


KENNETH J. KIRKLAND 

November 30, 1986 

To the Honorable Governors and State Legislators o f  Member States 
of the Multistate Tax Commission: 

The purpose o f  the Multistate Tax Commission is to br ing even further 
uniformity and compatibi l i ty to the tax laws of the various states of 
this nation and their political subdiv~sions insofar as those laws affect 
muitistate business, to give both business and the states a single place 
to which to take their tax problems, to study and make recommends. 
tions on a continuing basis with respect to all taxes affecting multistate 
businesses, to promote the adoption of statutes and rules establishing 
uniformity. and to assist i n  protecting the fiscal and political integrity 
of the states under the federal Constitution. 

I respectfully submit to you the Nineteenth Annual Report of the 
Multistate Tax Commission. This report covers the Commission's 
activitiesfor the fiscal year beginning July I .  1985 and ending June 30. 
1986. It includes a report o n  receipts. expenditures and operations for 
that per iod f rom Rhode. Scripter and Associates, Certified Public 
Accounts in  Boulder, Colorado. 

, Respectfullv submitted 

Kenneth q ~ i r k l A n d  
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The Multistate Tax Commission: 
An Introduction and Overview 

The Multistate Tax Commission is an o rgan i~  
zation of states created for the purpose of bring. 
ing some order to the state taxation of mui t i -  
state businesses. Recognizing both the confu 
sion to taxpayers and the dangers of federal 
preemption created by the then-current plethora 
o f  state laws and practices, the Mul t~state Tax 
Compact was developed i n  1966 as a means by 
which to develop alternative approaches. Acti- 
vated i n  1967, the Commission has nineteen 
members. including the District of Columbia: 
another ten states have been granted associate 
membership at their request. 

The purposes of the Commission are stated 
in the Compact: to facilitate proper determina- 
t ion o f  state and locai tax l iabi l i ty of multistate 
taxpayers, to promote uniformity or compatibil- 
i ty  of tax systems, to facilitate taxpayer conve- 
nience and compliance, and to avoid duplicative 
taxation. The Commission acts as a resource t o  
those ends through research and publication. 
seminars, litigation, and conduct o f  a joint audit 
program, and representation of member state 
interests in Washington. D.C. 

States jo in the Commission by enacting the 
Multistate Tax Compact, which incorporates the 
Uniform Division o f  Income for Tax Purposes 
Act (UDITPA). This act provides ground rules for 
apportioning income of multistate businesses 
to all states in  which the taxpayer does business. 
Al l  business income is apportioned according 
to a formula which takes into account the  in^ 
state payroll. property, and sales of a corpora- 
t ion as fractions of its total payroll, property, and 
sales: these fractions are then averaged and the 
result is the percentage of a taxpayer's total 
income which is apportioned to that state for 
tar purposes. Non-business income (such as that 
f rom passive investments) is allocated to the 
state where the corporate domici le is located. 
This simple approach (though occasionally 
complex in application) was designed by the 
National Conference o f  Commissioners o n  
Uniform State Laws to ensure that there would 
be no double taxation and no undertaxation of 
corporate income were all states to enact the 
law To avoid double sales taxation, the Compact 
also includes a uniform credit provision to pre- 
vent a transaction f r om being taxed twice. 

When a state joins the Commission, the direc. 
tor o f  i ts tax aaencv becomes that state's 

u ,  

representative on  the Commission. The ful l  
Commission meets annually, normally i n  July  
of each year; between meetings, the Commis. 
sion's affairs are su~erv ised  bv an  Executive 
Committee consisting o f  the officers of the 
Commission (Chairman, Vice-chairman, and 
Treasurer). and four members elected by the full 
Commission. Past Chairmen serve as ex officio 
members. The operations o f  the commission 
are carried ou t  by a staff headed by the 
Executive Director. The administrative and legal 
staffs are located at the headquarters off ice in 
Boulder. Colorado; the Commission also main. 
rains audit offices i n  Chicago. Houston, and 
New York Citv, and has a re~resentat ive i n  
Washington. D.C. Commission operations are 
funded by administrative dues (apportioned 
according to tax revenues) and auditfees f rom 
the member states. 

The Joint Audit Program 
The Commission differs f rom other interstate 

and tax organizations i n  that i t  serves as an 
operating arm of member states through the 
joint audit program. Member states poo l  their 
resources to select candidates for corporate 
income. sales and use, franchise and gross 
receipts tax audits. The MTC audit staff carries 
out these audits just as though they were part 
of a state's own audit staff, forwardina their find- " 
ings and recommendations to the member 
states for assessment and collection at the com- 
plet ion o f  the audit. A single MTC audit takes 
the place of separate and duplicative audits by 
member states, and provides obvious econo- 
mies of scale to the states. At  the same time, 
i t  relieves the taxpayer of the burden of mult iple 
audits. The MTC provides businesses wi th a 
forum through which to seek resolution o f  
inconsistencies i n  the state tax rules which 
become apparent during a joint audit. 

Aside f rom its economies of scale and its 
f inancial benefi ts- in fiscal 1985-86 the 
member states received approximately f I 7  i n  
suggested tax assessments for each dollar 
invested in the program-the audit program 
serves the Commission's goals in  other ways as 



Report of the Executive Director 
Joint Audit Program 

The Joint Audit Program continues to evolve 
in response to both the changing audit environ- 
ment and the needs of the member states. This 
year the staff underwent some changes: new 
managers were appointed i n  the New York 
office, the audit planning process was extended 
to cover an additional year into the future, and 
the staff sign~ficantiy expanded the role that 
computers plav in the audit process. While  pro^ 
posed assessments were not  as great as the 
record set last year, they were more than 
satisfactory and the number of cases closed was 
comparable to the levels achieved i n  prior years. 

In  order to make the Joint  Audit Program 
more compatible with state audit selection, the 
Commission adopted a new selection process 
which provides for an audit plan. with cases 
assigned by auditor twelve months in advance, 
and ailows selection of audit candidates twenty- 
four months i n  advance, In the year just com- 
pleted, for example, the Commission developed 
a plan which assigns cases by auditor through 
theentire 1986-87 fiscal year, and developed a 
list of candidates which wil l  be audited during 
the 1967-88 fiscal year The new process. 
developed through the guidance of the Audit 
Committee. should make i t  easier for member 
states and the MTC s!aff to plan around each 
other and ensure that the MTC program 
becomes a fuily integrated soppiement to each 
state's own audit activities. As the Commission 
begins to extend the plan to the 1968.89 fiscal 
year and beyond, it expects to refine the selec~ 
t ion process further. 

Like many states. the Commission has grad 
ually expanded the use of microcomputers in 
the audit process. Staff members have designed 
templates for spreadsheet programs which nou 
allow the production of almost all schedules on  
thecomputer While computerization isvaluable 
for most audit programs because i t  simplifies 
routine cdlcuiation and recalculation. i t  is even 
more vaiuable for the joint audit program 
because of the number and variety of schedules 
involved. Changing one number in the denorn- 
inator of one factor on an income tax audit can 
result i n  the recalculation o f  dozens o f  

schedules: computerizing this process makes it 
possible to reduce the amount o f  t ime devoted 
to routine work and increase the t ime available 
for anaiytical and investigative activity. Com- 
puterization also makes possible quick esti- 
mates o f  tax effects i n  order to determine 
whether a possible change is material, and 
allows early production o f  estimated assess- 
ments. The Commission has purchased micro. 
computers for all o f  its offices: over the next few 
years, i t  anticipates gradual expansion unti l  
each auditor would be provided with a laptop 
portable computer to use i n  the field while per. 
forming audits. 

