  combinghon,
whi{‘?“: iw the method by which unitary appaor-
fonment s applied: and shonly thereafter,
MNew York's legistature adoptad the method,
athaugh only for application o ol companies.

A fow months earlier, in February. the Yinois
Supreme Court had confirmed that combing.
tion is anpropriate for ase in Binois in deter
mining the laxable invome of a mullicomor-

mutinational business enterprsise. The
e, Caterpitiar Tracter Coow Lenckos, 84

. 2d 102, has been accepted on appeal by
the (0.5, Supreme Court. The appeliant, how-
svar, is not Caterpiflar, which has proven to
the satistaction of the courts that # is engaged
in a unitary business. Rather, the appellant is
Chicagse Bridge & lron Co., one of several
comparies which intervened in the proceed.
ings in {llinols in order 1o oppose combina.
tion, The MTC is an armicus in this case on
behalf of Hlinois,

The validity of combination as applied o a
rmulticorporate multinational unitary business
is also at issue in the case of Container Corp,
of America v, Califorrda Franchise Tax Board,
117 Cai. App. 3d 988, The California Appel-
late Court there upheld the validity of combi.
natian as applied 10 the taxpayer. When the
California Supreme Court denied a hearing in
June, the taxpayer appealed to the (05
Supreme Cowrt, The thrust of Appeliant's
argument was that combination produces an
inequitable and unreasonable resull as ap-
pifed (o its operations and that it was not con-
ducting a4 unitary business with its foreign
affiliates,

In twa other cases, the Kentucky and Kansas
supreme cowrts have accepted appeals in
which taxpayers are arguing against the appli-
cation of combination (o ther in those states,
in Department of Reverwe v, The Farly &
Darvel Comparny. fnc. Ren. Sup. T Mo,
81.5C353.0, the Court will review 3 dec
sion by the Court of Appeals that the Ken.
tucky Department of Revenue lacked suthor.
ity W combine a parent and its DISC undess it
tound a lack of arm's length dealings betwesn
affiiated  corporations. In Departmernd  of
Reverwe v, Dow Chemical Company. Mo,
81.53382 AS. the Kansas Supreme Court will
review a districl court decision that combined
reporting is pumi%ihle under the Kansas In-
come Tax Act, The MTC s an amicus in both
of these cases r)n behail of the states. The
General Counsel is handling the Kansas case
as lead attorney,




Other Litigation

The (1.5. Supreme Court has accepted ap-
peals of two state corporate income 1ax cases
which involve business.nonbusiness ques-
tions, The cases are F.W. Woolworth Co. 1
New Mexico, Mo, 80-1745 and ASARCO, In-
corporaled v, Kaho State Tax Commission,
No., 80.2015. Both involve the guestion of
whether dividends from payor corporations
can constiiutionally be sublected to appor
ticnment as business income regardless of
whether the payee corporation conducts a
unitary business with the payor corporations.
The taxpavers argue that, ¥ such dividends
are o be apportioned, the apportionment for-
mula should be modified to reflect factors of
the payor corporations. Woolwaorth also ques.
tiong the constitutional validity of “grossing
up” foreign source  dividends. ASARCO
raises the addifional question of whether
apportionment should be applied to interest
and gains from the disposition of stock of cor.
porations which did not condurt a unilary
business with ASARCO. The MTCis an armicus
in both of these cases on behall of the states.
These cases and Caterpillar will be arqued
sucressively before the {180 Supreme Court
since the subject matter of alf three is closely
related.

MTC Litigation

While the Cormmission has been active as
an amicus i several cases, it has proceeded
on toward the successful conclusion of the
fast of the Htigation in which it was 8 named
paity. One case has recently been completed,
and the other now appears {0 be completed,

v MTC o {nternational Harvester Come
pary, No. 78.3746 (Feb. 1981}, the {15
Court of Appeals for the Minth District upheld
the right and authority of the MTC 1o condugt
an income tax audit of that taxpayer's books
and recards, Harvester did not seek lo appeal
from that ruling.

Ine MYC v, Iternational Harpesier, (1.5
Steel o al, Mo, 80.3457/3454 (October 7,
19811, the same Court of Appeals affirmed
the right and authority of the MTC to perform
a sirnilar audit of (.5, Steel. The Cowt pro-
vided for i camera inspection by the District
Court, upon the taxpayer's request. in ordes
to ensure protection of trade secrets, The tax.
paver requested a rehearing on the basis of its
allegation that the Court had failed to address
the question of whether the District Court bad
the autharity 1o toll the statute of [imitations
to permit the MTC to complete the audit. The
rehearing was denjed on Novernber 12, 1981,
An appeal 5 not anticipated

The resutlts of the four major cases in which
the MTC has been ¢ party over the yeoars
{Hertr, (1S Steel, International Harvester,
and Mercky have uvpheld the validity of the
Compact and the implementation of its audit
program. 1t {5 the Commission’s hope that
continuing taxpayer coaperaton will elimi
nate the need for any further fitigation in
which the Commission is a party.

Pending Federal Bills

As has been the case since 1965 bills are
pending in Congress which would restrict the
ability of the states to administer their takes
effectively. Such bills have historically been
aimed at state corporate income taxes, as i
tre of two this vear, 5. 639 (Mathias) and
H.R. 1983 (Conable). Four others are aimed
at severance laxes, They are MR, 4841, HR.
1313 HE 4044 and 5. 178, Allof the hills
aim at reversing the effect of court decisions,
The severance tax bills would place a ceiling
on severance tax rates. That would overcome
the effects of the recent (U5, Supreme Court
decision in Commonwealth Edison Co, os.
State of Montana, 1.5, Sup. Ct. Dkt #80-581
filed July 2, 1881, There the Court held that
there is no consttutional impediment to a
state’s imposing a coal severanoe tax at a
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: Tax Commis
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b thedr Gwn tax podicy with-
from the federal govern.

slation which » now pergd
L Congress, woukd eife
tes ability o devy and ol

fect severance taxes an minerals extracted
within the states; and

WHEREAS, the Mullistate Tax Commis-
sien and 0s member states are unallerably
oprosed o such intruston into the soveraign
attairs of the states by the federal govern.
mgnt:

NOW THFRFFORE, BE T RESOLVED
that the Mualtistate Tax Commission, in an-
nual meehng convened this sixteenth day of
July, 1951, does hereby reiterate its oppo-
sition fo the enactment of any federal legis
fation 1o resteict or it the states” right 1o
enact severance of other minesal extraction
taxes,

The Commission also adopted the follow-
ing more general resolution against restriclive
lederal legislation of any kind:

WHEREAS, the Multistate Tax Comrmis
sion has lonag encouraged the use of the uni-




tary apportionment orinciple and the full
ountability principle in appiving state net
meome taxes o profits from muilistate and
muitinational businesses; and

WHERTAS the (1.8 Supreme Court and
ather courts throughout this country have
consistenthy upheld the valldity of and need
ter use said principles {or said purposes; and

WHERFAS, the increasing ubilization ot
said principles s greatly increasing the
etfectiveness of the states in ensuring that
maitistate multinational  corporate busi-
nesses pay their fair share of income taxes
Lo the various states b which they aperate;
aned

WHEREAS, bills 5B, 1883 and 5. 655,
which are nuw pending before the (1.5, Cone
gress wonid effectively prohipdt the use of
sad priccipbes by the statos in administering
thelr comorate incorne tares and

A

WHEREAS, these bills would grane (ye.
reritial treatrnent fo some muttsratefmpl
national Lorpoarations: and

i

WHERFAS the Mulibtate Tax Comimis.
and s member sates are unaltorably

e aftars of the states by the foderal

goversmanl

NOW THERFFORE. BT R
that the Muitislate Tax Oarner
fisal rreating convened s sixteenth day of
July TORI. does stongly oppose the snact
ing of those bills into bw,

SOLVED.
aft, it ai

These resolutions are similar o others
which the Commission has adopted over the
years. The importance of this opposition is
greater this year than ever before, tederal cut-
bacls are shifting greater burdens anto the
states which cannot. therefore, aford o have
their non-federal revenues jeopardized by
restrictive federal legislation,

Publications

This fall, the Commission inaugurated a
gquarterly review of developments in areas of
intersiate taxation attecting the Commission
or affected by it

i also published in book form. for the tirst
lime, the presentations made by speakers at
its annual meetings . . . those of 1880 and
1981,

Earlier, it published two books of materials
for the legal seminars. (One was ¢ treatise on
worldwide combination by Geoffrey Hatley, a
MNew Zealander. The book was Harley's thosis
for his Ph.. in Law at the University of
Michigan. ttis already inits third printing. The
other book consists of course meierials which
were compiled by Bill Dexter.

Alifour of the above hooks are avaliabic fur
purchase from the Commission. The Review
s currently distribited free of charge to the
Commisgion’s maiiing list,

Regulations

i 188 1. the Commission adopted a special
iroad requiation. o earlier vears. the Com.
mission had adopted Aliecation and Appor-
lionmeM Regulations and a special requlation
pertaining to contractors.

Adoption of a requiation by the Commission
congtitutes o reacommendation that states
adopt it for use on a uniform hasis. Mam
states  have adopted the Aliocation and
Appostionment Regulations, and several are
afready using one or both of the special
reguialions.

Commiittees

The Audit Commutee and the (iniforrman
Committes have been especially active this
year. They have contributed much to the
quaiity of the Commission's activities,

Thus, the Audit Committee has worked
closely with the new audit reanager to produce
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closer coopetation between the states and the
MTC stalf in planning and coordinating ioint
auchts, and the Uniformity Committee has ac-
tively sought to establish positions on which
the states can agree in order 19 promote uni-
formity. The new special railroad regulation is
a direct result of that committee’s work.

Committee work requires much effort by
state personnel. The results are worth the
trouble as they prompte improved tex admin.
istration and reduce Fm taxpayer compliance
problems, ;

Gas & Oil Roy?lties
and Severancd Tax (GORST)
Task Force j

At the annual medting, (tab Tax Commis.
sioner Robert Bowen presented a paper on
behall of David Duncan, Chairman of that
Cornrnission. The paper expressed concern
that the states might not be receiving all of
the oil and gas royallies and severance taxes
to which they are entitled. ]t suggested that
the states act cooperptively through the MTC
ter investigate the situation. to make recom-
mendations, and to establish whatever con.
tinuing joirt effort might be recommended.