The Commission experimented in the late 
seventies with computerized auditing, but those 
attempts ultimately proved unsuccessful. Avail- 
able computer hardware and software were not  
a d e q ~ ~ a t e  to the task at that time. Today, with 
off-the-shelf spreadsheet software and micro- 
computers. instead of custom programs and 
leased mainframe computers, the costs are 
much lower whiie deve iopm~n t  of programs by 
auditors. rather thar  outside consultants, is the 
rule. Indeed. the Commission wil l  need t o  con- 
tinue progress i n  this area merely to keep pace 
with its member statfs. 

The Joint Audit Program continues to provide 
respectable performance. This year Commission 
auditors closed fourteen income and nine sales 
tax cases, for total proposed assessments of 
nearly 514 mil l ion; addit ional revenues t o  
member states f rom mult iyear settlements 
negotiated by MTC staff amounted t o  sl ight ly 
more thdn $3 mil l ion. The audit program thus 
generated s l~ght ly  over $17 mi l l i on  i n  benefits 
to member states at a cost o f  somewhat more 
than a m i l l ~ o n  dollars. for a benefit t o  cost ratio 
o f  nearly I 7  to I. While this does not  compare 
with the 33 to 1 ratio of last year, i t  is quite 
respectable, and the Commission can point with 
pride to an average benefitlcost ratio o f  nearly 
20 to 1 over the past four years. 

On an experimental bdsis, the Commission 
approved l imited use of contract auditing. Audit 
services could be offered t o  either a political 
subdivision o f  a member state (as contemplated 
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i n  the Compact) o r  could be provided for a 
l imited t ime to a non-member state i n  order t o  
give them a first-hand opportunity t o  observe 
the audit program. Though the Commission 
does not anticipate widespread use o f  this latter 
provision, i t  hopes t o  encourage potential 
members t o  consider the adoption o f  contract 
audit ing as a preliminary step toward member- 
ship. The Commission has not  yet signed any 
contracts for provision of audit services, though 
i t  d i d  respond to a request for proposals t o  pro- 
vide audit services to a large political subdivi- 
sion o f  a member state. 

Legal Assistance and Litigation 
It is now three years since the Commission 

has been directly involved in lit igation: this has 
allowed the legal staff to locus its attention o n  
coordinating educational activities. presenting 
speeches, publishing articles to support the 
Commission's goals, providing direct assistance 
to state legal staffs, supporting the audit pro- 
gram and the work of the audit and uniformity 
committees, and engaging i n  larger research 
projects. Additionally, the Commission has filed 
amicus curiae briefs i n  the Supreme Courts o f  
Colorado and Oregon. 

In the Colorado case. Hewletl-Packard Co. o 
Slale of Colorado, 85 SA 340, the taxpayer 
insists that the state, in performing worldwide 
combination, can apply the worldwide appor- 
t ionment rat io to only that income reported by 
the taxpayer to the federal government because 

Colormo p kq) bzcns on fcac.rd larau I. rlcorne 
Thc Y\[(  o r 1 4  ara .?a a s 3  nst t h d  00s .1u.1 The " 
case is stil l pending. 

In the Oregon case, Allanfic Richfield Corn. 
oanu u. D e ~ a r l m e n l  o f  Re~,enue. SC 30995. the . 
Court issu6d a ru l ingon Apr i l  1, 1986, that in- 
tangible dr i l l ing and development costs (IDCs) 
incurred in dr i l l ing gasandoi l  wells should not  
be  excluded f rom the property factor o f  the 
aooort ionment formula in  attr ibut ina the . . - 
income of an oi l  company. in doing so, the Court 
expressed its intention and desire t o  further the 
cause of uniformity. The Department of Revenue 
then filed a ~ e t i t i o n  for reconsideration i n  which 
i t  maintained that the decision did not move the 
state i n  the direct ion o f  uniformity. The Court 
granted the petition and then asked the Com- 
mission to fi le an amicus brief, setting forth the 
practice o f  the other states i n  regard to IDC's. 
The Commission staff surveyed the states, found 
a broad movement away f rom exclusion, and 
reported its findings to the Court i n  its b r~e f .  O n  
Ju ly  1. the Court aff i rmed its original decision. 

In  addit ion to performing normal  staff work 
for committees and responding to day-to-day 
inquiries and requests for advice. the legal staff 
undertook severai major projects. Assisted by 
Tom Vosburg, who joined the staff in  January 
as a research associate, Alan Friedman. Deputy 
General Counsel undertook a survey o f  states 
and taxpayers to determine problem areas in the 
application of UDITPA. The thirtieth anniversary 
o f  its drafting is fast approaching. Some 
observers have suggested that i t  may be  t ime 
to think about revising the model act to broaden 
its application beyond mercantile and manufac- 
tur ina activities in  order to reflect chanoes i n  - 
the economy. The survey constitutes an attempt 
t o  determine which c arts of UDITPA seem to  
work satisfactorily and which parts generate 
implementation problems for both taxpayers 
and administrators. Final results are still being 
compiled: but  prel iminary results and sugges- 
tions for improvement o f  UDlTPA were pre. 
sented at the annual meetings o f  both the Com- 
mission and the National Association o f  Tax 
Administrators. At least preliminarily. Commis- 
sion staff members have suggested that there 
should be some forum of tax admmistrators and 



taxpayers which meets on a regular basis to con 
sider suggestions for revision and to recom. 
mend changes to the states, while the Commis. 
sion could serve as such a forum, particularly 
if its membership were to expand to include 
most or all of the [IDITPA states, i t  need not be 
the only choice. 

Another major area of activity has been addi- 
tionai research and recommendations o n  the 
taxation of banks and financial institutions. 
Assistant General Counsel Sandrd McCray has 
surveyed and studied current state practices and 
then developed proposed model regulations for 
the allocation and apportionment of income 
from financial institutions. The results o f  the 
survey have bcen published as a handbook. 
Slate Taxation olBan%F and Fmanc;al lnslilulions: 
Results of Recenl Surileys. In general. the 
research appears to suggest tha! tax laws have 
not treated banks i n  the same manner as other 
corporations. With deregulat~on of banking and 
the rapid growth of interstate banking. Commis- 
sion staff members suggest that the states need 
ro give serious thought to revising the~r  laws and 
~egulat ions to take into account these changed 
circumstances. A preliminary draft o f  proposed 
regulations was reviewed at the MTC Annual 
Meeting. A later draft should be available for 
puhlic comment by  the t ime this report is 
published. Additionally, some of the research 
d c d i r ~ g  with state jurisdiction to tax financial 
institutions will be published in January asa law 
review article authored by Ms. McCray. 

The legal staff also continue to edit and write 
tne bulk o f  the mate:ial which appears in the 
MTC Reuku,  now published quarterly. In  addi- 
tion to continued updating of the dudit manuais. 
the staff has produced an updated and revised 
Cuipoiale Tax blandbook. an outline and c o m ~  
pilation of cases and materials formerly known 
as the Unitary Handbook. The Handbook is a 
useful reference guide to the mdjor issues 
invohed in deter,mining the parameters o f  a 
unitary business and i n  the apportioning o f  
income; it also includes brief ~ u m m a r i e s  of 
almost all major cases in the area. 

The l ryal  staff has also been extensively 
involved in the development o f  a model regula- 
t ion for the trucking industry, a sales and use 

tax recordkeeping regulation, and a statement 
o f  state practices under EL. 86-272. Finally, the 
National Bellas Hess Project has been moving 
very well. Several o f  these subjects are discussed 
in more detail below. 