In pursuit of the suggestion, the Commis-
sion organized a miseting in Seplember at
Santa Fe, Mew Mexico, There it was decided
to establish a task force to do the things sug-
aested in Mr. Bowerls speech, it will consist
of five tmembers initislly. Theeo will be regre.
seniatives of the states of Loulsiona, New
Mexico and Texas. One will represent targer

ferd producers, The first twee have
dy been appolnted. Appolntments of ihe
stry represeniatives are pending.

he establishmeant of the Task Force,
is puised W embark upon an adds

tonal field of activity),

Conclusion

Freed of most of the litigation impediments
which it has experienced during the past
decade, the Cornmission has recently gaired
substantisl momentum toward its goals.
Though much remains 1o be done, the Com.
mission is now better equipped to do it than
has ever been the case before. This is the sign
of a heaithy and successful organization. The
increasing support which it is receiving pro-
vides ampie evidence that its future is bright.




~ Staff Members

Executive Director

Eugene F. Corrigan became the Commis.
sion's first staff member in 1969, after resign.
ing his position as chief counsel of the Iflinois
. Department of Revenue's Chicago office. His
prior experience included three years as a
Sears, Roebuck tax attormey and ten years
with the [ltinois Department of Revenue, Dur-
ing the mid-sixties. he was also a partner in
the Chicago law firm of Stradford, Lafontant,
Fisher & Corrigan. He I5 a graduate of Prince.
ton University and of John Marshall Law
Schaol of Chicago, He offices at the Commis-
 sion's headquarters in Boulder, Colorado.

Chief Counsei

Witiam D, Dexter was an assistant attorney
general in Michigan's Treasury Departrment
before becorning the Multistate Tax Commnis-
sion's General Counsel in 197%. His first MTC
assignment was (o expedite the then languish.
ing case of (1.5, Sieel, et al. v. Multistate Tax
Commission, et al. He pursued that case to
early fruition in the (.S, Supreme Court.
Meanwhile. he won the Hertz case in the
Washington Supreme Court. He has partici-
pated in innumerable other cases on behalf of
the Commission and states in both federal
and state courts at all levels throughow! the
iand. He had also been of counsel 10 numerous
state legal stafls in regard to a variety of state
and local tax matters.

Audit Manager

Eugene B. Fischer jolned the Muiltistate Tax
Coromission in March, 1981. He is a graduate
of the Haruch School of the City College of
New York and the Brooklyn Law School. A
certified public accountant and a member of
the New York State Bar, he served as Director
of Taxes at Morth American Philips, Inc. for

three years. Later, after three years in private
CPA practice he rejoined the Philips corpor
ate farnily as chief tax officer of Polygram
Corporation, a position which he held for six
years, He has served on tax committees with
the New York State Saciety of CPA's and has
written articles for the CPA Jourmal.

Committees—

Budget Committee

Douglas Bell, Chairman (Calitornia}
Alan Charnes {Colorado)
George Weber {Oregonj

Audit Committee

Oscar Quoidbach, Chairman (Oregon)
" Larry Crawford (Texas)

Robert Sumimers (California)

Frank Beckwith {Colorado)

Thomas Sheridan (Kansas)

Uniformity Committee
Herace Gailey. Chairman ((tah)
Tom Sheridan {Kansas)
Tomoataru Ogai (Hawail)
Kendall Kinyon {Cahfornia}
J.K. Hartley {(Missouri)
Fred Lynch (Michigan)
Everett Leath {Arkansas)
Joseph Donahue (Alaska)
Ted V. Middle (Colorado)
Frank Mediin (ldaho)
Jerry Foster {Mortana)
Jack Sexton {(Nebraska)
Manny Gallegos (New Mexico)
Oscar Guoidbach (Oregon)
Harold Aldinger (North Dakota)
John L. Decker (Nebraska)
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Multistate Tax Commission Officers*

Robyn Godwin Kent Conrad Michael Lennen
Chairman Vice Chairman Treasurer

Executive Committee Members

Ex Officio Member
of Executive
Comimittee

Former Commission
Chairmen

Gerald Goldberg
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Multistate Tax Commission

Representatives of Party States of the———
Multistate Tax Compact

Alaska

Member

Tom Williams
Commissioner of Revenue
Denartment of Revenue
Pouch §

Juneau, Alaska 99811
(907) 465.2302

Alternate

Joseph K. Donchue
Deputy Commissioner
Department of Revenue
Pouch §

Juneau, Alaska 99811
{907) 465.2302

Arkansas

Member

Farris Womack

Director, Arkansas Department of
Finance and Administration

P.O. Box 3278

Little Rock, Arkansas 72203

(5U01) 371-2242

Alternate

Glen Mourot

Administrator

Office of Tax Administrator

Arkansas Department of
Finance and Administration

P.O. Box 1272

Little Rock, Arkansas 72203

{(501) 371-1626

California*

Member

Douglas D. Bell

Executive Secretary

Board of Equalization

P.G. Box 1799

Sacramento, California 95808
{916) 445.3956

Gerald Goldberg* *

Executive Officer

Franchise Tax Board

P.O. Box 115

Rancho Cordova, CA 95670-0115
(Q16) 355.0292

Colorado

Member

Alan N. Charnes***
Executivae Directar
Colorado Dept. of Revenue
1375 Sherman Street
Denver, Colarado 80261
(303) 866-3091

Allernate

Frank Bechkwith

Chief of Taxation

Colorado Dept. of Revenue
1375 She'man Street
Denver, Colorado 80261
{303} 866.3048

District
of Columbia

Member

Carclyn Smith

Direcior of Finance & Revenge
District of Columbia

Room 4136, Municipal Center
300 Indiana Avenue, N.W.
Washington, D.C. 20001
(202) 727-6020

Altemate

Joseph Lund

Associate Director of Finance
& Revenue

Room 4136, Municipal Center

300 indiana Avenue, N.W.

Washington, D.C. 20001

(202) 727-6020

11/1/81

Hawaii

Member

George Freitas

Director of Taxation

Hawaii Department of Taxation
P.O. Box 259

Honolulu, Hawaii 96809

(BOB) 548-7650

Alternate

Wallace Aoki

Deputy Director
Department of Taxation
P.0O. Box 259
Heonolulu, Hawaii 95809
(808) 548-7562

Idaho

Mermber

Larry Looney

Commissioner

Department of Revenue and
Taxation

ldaho State Tax Comission

P.O. Box 36

Boise, ldaho 83722

{208) 334-4634

Kansas

Member

Michael Lennen

Secretary of Revenue

Kansas Department of Revenue
State Oifice Building

Topeka, Kansas 66625

(913) 296-3041
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Michigan

Member

Loren Monroe

State Treasurer
Department of Treasury
Treasury Building
iansing, Michigan 48922
(517y373-3223

Alternate

Sydney Goodman
Commissioner of Revenue
Department of Treasury
Revenue Division
Treasury Building
Lansing, Michigan 48922
(517) 373-3193

Missouri

Member

Ray James

Director of Revenue
Department of Revenue

P.O. Box 311

Jefferson City, Missouri 65101
(314) 751-4430

Alternate

Jay Hartley

Division of Faxation & Coilection
Department of Revenue

P.O. Box 629

Jefferson City, Misscuri 85101
{314} 751.3608

Montana

Member

Ellen Feaver

Director of Revenue

Montana Department of Revenue
Mitchell Building

Helena, Montana 59601

(406} 449-2460

Alternate

John Clark

Deputy Directar of Revenue
Montana Department of Revenue
Mitchell Building

Helena, Montana 59601

(406) 449-2460

Nebraska

Member

Fred Herrington

State Tax Commissioner
P.O. Box 94818

Lincoln, Nebraska 68509
(402) 471-2971

Alternate

John L. Decker

Deputy State Tax Commissioner
P.0. Box 94818

Lincolin, Mebraska 68509

(402) 471.2971

New Mexico

Member

Fred Muniz

Commissicner of Revenue

New Mexico Bureau of Revenue
Santa Fe, Mew Mexico 87501
(505) 827-3221

Alternale

Art Snead

Revenue Division Directar

New Mexico Bureau of Revenue
£.0. Box 630

Santa Fe, New Mexico 87503
(505) 827-3221 x300

North Dakota

Member

Kent Conrad

Tax Commissioner

MNorth Dakota State Tax
Department

Bismarck, North Dakota 58505

(701Y224.2770

(MTC Chairman, July 1, 1972.
June 30, 1974)

Allernate

Arnold Burien

MNorth Dakota State Tax
Department

State Capitol

Bismarck, North Dakota 58505

{701} 224.3450

Oregon

Member

Robyn Godwin
Director

Department of Revenue
Revenue Building

955 Center Street, N.E.
Salemn, Oregon 97310
{503) 378-3363

Alternate

George Weber
Administrator

Audit Division
Department of Revenue
Revenue Building

855 Center Street, N.E.
Salem, Oregon 97310
(503) 378-3747

South Dakota

Member

R. Van Johnson

Secretary of Revenue
Capitol Lake Plaza

Pierre, South Dakota 57501
{605) 773-3311

Alternate

Orville Dixon

Audit Director

Department of Revenue
Capitol Lake Plaza Building
Pierre, South Dakota 57501
(605) 773-3311

Texas

Member

Bab Bullock

Comptroller of Public Accounts
LBJ State Office Building
Austin, Texas 78711

(512) 475-6001

Alternate

Wade Anderson
Assistant Comptroller
Legal Services

Office of Comptroller
Austin, Texas 78711
(512) 475.1906 & 2729

11



Texas

Alternate

Jim Phillips

Deputy Controller

LBJ State Office Building
Austin, Texas 78711
{(512) 475-4478

Washington

Member

Glenn Pascall

Director

Washington Department of
Revenue

415 General Administration
Building

Olympia, Washington 98504

(206) 753.5512

Alternale

Den McCuiston

Assistant Director

Department of Revenue

4315 General Administration
Building

Qlympia, Washington 96504

(206) 753-5504

(Jtah

Member

Pavid Duncan

Chairman

Utah State Tax Commission
202 State Office Building
Salt Lake City, Utah 84134
(801) 533-5831