Major Policy Issues and State 
Responses 
Income Tax 

In discussing the lssues surrounding state use 
o f  worldwide ccmbination last year, this report 
noted the disparity between state movement to 
water's edge combination. on the one hand, and 
frderal inactivity regarding the assistance 
agreed to in the Wcrking Group report o n  the 
other: '' . .the wil l inynesi of states to act has 
no t  been matched by an equal commitment on  
the Dart of the federal aovernment:" unfor- 
tunaiely that statement remazns even more true 
this vear Sjnce :he ~ u b l ~ c a t l o n  of the Workino 
Ciroip report, Colorido. Florida. Idaho,  assay 
chusetts. Nebraska, New Hampshire, Oregon. 
and Utalr hdve all receded from the use o f  world. 
wide combination. with most rnnving t o  domes- 
tic combination. The California Legislature has 
paswd water's edgc combination, and the 
Governor has signed i t  into law. Montana is 
studyir~g revisior o f  thelr use o f  worldwide corn. 
bination, and an interim committee has recom- 
mended water's edge legislation i n  North 
Dakota. Onlv Alaska appeals l ikely t o  refrain 
f rom action in this area. 

This remarkable upsurge o f  activity, largely 
the resuit o f  voluntary compliance with the 
goals and spirit of the Working Group was 
unfortunatel) not matched by an equivalent 
level of action on  the pdl t 0f the federal govern. 
ment. Instead. o f  the major assistance goals of 
the federal government. only one-IRS training 
in international issuer for state personnel-has 
materialized. While the IRS d id  ask for some 
increases i n  funding for internattonal enforce- 
ment, they were not commensurate with what 
was discussed in the Working Group. The single 
most important issue-the domestic disclosure 
spreadsheet-was discussed in draft legislation, 
but when findily introduced was made part o f  
S.1974, a bi l l  by Senator Wilson (R-Calif) which 



would prohibit state use of worldwide combina- 
tion, would exclude some domestic corpora. 
tions f rom the water's edae and would restrict 

4 

state taxation of dividends. This bill. introduced 
with Administration suDDOrl, clearly violates the 
letter and spirit o f  the 'work ing c r o u p  report 
and the entire effort behind it. 

Fortunately for state interests. Congress has 
uiseiy refrained f r om acting on the Wilson b i l l  
thus far. While there were attemDts made to 
attach i t  asan amendment to the tax reform act. 
these failed thanks to stronq a ~ ~ o s i t i o n  f rom - . .  
the states, especially Montana. through its 
Senators: the Washington. DC. representative of 
the Commission was also a great help in  suc- 
cessfully opposing this plo) A hearing on the 
b i l l  in  the Senate Finance Subcommittee on 
Taxation and Debt Management has been 
scheduled for September 29; although this 

Combination States 

Worldwide 

Aiaska 
hlontdiid 
Rorth Oakotd 

Domestic 

Arimna 
Caiforna lrffrcti\e l ' l 8 8 ) "  
Colorado 
Idaho leffectiie I ir88 or I ,  I 

at year in which sprrad. 
sheet iegisldtlon is effec 
live, whichever i s  earler) 

Illinois 
Kansas 
Kentucky 
Ih\a;ne 
Mtnnesota 
Nebraska 
Ncu Hampshire 
Neu Mexco (taxpayer's 

option) 
New York 
Ouiahorna 
Oregon 
Utah 
\Veil Vlrginia (taxpayer's 

optioni 
' N o t e  In Caliiornia lhe law adds a w a t e r s  edge 
electmn but waildwdr combination is still 
ava ldb l~  and irr use is encouraged 

represents a serious threat, the states can take 
some comfort from the fact that Congress is 
scheduled for final adjournment o n  October 3. 
so that legislation is unlikely to progress beyond 
the hearing before final adjournment and the 
consequent expiration of the bi l l .  

The introduction o f  the b i l l  and the persis- 
tence of its advocates are testimony t o  the  con^ 

t inued importuning o f  the Administrat ion by 
foreign governments, notably the Bri t ish and 
Japanese. The states should be prepared for 
con t~nu ing  pressure in this area next Congres- 
sional session. Some members of the Adminis- 
trat ion apparently are more concerned about 
these pressures than about their claimed com- 
mi tment  to federalism and fostering state 
autonomy 

Sales Tax 
Reversilg or l imi t lng the effect of the Bellas 

Ilrss holding remains a major policy objective 
of the Commission, as i t  is o f  most state govern- 
ment groups. After having performed a major 
study, the US. Advisory Commission on  lnter- 
governmental Relations endorsed corrective 
federal legislation as the most equitable solu- 
t ion to the problem. A committee appointed by 
the NATA drafted proposed iegis lat ion which 
was largely incorporated Into H.R. 5021 that was 
~n t roduced this spring by Representative Jack 
Brooks (DTexas). The MTC supports Congres- 
sional resolution o f  this problem. MTC Chair- 
man John LaFavei has appointed a committee 
chaired by Harley Duncan. Kansas Secretary of 
Revenue and outgoing Commission Chairman. 
to work with a similar N T A  committee to 
develop strategies aimed at enactment o f  the 
b i l l  into law. 

In  a complementary effort. the Commissior~ 
has also undertaken a National Bellas Hess pro- 
iect to orornote increased collection and remit- 
tance of state sales and use taxes. Bui id ing o n  
i ts success i n  qettinq two larqe mail-order 
retailers to sign ayreements to coilect and remit 
sales and use tax, the Commi is ion  has drafted 
aareements for voluntary c o m ~ l i a n c e  o n  the 
part of other retailers. and has i i rcu lated these 
aqleements throuqh the Direct Marketinq Asso- 
c'Lation, the ~omn%t tee  on  State  axa at ion. and 



some p u b i ~ c  accounting f i lm>. At ieast one 
retailer has already agreed to sign such a con- 
tract, and several others have expressed interest 
i n  doin! so. 

Efforts at boluntary compliance wil l  continue 
thiouyti  December. when the focus wil l  shift to 
targeted audits. It I S  not unlikely that one cr  
more of these audits wii l  result in l i t igation in 
which the states wlil seek to ouertulr~ Ndl iond 
Bellas Hess andlor to obtain confirmation o f  the 
constitutionality of their riqht to require use tax 
coiiection by mai l  order sellers whom iYal~una1 
Bellas Hess currently appears to shield from that 
~cquirement.  The Commission views surh an 
effort as compiementary to attempts to enact 
federal legislation Successful l it igation would 
offer a faiibsck positiori should federd! l cy is la~  
t ion r o t  be enacted. 

The N a t i n w  Bellas Hess Project is funded by 
participating states: t o  date 27 states have 
agreed to participate ir- the project. Al l  ; 6  
rrtrrnbcr states o f  the Commission with sales 
taxes have agreed to join. as have 11  non 
member states. The Commission has been verk 
gratified by evidence o i  Interest i n  the p ~ o j r c t  
which goes weil beyond the mernberih p; it indi. 
cates that the project is weil-enough canceived 
to be o f  broad general interest. 

As part of the project, the Commission will 
coordinate k y d l  assistance i n  thc event of iitiga- 
tion, including the pro\,ision of expert witnesses 
and the pooling of state resources. Such lit iga- 
t ion may ar se not oniy frorn the aud~ts  but also 
from state legislation. Both California and i i i i -  
nois have passed kgis lat ion asserting that pur 
chase o f  in-state advertising gi\,es rise to nexus 
for tbe purpose of tax collection: Oklahoma has 
passed legisidtion which provides an eien 
broader dd in i t i o r  of rlenus. Test case lit igation 
seems likeiy to arise out of oneor  more of these 
bills, and the Commission 1s prepared to assist 
here as well. 

Uniformity 
As part of its ongoing charge to promote 

uniformit\. i n  the tax treatineiit uf multistate 
businesses, the Commission approved two uni 
form regulations this year. Approval of a regula- 
tion consti:utes a recommendation to stales :hat 

they zdopt such a rrgulat ion in their state. (The 
regulations are reproduced in this report as 
Appendices C and D.) The regulation on  the 
trucking industry s one o f  several regulations 
that the Commission has adopted for those 
industries which, i n  its judgment, require an 
apportionment procedure different f rom the 
standard ClDlTPA formula. The Commission has 
adoptcd similar regulations for railroads, con- 
tractors, and airlines. (The fu l l  texts o f  these 
regulations were printed i n  the 1984-85 Annual 
Report.) See Appendix F for o l isting of regula- 
t ions and of those states which have adopted 
them. 

The trucking industry reguidtion uses sales. 
payroli. and property as apportionment factors. 
but  proratcj mobi le property by a mileage fac- 
tor. Additionally, i t  prorates some sales by 
mileage and includes a de minimis nexus stan. 
dard. By design. ~ t s  definltlons of instate and 
total miles are compatible with similar defini- 
tmna put forth for registration and fuel use tax 
purposes i r  the NGA Working Group's Six Point 
Pldn. 

The rrcoidkceping regulation considerably 
expands the delinitions o f  acceptable media i n  
which to keep records for salesand use tax pur. 
poses, and attempts to keep such definitions 
consistent 'with current technology and practice. 

Finally, i n  an attempt to provide some guid- 
ance for taxpayers, the Commission has adopted 
a statement of information concerning the prac- 
tices of me~nbe r  state5 undr i  PL. 06-272. While 
not a formal regulation. the document does 
allow taxpayers and others to gain additional 
guidance as to what types o f  activities are cur- 
rently looked to by the states t o  determine 
whether immunity exists under P.L. 86-272. The 
document aiso aiiows rnember states an oppor- 
tunity to review their practices and to  ensure 
that they are co~~b i * t en t  with one another; i t  
offers nonmember states a point o f  departure 
for a similar review as weil. 

While other issues remain on  the Commis- 
sion agenda. such as the sales tax treatment o f  
softwsrc, the ciassif~ca:ion o f  dock cales. and 
the application of the throwback rule to grain 
sh~pment i .  the major issues for activity i n  the 
coming year i v ~ l  probably revolve around the 



UOlTPA survey and the disc~ssions i t  provokes 
as well as the issues associated with financial 
institutions and telecommunications. 

Publications 
In addition to thc regular publiration o i  the 

MTC Reuieul and the continued u ~ d a t e s  of the 
("come and sales tax audit manuals, the Com- 
mission has published the follcwiny items this 
hear: 

Corporate income Tdx Hdndbook 
This convenient reference Fource updates and 
incorporates material previously published as 
the Ucitaiy Handbook. 

Slate Taxation o f  B a n k  a?d Financial institu. 
[ions: Resulls o i  Rccenl Suiveys 

Auditing for Arm's Length 
This booklet reprints articles on international 
taxation and the competent authority process 
recently published in various ed i t~ons of the 
MTC Reuietu. 

Personnel 
Turnober this year wasconsiderably less than 

last year.Two auditors. Frank Kuehn andKocco 
Miraldi, both ieft the New York office. New 
aud~tors this ycar are Steve Green (Chicago). 
Dick Mandel (New Yorkl, and Jeff Slver  (Neu 
Yoik). Tam Vosbura ioined the Boulder staff as 
a research associate ?he New York oi f i re was 
reorganized: instead o l  a single rnanager.Gerald 
Birknow manages the income tax staff and Mort 
Kotkin the sales tax staff. 



Staff Members 
Executive Director 
Kenneth J. Kirkland was appointed Executive 
Director of the Multistate Tax Commiss~on i n  
February. 1985. Previously, he had been a staff 
member at the National Conference o f  State 
Legisiatures. serving most recently as  Director 
o f  Fiscal Affairs: had been an  analyst for the 
Oklahoma State Legislature: and had been a 
faculty member at the Unibersity of Oklahoma 
and at Adrian College (Michigan). He 1s a 
graduate o f  Stanford University and holds an 
M A .  f rom the University of Oregon and a PhD. 
from the University of Michigan. 

General Counsel 
Eugene F Corrigan became the Commission's 
General Counsel i n  February. 1985 after having 
served for sixteen years as its Executive D~ rec -  
tor. His prior experience included threr  years 
as a Sears. Roebuck tax attorney and ten years 
with the Il i inois Department o f  Revenue, i n  the 
Chicago office of which he last s r r ted  as Chief 
Counsel. During the mid-sixties, he was also a 
partner i n  the Chicago law f i rm of Strddford. 
Lafontant. Fisher and Corrigan. He is a graduate 
of Princeton University and o f  John Marshall 
Law School of Chicago. He is a Past Chairman 
of the Urban State and Local Government Law 
Section of the American Bar Association. 

Deputy General Counsel 
Alan H. Friedman's iegai experience, over some 
fifteen years has inc!uded positions as Legal 
Counsel with the US.  Justice Department, the 
U.S. Senate. and the Colorado Attornev 
Generals office. As First Assistant ~ t to rne ;  
General. he supervised the leaal representation .. . 
of Coiorado's Governor. Secretary o f  State. 
Treasurer and, finally. Department o f  Revenue 
where he iast served as Deputy Director. He is 
a graduate of the University o f  California at 
Berkeley and of Boalt Hall Law School at that 
University. 

Assistant  General Counsel 
Sandra B. McCray has had extensive and varied 
legal and administrative expcrlence in the office 

of the Colorado Attorney General. There she has 
served: as prosecutor in  consumer protection, 
medical malpractice and insurance fraud cases, 
as Administrator of the Consumer Credit Code: 
as Chief of the F~nanc ia l  Institutions Section: 
and as First Assistant Attorney General i n  
charge o f  the Reguiatory Law Section. A Phi 
Beta Kappa graduate of UCLA and a graduate 
of the University of Colorado Law School, she 
holds a Master's Degree i n  Taxation f rom 
Georgetown University. 

Program Coordinator 
Clela A. Rorex joined the MTC in 1981. She 
holds a Bachelor of Arts Degreeand a Master's 
Degree in Public Administrat ion f rom the 
University of Colorado. Her previous experience 
includes service as: the publ icly elected Clerk 
and Recorder of Boulder County: acting general 
manager of the Colorado Music Festival: busi- 
ness manager for the Sacramento Civic Theatre: 
insurance and financial counselor; manager of 
the Visiting Scientists Program o f  the Joint  
Institute for Laboratory Astrophysics at the 
University of Colorado; and management rep- 
resentative at the US. Naval Exchanae at Guan- 

Audit Managers 
Chicago: Eugene J. Dowd joined the Multistate 
Tax Cornmiision in 1974 d f k r  performing and 
supervising income tax aud i tso f  large mul t i -  
national corporations in the Chicago office o f  
the Caiifornia Franchise Tax Board for thirteen 
years. Previously he had served as budget 
accountant and as the staff internal auditor o f  
the A m o u r  Research Foundation. 

Houston: Robert Milhgari was a corporate 
accountant for nearly ten years. He was the Tax 
Manager of two different corporations prior t o  
joining the Michigan Department of Revenue as 
an auditor in  1961. There, he audited for 
Income. Sales and  Use. Franchise. Intangibles. 
Business Activities and other taxes unt i l  1977, 
when he joined the staff o f  MTC. 