Allernate

Douglas F. Sonntag

(tah State Tax Commission
201 State Office Building
Salt Lake City, Utah 84134
(B01) 533-5831

"Tax Administrators

West Virginia

Member *Executive Secretary of the Board
Herschel Rose of Equalization represents Califor-
State Tax Commissioner nia in MTC tiscal years beginning
State Tax Department in odd-numbered calendar years,

R and the Executive Officer of the
C;Bi;le;:)g'z\gg?t Virginia 25305 Franchise Tax Board represents
{ } : California in MTC fiscal years
beginning in even-numbered cal-

A endar years.
eorge Piper **MTC Chairman 1 -
State Tax Department cirman 1960-1981

Charleston, West Virginia 25308 ***MTC Chairman 1979-1880
(304) 348.-4030

Alternate

Associate Member States
11/1/81

The Commission has made provisions for associate membership by Section 13 of
its bylaws, as follows:

13. Associate Membership

{a) Associate membership in the Compact may be granted. by a majority
vole of the Commissicn members, tc those States which have not effec.
tively enacted the Compact but which have, through legislative enactment,
made effective adoption of the Compact dependent upon a subsequent
condition & have. through their Governor or through a statutorily estab-
lished State agercy, requested associate membership.

(b} Representatives of such associate members shall not be entitled to
vote or to hald a Commission office, but shall otherwise have all the rights
of Comrmssion members

Assoriate membership is extended especially for states that wish to assist or parti-
cipate in the discussians and activities of the Commission, even though they have
not yet enacted the Compact, This serves two important purposes: (1) it permits
and encourages states that feel they lack knowledge about the Commission to
became familiar with it through meeting with the rmembers, and (2) it gives the
Commission an apportunity to seek the active participation and additional influ-
ence of states which are eager te assist in a joint effart in the field of taxation whie
they consider ¢r work for enactment of the Compact 1o become full members.
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Alabama

Ralph P. Eagertan, Jr.
Commissioner

Departrment of Revenue
Monlgomery, Alabama 36130
(205) 832.5780

Arizona

J. Elliott Hibbs

Director

Department of Revenue
Capitol Building, West Wing
Phoenix, Arizona 85007
{602) 255.23393

Georgia

W.E. Strickland

Commissianer

Department of Revenue

410 Trinity-- Washington Building
Atlanta, Georgia 30334

(404) 656-4016

Louisiana

Shirley McMamara

Secretary

Deparment of Reverue and
Taxation

State of Louisiana

P.O. Box 201

Baten Rouge, Louisiana 70821

(504) 925-7680

Maryland

Louis L. Goldstein
Comptroller of the Treasury
State Treasury Buitding
£.G. Bux 466

Annapolis, Maryland 21404
(301) 269.3801

Massachusetts

L, Joyce Hampers
Comrrissioner

Department of Revenue

100 Cambridge Street
Boston, Massachusetis 02202
(617) 7274201

Minnesota

Clyde E. Allen, Jr,
Commissioner of the Revenue
Department of Revenue
Centernial Office Building

St. Paul, Minnesota 55345
B612) 296-3401

New Jersey

Sidney Glaser

Director

Division of Taxation
Department of Treasury
West State & Willow Streets
Trenton, New Jersey 08625
(609) 292.5185

Ohio

Edgar L. Lindiey

Tax Commissioner
Departrrent of Taxation
P.O. Box 530
Columbus, Ohio 43216
(614) 466-2166

Pennsylvania

Robert E. Bloom

Acting Secretary of Revenue
Department of Revenue

207 Finance Building
Harrisburg, Pennsylvania 17127
(717) 7B3-3680

Tennessee

Martha Qlsen

Commissioner

Departmen: of Revenue

Andrew Jackson State Office
Building

Mashville, Tennessee 37242

(615) 741.246]

Tax
Administrators
Non-member

States 11/1/81

Connecticut

Oreste Dubno
Cammissioner

Tax Departrnent

42 Farmington Avenue
Hartford. Connecticut 06115
(203} 566-7120

Delaware

Robert Chastant

Director of Revenue
Department of Finance
Wiimington State Office Bldg.
gth & French Streets
Wilmington, Delaware 19899
(302) 571-3315

Florida

Randy Miller

Executive Director

Florida Department of Revenue
102 Carlton Building
Tallahassee, Florida 32304
(304) 488-5050

Illinois

Thomas Johnson

Dhrector

ilincis Department of Revenue
P.0. Box 3681

Springfield. Winois 62708
(217} 7826330
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Indiana

Wiiliarn Haan

Commissioner of Revenue
Indiana Department of Revenue
202 State Office Building
indianapolis, Indiana 46204
(317) 232-2101

lowa

Gerald D. Bair

Director

lowa Department of Revenue
Lucas State Office Building
Des Moines, lowa 50319
(515) 281-3204