New York: Gerald B i rkand Morton Kotkin have 
served jointly as income Tax Audit Manager and 
Sales Tax Audit Manager, respectively, since 
February. 1986. Gerald Bi rk  has been with the 
Commission for five years. Before joining the 
MTCin  1981, he had been an audrtorand audit 
supervisor with the New York office of the 
California Franchise Tax Board for eight years. 
A native of Rrooklyn. New York, he graduated 
from Long Island University :n  1973 with a 
Bachelor of Science Degree i n  Accounting. Mor- 
ton Kotk in has served with the Commission as 
a Senlor Auditor. Eastern Regiondl Ma l rq r r  and 
Senior Review Auditor. Before ~ o i n i n g  the MTC 
i n  1974, he had been an auditor and f ield audit 
supervisor with the New York office o f  the 
Cahfornia State Board of Equalization fo. twelve 
years, performing and superbsing sales, use. 
property and cigarette tax audits o f  California's 
largest out-of-state idxpdyers. Also a native of 
Brooklyn. New York, he graduated from New 
York University in  1961 with a Bachelor of 
Science Degree in Accountinq 

Consultants 
Will iam D. Dexter has served the MTC in an O f  
Counsel capacity since July 1983 when he 
retired as General Counsel. 

James Rosapepe has served as Legislative and 
Media Consultant for the MTC since 1977. He 
is a partner with Rosapepe. Powers and Spanos 
i n  Washington. D.C. 

Audit Staff 
Income Tax 
Gerald B i rk  (New York) 
Eugene Dowd (Chicago) 
Paul Ezrone (New York) 
Steve Green (Illinois) 
Alan Hi ld (New York) 
Rohert Mil l igan (Texas) 
Pau, Mond (Texas) 
Arthur Schwartr (New York) 
Jeff Silver (New York) 
Rosario Vento (Illinuib) 
Joselito Vitug (Illinois) 

Sales Tax 
Morris Gladstein (New York) 
Michael Hneth (New York) 
Morton Kotkin (New York) 
Richard Mandel (New York) 
Edward Ruby (Il l inois) 

Support Staff 
Edith Bishop (New Vork) 
Betty DcBruyne (Co!orado) 
Connie Fuerst (Colorado) 



Committees 
Audit Oversight Committee 
Jeff Miller. Chalrrnan ~Montana) 
Robert Bonnici (Caiiformd) 
Phil Aldape (Idaho) 
Thomas Shzridan (Kansas) 
G e ~ o m r  Caulfield ( ihnnesotai 

Audit Committee 
Jeff Miller. Chairman (Montana) 
Martin J. Richard (Alaska) 
Eberett Leath (Arkansas) 
Robe,( Bot,r~ici (Californlai 
Frank Beckuith (Colorado) 
J. Waltir Lund (DC) 
Kenneth Murayama (Hawaii) 
P h i  Aicape (Idaho) 
Joe E. Randall (Idaho) 
Tom Slvr iddn (Kansas) 
Joseph Torncryk (Michigan) 
G e . o m ~  C;+>>lfirld (Minnesola) 
James R. Beckharn lM!ssou:i) 
Rudy R. Galiegos lNrw Mexco) 
Robert Kesse' (North Dakota) 
Tom Everail (Oregon) 

Ron Larson (South Daicota) 
Harold Lee (Texas) 
Joe Pacheco (Utdh) 

Uniformity Committee 
Phil Aidape. Chairman (Idaho) 
Mai t in  J. Richard (Alaska) 
Everett Leath (Arkansas) 
M~chae l  E .  Brownell (California) 
Ted V. Middle (Colorado) 
J Walter Lund (DC) 
Kelneth Murayama (Hawaii) 
Joe E. Randall (idaho) 
Tom Shcridan (Kansas) 
F r ~ d  Lynch (Michigan) 
Cerome Caulfield (Minnesota) 
Jdirles R. Beckham (Missouri) 
Gr ia id Foster (Montana) 
Md?u? l  Galegos (New Mexico) 
Robert Kesse (North Dakota) 
T o n  Lverdll (O~egon)  
Ron Larson (South Dakota) 
Donald R. Basch (iltdli) 



Multistate Tax Commission 
Officers 1986187 

Chairman Vice-chairman Treasurer 

John LaFave~ 
(Montana) 

Melvin Jones 
(D.C.) 

R.H. Hansen 
(Utah) 

Executive Committee 

Robert Bowman Bob Bullock Alan Charnes Tom Triplett 
(Michigan) (Texas) (Colorado) (Minnesota) 

Ex Officio 

Kent Conrad Harley Duncan Gerald Goldberg Larry Looney 
(North Dakota) (Kansas) (California) (Idaho) 
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Representatives of Party States 
of the Multistate Tax Compact 
Alaska 
Mary Nordale (i\li.rnbrrj 
Cornmissloner of Rwenue 
Department of Revenue 
Pouch S 
Juneau. AK 9981 1 
(907) 465-2300 

Richard D. Monkman 
(Alternate) 

Deputy Comm~ssioner 
Department of Revenue 
Pouch S 
Juneau. AK 99811 

Arkansas 
Mahlon A.  martin (Member) 
Director 
Arkansas Department of 

Finance and Adm~nist ra l ion 
PO. Box 3278 
L ~ t t i e  Rock. 4R 72203 
(501) 371 2242 

Glen Mourot (Allcrnate) 
Administrator 
Of f ice o f  Tax Administratoj 
Arkansas D e ~ a r t m e n t  of 

Finance and Administratinn 
Box 1272 

Lit t le Rock. AR 72203 
(501) 371 1626 

California' 
Douglas D. Bell (Member) 
Executive Secretarv 
Board o f  ~ ~ u a l i r a t i o n  
PO. Box 1799 
Sacramento. CA 95808 
(916) 445-3956 

Gerald Goldberg (Member/z 
Executive Officer 
Franchise Tax Board 
PO. Box 115 
Rancho Cordova. CA 

9567001 15 
(916) 369-4543 

Colorado 
Alan N. Charnes (Member)3 
Executive Director 
Colorado Department o f  

Revenue 
1375 Sherman Street 
Denver. CO 80261 
(303) 866-3091 
Frank Beckwith (Al le~nak)  
Chief o f  Taxation 
Colorado Department o f  

Revenue 
1375 Sherman Street 
Denver, CO 80261 
(303) 866-3048 

District of Columbia 
Melvin W. Jones (Member) 
Director o f  Finance and 

Revenue 
Government of the District o l  

Columbia 
Room 4136. Municipal Center 
300 Indiana Avenue. NW 
Washington. DC 20001 
(202) 727-6020 

J. Walter Lund (Aiternait,) 
Associate Director o f  Audit 
Compliance and Investigation 
Government o f  the District o f  

Columbia 
Roorn 3C16. M u n ~ r i p a l  Center 
300 lnd~ana Avenue. NW 
Washington. DC 2000 i  
(202) 727-6019 

Hawaii 
Herbert Dias (Member) 
Director of Taxation 
Department of Taxation 
PO. Box 259 
Honolulu. HI 96809 
(808) 548-7650 
Wallace Aoki (Allernale) 
Deputy Director 
Department of Taxation 
PO. Box 259 
Honolulu. HI 96809 
(808) 548 7562 

Idaho 
Larry Looney ( M ~ m b e r ) ~  
Chairman o f  the Commission 
Department o f  Revenue and 

Taxation 
ldaho State Tax Commission 
PO. Box 3 6  
Boise. ID 83722 
(208) 334-4634 

Darwin L. Young (Allernale) 
Commissioner 
Department o f  Revenue and 

Taxation 
ldaho State Tax Commission 
PO. Box 3 6  
Boise, ID 83722 
(208) 3344634  

Kansas 
Harley Duncan (Member)5 
Secretary of Revenue 
Kansas Department o f  

Revenue 
State Office Bui ld ing 
Topeka. KS 66612 
(913) 296-3041 

Thomas Sheridan (Alternate) 
Chief, Audit Bureau 
Kansas Department o f  

Revenue 
State Off ice Bui ld ing 
T o ~ e k a .  KS 66612 

Michigan 
Robert A. Bowman (Member) 
State Treasurer 
Department o f  Treasury 
Treasurv Bui ldina 