Kentucky

Ronald G. Geary
Commissioner

Department of Revenue
State Office Building
Frankfort. Kentucky 50401
{502) 564-3226

Maine

Raymond L. Halperin
State Tax Assessor
Bureau of Taxation
State Office Building
Augusta, Maine 04333
(207) 289-2076

Mississippi

A.C. Lambert

Chairman

Tax Commission

Woaalfolk State Office Building
Jackson, Mississippi 39205
(601) 354-6255

Nevada

Roy E. Nickson

Executive Director
Department of Taxation
Capital Mail Cormnplex
Carson City, Nevada 89710
(702) 885-4892

New Hampshire

Lioyd M. Price

Commissioner

Department of Revenue
Administration

19 Pilisbury Street

Concord, New Hampshire 03301

(603) 271-2191

New York

James H. Tully, Jr.

Commissioner

New York State Department of
Taxation and Finance

Albany, New York 12227

(518) 457-2244

North Carolina

Mark Lynch

Secretary of Revenue
Department of Revenue

F.0. Box 25000

Raleigh, Morth Carolina 27640
(919) 733.7211

Oklahoma

Odie A. Nance

Chairman

State Tax Commission

The M.C. Connors Building

2501 M. Lincoln

Cklahoma City, Oklahoma 73194
(405) 521-3115

Rhode Island

John H, Norberg

Tax Administrator

Division of Taxation

Department of Administration
289 Promenade Street
Providence, Rhode Isiand 02908
{401) 277.3050

South Carolina

Robert C, Wasson

Chairman

Tax Commission

Box 125

Columbia, South Carolina 29214
{803) 758-2691

Vermont

Paul Hanlon

Acting Commissioner of Taxes
Department of Taxes

Pavilion Office Building
Montpeher, Vermont 05602
(802) §28-2505

Virginia

William H. Forst

State Tax Commissioner
Commaonwealth of Virghnia
Department of Taxation
Richmond, Virginia 23215
(804) 257-8005

Wisconsin

Mark S. Musolf

Secretary of Revenue

125 S. Webster St.

P.O. Box 83933

Madison, Wisconsin 53707
(608) 266-1611

Wyoming

Reino Hakala

Chairman

Wyoming Tax Commission and
Board of Equalization

2200 Carey Avenue

Cheyenne, Wyoming 82001

(307) 777-7961
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Report of

Certified Public Accountants

HODE,
EASTPARK OFFICE CENTER
CRIPTER 1690 THIRTY-EIGHTH STREET
& Bourner, CoLorane 80301
SSOCIATES {303) 444-0471

CERTIFIED PUBLIC ACCOUNTANTS

Multistate Tax Commission
Boulder, Coloeorado

August 10, 1981

Romald H. Rhade, CPA
Larry L. Scripeer, CPA
Michael D. Weatherwax, CPA
Thomus D. Pyper. CPA

A. W, Schone, CPA, Retired

We have examined the balance sheet of Multistate Tax Commission at June 30,
1981 and 1980, and the related statements of revenue and expenses, changes in
fund balances and changes in financial position for the years then ended. Our
examination was made in accordance with generally accepted auditing standards
and, accordingly, included such tests of the accounting records and such other
auditing procedures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above present fairly the
firancial vasition of Multistate Tax Commission at June 30,
the results of its operations, changes in fund balance, and changes in finan=-
cial position for the years then ended in conformity with generally accepted

accounting principles applied on a basis consistent with that of the preceding

1981 and 1980, and
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MULTISTATE TAX COMMISSION

BALANCE SHEET
As of June 30, 1981 and 1980

ASSETS

CURRENT ASSETS
Cash
Accounts receivable--members
Accrued interest receivable
Prepaid expenses
Net investment in sales type lease==Current
portion--Hote 23

TOTAL CURRENT ASSETS sentctsstatsussstasssnanas

PROPERTY AND EQUIPMENT--Note 1
Office furniture and equipment
Leased property under capital leases--Note 2
Leasenold improvements

Less: Accumulated depreciation and amortization
TOTAL PROPERTY AND EQUIPMENT ..ovesreesvsrsannne

OTHER ASSETS
Expense account advances
Deposits
Prepald and unamortized past service
pension cosrs--Note 4
Net investment in sales-type lease--Long-term
portion—--Note 3

TOTAL OTHER ASSETS cicistansnsnasanansanantaans

TOTAL ASSETS ccsaasasasiaaaas

1981 1980
$ 160,755 $ 45,057
18,954 26,247
1,146 —
120 2,897
4,349 =
185,324 74,201
66,227 71,052
14,540 123,540
2,633 3,562
83,400 198, 154
40,708 57,057
42,692 141,097
4,799 4,490
1,696 1,626
6,132 6,130
30,536 ———
43,163 12,156
$ 271,179 5 227,454




LIABILITIES AND FUND BALANCE

CURRENT LIABILITIES
Rceocounts payable
Payroll taxes payable
Acorued pension plan—-Note 4
Assessments and audit reimbursements
coliected in advance
Current portion of long-term debt

TOTAL CURRENT LIABILITIES s-cessvsavarassmnunnen
LONG-TERM DERT
Cbligations under capital leases-=-Note 2