Susan Work Mart in  (Alternate) 
Commissioner of Revenue 
Department o f  Treasury 
Revenue Division 
Teasury Bui ld ing 
Lansing. M I  48922 
(517) 373-3196 



Minnesota 
Tom Triplet! (Member) 
Commissioner o f  Revenue 
Deoartment o f  Revenue 
Centennial Office Bui lding 
St. Paul. Y N  55145 
(612) 296~3401 

t ierome T. Caulfield (Alternate) 
Director. Corporate Income 

Tax D~v i s i on  
Department o f  Revenue 
450 S\,ndlcdte Street. Suite 240 
St Paul. MN 55104 
(6  12) 642-0439 

Missouri 
Paul McNeill (Member) 
D~rector  o f  Revenue 
Department o f  Revenue 
PO R O ~  j l  I 
Jeffermn City. M O  65105 
1314) 151-4450 

J d r n e s  R. Beckham (Alfcmalr j  
Dirrctor 
Uiwslon of Compliance 
Deoartment o f  Revenue 
~d Box 400 
Jefferson C i l v  N O  65105 

Montana 
John LaFaver (Member) 
Dir rc tor  of Revenue 
Montand D e ~ a r t m e n t  o f  

Revenue  
Mitchei l  Bui lding 
Helena. MT  59620 
(406) 4442460  

Gzrald Foster (Allernale) 
Administrator 
Natural ResourrelCorporation 

Tax Division 
Montana Department o f  

Revenue 
Mitchel l  Bui lding 
Helpna. MT 59620 
(406) 444-2460 

New Mexico 
Vickie L. Fisher (Mernb~r) 
Secretary 
New Mex~co Taxation and 

Revenue Department 
PO. Box 630 
Santa Fe, N M  87509-0630 

(505) 988-2290 X600 

James R White (Allernatc) 
Director 
Audit and Comoliance 

D~b is ion  
New Mexico Taxation and 

Revenue Department 
PO. Box 630 
Santa Fe. N M  87509-0630 

(505) 9882290 X300 

North Dakota 
Kent Conrad (Member16 
Tax Commissioner 
North Dakota State Tax 

D e ~ a r t m r n t  
State'Capltal 
Bismarck. ND  58505 

Arnold M. Burian (4ilernaie) 
Deputy Tax Commissioner 
North Dakota State Tax 

Department 
State Cap~to l  
Bismarck. ND  58505 

(701) 224 2770 

Robert Kessel (Ailernate) 
Ditector 
Income and Oi l  Tax Dwision 
North Dakota State Tax 

Department 
State Capitol 
Bismarck, ND 58505 

(701) 224-3653 

Oregon 
Richard Munn (Member) 
Director 
Department of Revenue 
Revenue Bui ld ing 
955 Center Street. NE 
Salem. OR 97310 
(503) 378.3363 

Al len J. Brown (Alternate) 
Administrator 
Audit Division 
Department o f  Revenue 
Revenue Bui ld ing 
955 Center Street, N E  
Salem, OR 97310 
(503) 378-3747 

South  Dakota 
Jud i th  M. Payne (Member) 
Secretary of Revenue 
Department of Revenue 
R.F. Kneip Bui lding 
700 Governors Drive 
Pierre. SD 57501-2276 
(605) 773-5131 

Ror Lar ion (Alternate) 
Acting Director 
Audit Di r is ion 
Department of Revenue 
700 Governors Drive 
Pierre. SD 57501-2276 

Texas 
Bob  Bullock (Member) 
C o m ~ t r o l l e r  of Publ ic 

Accounts 
LBJ  State Off ice Bui lding 
Austin. TX 7871 1 
1512) 463-4000 

Wade Anderson (Alternate) 
Associate Deputy Comptrol ler 
Legal Seri ices 
Office o f  Comptroller 
PO. BOY 13528 



Dan Pearson (.liternale) 
Associate Deputy for Audit 
Audit Division 
PO. Box 13527 
Austin. TX 78711 
(512) 4634006 

Utah 

R H Hansen (Member) 
Chairman 
Utah Stare Tdx C O ~ ~ I S S I O ~  
Hebei M Wells Buj ld~no 
160 E 300 South 
Salt  Lake  Clt) UT 84134 

Roger 0. Tew IAilernaie) 
Comrn~ssioner 
Utah State Tax Cornmisston 
Heber M. ii'ells Buiiding 
160 E. 300 South 
Salt Lakc Cirk. UT 84134 
(801) 530-6088 

Washington 
Matthew Coyle (Member) 
Acting Director 
Department o f  Revenue 
415 General Administration 

Bui lding 
Oiympia, WA 98504 
(2061 7535574 



Tax Administrators 
Associate Member States* 
Alabama 
James  C. White.  Jr. 
Commiss ione r  
Deoa r tmen t  o f  Revenue 

Arizona 
J. E l l i o t t  H ibbs  
Di rec tor  
Depa r tmen t  o f  Revenue 
Capi to l  Bu i l d i ng ,  West W i n g  
Phoenix.  A Z  8 5 0 0 7  
(602) 2 5 5 - 3 3 9 3  

Georgia 
Marcus E. Col l ins,  Sr. 
Commiss ione r  
Depa r tmen t  o f  Revenue 
4 1 0  Tr in i ty-Washington 
B u i l d i n a  

Louisiana 
Shi r ley  M c N a m a r a  
Secretary 
Deoa r tmen t  o f  Revenue a n d  

Taxat ion 
PO. Box 201 
Ba ton  Rouge, L A  7 0 8 2 1  
(504) 9 2 5 - 7 6 8 0  

Maryland 
LOUIS L. Go lds te in  
Compt ro l l e r  o f  t h e  Treasury 
Sta te  Treasury B u i l d i n g  
PO. Box  4 6 6  
Annapo l is .  MD 21404  
(301) 2 6 9 - 3 8 0 1  

Massachusetts 
Ira A. Jackson  
Commiss ione r  
Depa r tmen t  o f  Revenue 
1 0 0  Cambr idge  Street 
Boston,  MA 0 2 2 0 4  
(617) 7 2 7 - 4 2 0 1  

New Jersey 
J o h n  R. Ba ldw in  
D i rec tor  
D i v i s i on  o f  Taxat ion 
Depar tmen t  o f  Treasury 
50 Barrack  Street,  C N 2 4 0  
Trenton, NJ 0 8 6 4 6  
(609 )  292 -5185  

Ohio 
J o a n n e  L i m b a c h  
Tax Commiss ione r  
Depa r tmen t  o f  Taxat ion 
PO. B o x  5 3 0  
Columbus.  O H  43216  
(614)  466 -2166  

Pennsylvania 
J a m e s  I. Sche ine r  
Secre tary  o f  Revenue 
D e p a r t m e n t  of Revenue 
St rawberrv  Sauare-11th < .  

F l o o r  
Harr isbura.  PA 17127 

Tennessee 
Kathy B e h m  Celauro  
Commiss ione r  
Depa r tmen t  o f  Revenue 
And rew J a c k s o n  Sta te  

O f f i ce  Bu i l d i ng .  
R o o m  927 

Nashvi l le,  TN 3 7 2 4 2  
(615) 741.2461 

'The Commission has made piovis~ans for associate membersh~p in bylaw 13, as follows: 
13. Associate Membershio ~ ~~~~~~~~ ~ 

i a l  Associate mernbershtp in the Compact may be granted. bv a majority vote of the Commission members. 
to thole States which have not effectively enacted the Compact but n h s i h  have through leg~slative enactment 
made effective adoption of the Compact dependent upon a subsequent condt ion  or have, through their Gover- 
nor or through a statutorily established State agency, requested associate rnembersh~p. 