Note payable--Note 5

Less: Current portien

TOTAL LONG-TERM DEBT +stvsevcsnstornnrvonsvsonnns

FUND BALANCE--Exhibit B

Unappropriated fund balance

TOTAL FUND BALANCE scvcivasvwmusvsansarsosvanonsnns

TOTAL LIABILITIES AND FUND BALANCE .sesesnves

Exhibit A

1981 1980
$ 11,318 $ 11,965
5,808 4,778
- 3,448
-—- 26,529
30,390 25,028
47,516 71,748
88,350 108,574
10,784 14,809
99, 134 123,383
30,390 25,028
63,744 98, 355
154,919 57,351
154,219 57,351
5 271,179 $ 227,454

See accompanying notes to financial statements.
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MULTISTATE TAX COMMISSION

STATEMENT OF CHANGES IN FUND BALANCE
For the vears ended June 30, 1981 and 19280

Exhibit B

FUND BALANCE--Beginning of y¥ea¥ sevvssssssnessrnses $ 57,351

Excess (deficiency) of revenue over
expenses--Bxhibit C 37,568

1981 1980
§ 64,660

{7,309)

§ 57,354

FUND BALANCE-—End of YeaAr ...cvuietasversreansare-aas 5 154,919

See accorpanying notes to financial statements.




MULTISTATE TAX

STATEMENT OF REVENUE AND EXPENSES

COMMISSION

For the years ended June 30,

REVENUE

EXP

EXC!

LOs

NET

Asgessments

Interest

Other revenua:
Legal administrative
Miscellanecus

TOTAL REVENUE tunaicinresstanancanns

ENSES

Accounting

Baonds and insurance
Consulrting fees
Depreciation and amortization
EDP supplies

EDOP terminal Lease expense
Employee group insurance
Interest expense

Legal and legal support
Miscellanecus expense
iffice suppliies

Pension plan and retirement provision
Postage

Printing and duplicating
Publications

Rent

Repairs and maintenance
Salaries

Telephone

Travel

tUtilities

TOTAL EXPENSES cansasaavvsasssanss

£S5 (DEFICIENCY) OF REVENUE OVER EXPENSES

BEFORE LOSS sassveaaananananessnntsnse

S ON SALE QF LEASED PROPERTY--Wote 3

EXCESE {DEFICIENCY) CF REVENUE OVER

EXPENSES eenvosavannsnsansansanscsacnnsanssnnnss

1981 and 1980

Exhibit C

1981 1980
s 934,720 $ 952,935
25,079 10,025

58, 373 ——
2,396 2,172
1,031,068 965,132
7,150 7.844
4,087 1,924
54,814 48, 155
46,440 38,632
586 9,825
18,676 34,307
21,521 28,721
19,814 23,602
16,241 17,438
3,823 2,739
3,113 7,197
63,638 73,949
5,881 6,603
15, 114 14,387
1,215 3,292
55,412 49,315
9,537 5,189
464,577 502,652
23,042 24,810
66,086 68,304
3,312 3,409
306,188 972,441
124,880 {7,309}

27,312 ———
$ 97,568 5 {7,309}

See accompanying notes to financial statements.
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NOTE 1

NOTE 2

MULTISTATE TAX COMMISSION

NOTES TO FINANCIAL STATEMENTS
June 30, 1981

- SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Multistate Tax Commission was organized in 1967. It was estab-
lished under the Multistate Tax Compact, «hich by its terms, became
effective August 4, 1967. The basic objective of the "Compact" and,
accordingly, the CJommission is to provide solutions apd additional
facilities for dealing with state taxing problems related to multistate
business.

The feollowing accounting pelicies, together with rhose disclesed else-
where in the financial statements, represent the significant accounting

policies followed.

{a} Method of Accounting

The Commission follows the accrual method of accounting whereby
assessment revenue is recognized in the fiscal year of assessment.
Contributions by states for specific purposes are recognized as
income during the year of receipt. Other earned revenue is recog-
nized as it is earned. Expenses are recognized as they are
incurred.

{b} Property and Equipment

All property and equipment is recorded at cost. Depreciation is
provided for on the straight-line basis over the estimated useful
lives of the assets which range from 3 to B years. Amortization
of leasehold improvements is provided for on the straight=line
basis over the term of the lease.

~ CAPITALIZED LEASES

Twe equipmant leases have been recorded as capital leases in accordance
with Financial Accoynting Standards Board Statement No. 13. The gross
amount of the capitalized leases and the accumulated depreciation
thereon is included in the Property and Egquipment section of the
Balance Sheet. Depreciation of $32,580 is included as depreciation
expense in the Statement of Revenue and Expenses. The minimum lease
payments shown below are exclusive of payments receivable on the sale
of one of the capital leases. See Nete 3 for further discussion.