(b l  Representatives of such associate members shall not be enrttled to vote or to hold a Commission office 
but shall otherwise have ali the rights of Cornmsi lon  members 

Associate rnembershlp is extended especially for states that w s h  to asslst or participate in the discussions 
and actiwttes o f  the Commission, even though they h a e  not enacted the Compact. This serves two purposes: 
( I )  it permits and encourages states that feel that they lack knowledge about theCornmissmn to become familiar 
w t h  i t  through !meel~ng x i t h  the members, and (2) 11 glves the Cornmisston an opportunity to seek the active 
participation and addt ional  influence of  states which are willing to assis1 n a joint effort in  the field of taxation 
w h l e  they cons~dr r  or i rork for enactment o f  the compact to became full mcrnbsrs. 



Tax Administrators 
Non-Member States 
Connecticut 
John G Groppo 
Comm~ss~oner  
Department o f  Revenue 

Serv~ces 
92 Fa rm~ i~u tu r i  Avenue 
Hartford, fi 06105 
(203) 5667120 

Delaware 
qobert W. Chas!ant 
Director of Pevenut 
Departlrrent o f  Finance 
Cdriel State Office Building 
820 N. French Street 
U'ilmington. DE 19801 
(302) 5713315 

Florida 
Randy Miller 
Executive D i r r r to r  
Florida Department of 

Revenue 

Illinois 
J .  Thomas Johnson 
Director 
Il l inois Department of 

Revenue 
PO. Box 3681 

Indiana 
M.F Renner 
Commissioner o f  Revenue 
Indiana Drpartment of 

Qevenue 
202 State Office Building 
Indianapolis, IY 46204 
(317) 232-2101 

lowa 
Gerald D. Bair 
Director 
lowa Depd~trnent  o f  

Revenue E Finance 
Hoober State Office 

Ruildlng 
Des Mo~nes,  IA 50319 

Kentucky 
Gary W. Gillis 
Secretary 
Revenue Cabinet 
Capjtdl Annex 
Frankfort, KY 40520 
(5021 564-3226 

Maine 
Anthony J. Neves 
State Tax A r s ~ s s o r  
B ~ r e a u  of Taxation 
State Oi f icr  Buildina 
Augusta. ME 04333- 
(207) 289 2076 

Mississippi 
C h .  Marx 
Ctldil man 
Tax Commission 
Woolfolk State Office 

Buildina 
Jackson. ?IS 39205 
(601) 359-1098 

Nebraska 
Donna Karnes 
State Tan Cornmcss~or~rr 
PO Boh 94818 
Llncoln N E  68509 4818 

Nevada 
John P. Curneaux 
Executive Director 
Department o f  Taxation 
Capitol Mail Complex 
Carson City. NV 89710 
;702) 885 4892 

New Hampshire 
Everett V. Taylor 
Commissioner 
Department o f  Revenue 

Administration 
61 South Sprina Street 
PO. Box 451 
Concord. NH 03301 
(603)  2712191 

New York 
Roderick Chu 
Commissioner 
bew York State Department 

of Taxation and Finance 
Albany, NY 12227 
(518) 457-2244 

North Carolina 
Helen Powers 
Secictarv of Revenue 
Department o f  Revenue 
P.0. Box 25000 
Raleigh, NC 27640 
(919) 7337211 

Oklahoma 
Cindy Rambo 
Cbsirman 
State Tax Commission 
The M.C. Connors Building 
2501 North I-incoln 
Okiahoma C~ty.  OK 73194 
(405) 521 31 15 



Rhode Island 
R.  Gary Clark 
Asst. Director of 

AdministrationlTax 
Administrator 

Department o f  
Administration 

289 Promenade Street 
Providence. RI 02908 
(401) 277-3050 

South Carolina 
John T Weeks 
Chairman 
Tax Commission 

Box 125 
Columbia. SC 29214 
(803) 134-1830 

Vermont 
Norris Hoyt 
Commissioner o f  Taxes 
Department o f  Taxes 
Pavilion Office Bui lding 
Montpelier. VT 05602 
(802) 828~2505  

Virginia 
Will iam H. Foist 
Tax Commissioner 
Commonwealth of Virginia 
Department o f  Taxation 
PO. Box 6 -L  
Richmond, VA 23282 
(804) 257-8005 

West Virginia 
Michael E. Caryl 
State Tax Commissioner 
State Tax D e ~ a r t m e n t  
Charleston, wv 25305 
(304) 348-2501 

Wisconsin 
Michael Ley 
Secretary of Revenue 
125 South Webster Street 
PO. Box 8933 
Madison. WI 53708 
(608) 266-1611 

Wyoming 
Rudolph Anselmi 
Chairman 
Wyoming State Board o f  

Equalization and Stale 
Tax Commission 

122 West 25th Street 
Cheyenne, WY 82002-0110 
(307) 777-5284 



Appendix A 
Agreement on Exchange of Information 
Income Tax (Updated A U ~ U S ~ ,  1986) 

In  the interest of furthering the mutual 
interests of the u?derriyned slates represented 
by the undersigned officials through benefits 
which can be derived from the exchanqe of 5 
information among said states, each of said o f f -  
c ids does l ~ r t eby  enter ~ n t o  the follouina Aqree- . - 

r e n t  for the exchanyc o f  in for ma ti or^ with every 
othe- undersigned cfficia! 

The undersigned hereby mutcal iy aqree to 
e~c i ldnge informat~on, t o  the full extent per- 6 
mil led by their respective I ~ w s ,  in accordance 
with the terms and limitat!ons belwu: 

1 .  For the purposes of this Ayrerment, 
lncorne tax means a tax imposed an or 7 
measured by net income, incltlding any 
tax imposed on or measured by an 
amount arrivcd at by deducling expenses 
from gross income, one or morc forms 8 
of which expenses are not specfically 
a r d  d ~ r r c : i y  related to part icu lar  
tiansactiolls. 

2. This agreement shall be applicable u i t h  
respect to: 
a. The inspect~on o f  ncame tax retu-os 

5 

o f  a n y  taxpayer: and 
b. Th? furnishing of o n  abstrdct u i  the 

r r t ~ r n  of income o i  anv tnxmver: and * . ,  
c. The furnishing o f  any information 

conceininq any items contained in anv 10 
- .  

return o f  Income of drly taxpayer: a i d  
d. The furnishing of any information dis 

closed by  the report o i  any investign- 
:ion of the income or return of income 
of any u x x y e r ,  exclus:ve of an) infor- 
mation ootaincd !"rough a, ay lee~  1 I 
men1 between any of the undercigned 
states and the Internal Revenue 
Serrice. 

3 For purposes or this Agrecmen!, taxpayer 
inciudes any indi:iduai. corporation, 
partnership o r  fiduciary subject to an 
i n i u n ~ e  tax or requ~red to tile an  income 
tax return 

4. This Agreemen! i i  not limited to o 
specific period of t i r e  or  to returns, 

documents or information relating to any 
specific years or  periods: and i t  wi l l  be 
considered to be in effect unti l  revoked. 

Additions and changes, including defini- 
tions, i n  thc p ro~ i s i ons  of this Agree- 
ment may be made by mutual consent 
of the proper officials of the undersigned 
states, and shall become an attachment 
to this Ayrerrr:ent. 

No information obtained pursuant to this 
Agreement shali he disclosed to any per- 
son not  aulhorired by the laws of the 
underslgnec states. 

The information obtained pursuanl to 
this Agreement shall be used only for the 
purpose of administration of the income 
tax laws of the undersigned states. 