At June 32, 1981, the future minimum lease payments under these leases
ware:

Fiscal Year Ended Minimum Lease Payment
June 30, 1982 § 39,258
June 30, 1982 16,642
June 30, 1984 34,026
June 13, 1985 2,836

June 30, 1986 _—
$112,762




MULTISTATE TAX COMMISSION

STATEMENT OF CHANGES IN FINANCIAL POSITION
FPar the years ended June 30, 1981 and 1980

SOURCES OF WORKING CAPITAL
Cperations:

Excess (deficiency) revenue over expenses--Exhibit C
Charges not requiring the use of working
capital:

Depreciation and amortization

Pension plan past-service costs paid in prior

Add:

years and expensed currently

Nat bock value of furniture and equipment scld
Net book value of capital ledse sold

Total From Operations sissescvasersasarrenss

Proceeds from equipment purchased under capital lease
Decrease in expense account advances
TOTAL SOURCES OF WORKING CAPITAL as:tavssvciscrasrnsran

USES OF WORKING CAPITAL
Investment in sales-type lease

Purchase
Acquisit
Purchase
Payments
Increase
Increase
Increase
Increase

TOTAL

of
ion
of
af
in
in
in
in

furniture and equipment

of leased equipment under capital lease
leasehold improvements

long-term obligations

deposits

current portion of long~term obligations
expense accounht advances

prepald pensicn costs

USES OF WORKIMNG CAPITAL ..vncvianavassnscvasnns

INCAEASE (DECREASE) IN WORKING CAPITAL ..uiicscsvrsssartonan

CHANGES IN
Increase
Cash

COMPONENTS OF WORXING CAPITAL--
({Decrease)

Accrued interest receivable

Accounts receivable--members

Current portion ¢f investment in sales=-—
tvpe lease

Prepaid pension plan

Prepaid expenses

Rccounts payable

Payroll taxes payable

Accrued pension plan

Assessments and audit reimbursements
collected in advance

Current portion of long-term cbligations
INCREASE (DECREASE) IN WORKING CAPITAL .v.iiacraara

Exhibit D

1981 1980
97,568 5 {7,309)
46,4493 38,632
_— 1,524
4,743 1,949
54,341 e
207,101 34,796
—— 109,000
——— 800
209,101 144,596
0,536 ———
11,128 15,565
——— 109,000
—-—— 1,452
24,785 17,625
k] 120
——- 15,766
399 —

2 ———
70,920 159,528
136,181 $ (14,932)
115,698 3 (41,315)
1,146 -———
(7,293) 26,247
4,349 —_——

2 {675)
$1,953) 2,897
647 8,251
(1,030) 686
3,448 (3,448)
26,529 g, 189
(5,362) [15,766)
136,131 S (14,932)

See accompanying notes ro financial statements.
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NOTE 3

NOTE 4

NOTE 5

MULTISTATE TAX COMMISSION

WOTES TQ FINANCIAL STATEMENTS (Continued)
June 30, 1981

- NET INVESTMENT IN SALES-TYPE LEASE

During the year, the Commission sel? property relating to a previsusly
capitalized leage for computer hardware. This sublease has been
recorded in accerdance with Financial Accounting Standard Board State=
ment #13 as a sales-type lease.

Total muinimum lease payments to be received $53,310
Less: Unearned income 18,425
¥et i1nvestment in sales

EYPE 1EASE ssssauyvrasssssnananrrera-nsresr 534,885

- PENSION PLAN

The Commission has a defined benefit pension plan covering substan-—
tially all »f its employees, The total pension expense for the year
was $63,638, which includes amortization of prior service costs over 10
years. The Commission's policy is to fund pension cost accrued. The
actuarially computed value of vested benefits as of June 30, 1987, is

fully funded. The plan benefits and plan net assets are presentced
below:

ACTUARIAL PRESENT VALUE OF ACCUMULATED
PLAN BENEFITS AT JUNE 30, 1381:

Vested 5143 ,944
Nonvested 18,472

$168,416

MARKFET VALUE OF NET ASSETS AVATILABLE
FOR BENEFITS AT JUNWE 30, 1981 $363,587

The assumed rate of return used in determing the actuarial present
value of acrumulated plan benefits was 6.5% compounded annually.

- NOTE PAYABLE

Balance
June 30, 1981
Manufacturer--£% installment note,
collateralized by related egquipment,
payable in monthly instaliments of
$400, including interest, with final
payment due November 12, 1983, 5 11,610
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NOTE 6

NCTE 7

MULTISTATE TAX COMMISSION

NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 1981

- COMMITMENTS

The Commission rents its primary office facilities in Houlder, Colo-
rade, and secondary office facilities in New York, Illinois and Wash-
ington State, under lease agreements with terms expiring on various
dates through August 31, 1988. These leases provide for the following
minimum annual rentals exclusive of utility charges and certain escala-
tion charges at Boulder:

Fiscal Year Ended Minimum Annual Rental
June 30, 1982 $ 48,225
June 30, 1983 29,517
June 30, 1984 26,610
June 30, 1985 28,266
$133,018

The Boulder Facilities lease includes certain escalation charges bhased
on various factors including wage index, utility and property tax in-
creases from a base year.

INCCME TAXES

In the ospinion of legal counsel, the Commission is exempt from Federal
income tax as weall as from other Faderal taxes as an crganization of a
group of States or as an instrumentality of those States. Therefore,
no provision has heen made in the financial statements for Federal in-
come Laxes.
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