T h ~ s  written Agreement shall not become 
effect i i r  between any two states until the 
authoi ired o f f i c i d i  for both such states 
habe s ignrd it i n  the space provided 
>elow. 

This written Agreement is not intended 
:o revoke or supersede any other similar 
agreernert thal lmdy have been pre- 
viously entered into between any two or 
rno-e of t+e states represented below. 

The urdersigned agree to inform each 
other of tbe current statutory provisions 
o f  their r e i p e i t i ~ e  s!ates concerning the 
confidmtiality of the material exchdnged 
and the penalties for unlaivful disclosure 
thereof, 

4ny o f  the undersigned state officials 
may at  their djscretmn. r e l s e  to furnish 
inf txvat ion disclosed i n  the report of any 
investigation while such invrqtigation is 
stil l in  progress or during such t ime as 
i i t iydl ion is contemplated or  in process, 
if the olficial of the stdte rnaking the 
investigation d r r m s  t n thc best 
interests o f  his slate for such information 
to be w~thhe ld  pending determination of 
l it igation. 



i 2 .  Each of the undersigned state olficiais 
hereby ilXirms that he is  the proper off i- Alaska 
cia1 chargec with the admin:stration of Arkansas 
the income tan laws of hls s!ate. California 

Colorado 
Florida 
H d w i i  
Idaho 
Il l inois 

Signatory States 
Indiana Nebraska 
Kansas New Mexico 
Louisiana North Carolina 
Maine North Dakota 
Mch igan  Oregon 
M~nnesota Pennsylvania 
Missouri Utah 
Montana 



Appendix B 
Agreement o n  Exchange of Inforgation 
Sa les  and U s e  Tax (Updated A U ~ U S ~ ,  1986) 

In the interest of furthering the mutual 
interests of the undersigned states represented 
by the undersigned officials through benefits 
which can be derived f rom the exchange o f  
information among said states, each o f  said off i -  
cials does hereby enter into the lollowing Agree- 
ment for the exchange of ~nfarmatton with every 
other undersigned official. 

The undersigned hereby mutual ly agree to 
exchange information. to the ful l  extent  per^ 

mi l led by their respective laws, in  accordance 
with the terms and l imitat ions below 

1. For the purposes of the Agreement, sales 
tau includes general excise andlor gross 
feceipt taxes and means a tax imposed 
on  a sale or exchange o f  personal p r o r ~  
erty andlor services, as well as  on  gross 
receipts f rom trade 01 builness: and use 
tax means a tax othei than ad valorem 
tax, on  the pri~ri lege of storing. using or 
consuming personal property andbr 
services. 

2. This Agreement shall be applicable with 
respect to: 
a The inspection of sales and use tax 

returns of any taxpayer: and 
b The furnishing o f  an abstiact or the 

exchange o f  computer ~ n f o r ~ n a t t o n  
regarding the sales or use tax return 
of any taxpayer; and 

c. The furnishing of any information 
concernin~l any i te~ns contained in ariv 
sales or usr tax return of any tdxpayer: 
and 

d. The furnish~nq of any information d l s ~  
closed thy the report of an), investiga- 
t ion of the sdles or use tax return o f  
any tdxpayer. 

4. This Agreement is not l imi ted to a 
specific period o f  t ime or to returns, 
documents or information relating to any 
spec~f ic  years or periods: and i t  wi l l  be  
considered to be i n  effect unti l  revoked 
by one of the parties; however. the with- 
drawal of one party hereto shall not affect 
the Agreements among the remaining 
parties. 

5. Additions and changes, including defini- 
tions, in  the provisions of this Agree- 
ment, may be made by mutual consent 
of the propel officials of the undersigned 
states, and shall become an attachment 
to this Ag iee~ncnt  

6. No informat~on obtained pursuant to this 
Agreement shall he disclosed to any per- 
son not authorized to receive such infor- 
matioi l  by the laws of the undersigned 
state5 

i The n lorrndt ion obtained pursuant t o  
this Agreement shail be used only for the 
purpose of administration, and enforce- 
ment of the sales and use tax iaws of the 
~~n i le rs igned slates. 

8. This written Agreement shal! not become 
effective between any two states unti l  the 
authorized officials for both such states 
have stgnrd i t  in  the space provided 
below. 

9. This writti-n Agieement is not intended 
to rcboke or supersede any other similar 
agrernlent tlmt may have been pre- 
vlously entered into between any two or 
mare o f  the states represented below. 

I 0  The u n d e r s ~ g n ~ d  agree to in form each 
other o f  the current statutory provisions 
o f  theit respective states concerning the 

3 For purposes o f  this Agreement, ' tdx-  confidentiality of the material exchanged 
 aver' includes any i nd~ i i dua l .  corpor~ dnd the penalties for unlawful disclosure 
, , 
tion, partnership, o;ganizdtion, asso'cia~ thereof. 
tion, fiduciary, person or other entity. 11 Any of the undersigned state officials 
subject t o  payment or c n l l e c t i ~ ~ n  and may, at thc i i  discretion. refuse to furnish 
remittance of sales or use tar or required infurmaton d~ i r i osed  in the report ofany 
to fi le a sales or use tax return. 1nve5tgdtiun while such investigation is 



stil l in progress or during such t ime as 
l i t igation is  contemplated or in  process. 
i f  the official of the state mak ing  the 
investigation deems it in the best 
interests of his state for such information 
to be withheld pending final determina- 
t ion of l it igation. 

12. Each o f  the undersigned state officials 
hereby affirms that he is the proper olf i-  
cia1 charged with the administration o f  
the sales and use tax laws o f  hic  state^ 

This Agreement may be executed in counter- 
parts. a l l  of which taken together shall be  
deemed one orlginal Agreement. 

Arkansas 
California 
Colo-ado 
Georgia 
Idaho 
Indiana 
lows 
Kansas 
Louisiana 

Signatory States 
M a ~ n e  North Dakota 
Massachusetts Pennsylvania 
Michigan South Dakota 
Minnesota Tennesse~ 
Mississippi Texas 
Missouri Utah 
Montdna Washjng!on 
Nebraska Wyoming 
New Mexico 



Appendix C 
Multistate Tax Commission 
Trucking Regulation 
Adopted July 11, 1986 

At its 1986 Annual Meeting i n  Juiy, the MTC 
adopted special income apportionment  reg^ 
ulation for Truckina Com~an ies .  in  so do~na .  I \  

established a ~ e ~ u i d t i o n  Lh ich  i t  recommends 
that all states adoot The Requiation is the fourth 
of its type that the ~ o r n m y i s i o n  has adopted. 
The other three special industry regulations per- 
t a ~ n  to A i r l~nes .  Contractors and Raiiioads. 

The following is the text of the Trucking 
Regulation: 

Reg. I V i  8.(g). Special Rules: Trucking Companies 
The following special rules are established 

w ~ t h  respect to t r u c k ~ n g  companies: 
( I )  in Genera!. As used in this regulation. the 

term t r u c k i n g  company" means a motor  c o m ~  
n ion  carrier, a motor  contract carrier. or an 
express carrier which primari ly transports tan- 
gible perional property of others by motor vehi- 
cle ior compensation. Where a trucking com- 
pany has income f rom sources both within and 
u i t hou l  this state. the amount of business 
Income f rom sources wi th in this state shali be 
determined Dursuant to t h ~ i  reaulation. i n  such 
cases, the fiist step is to determine what  poi^ 

t ion of the trucking company's income consti- 
tutes ' business" income and what por t ion com 
slitutes 'nonbusiness" under Article IV.1 and 
Reaulation IV.1 thereunder Nonbusiness income " 
is directly aliocable to specific states pursuant 
to the provisions of i r t i c l e  IV.5 and .8, inclusive. 
Business income is apportioned among thc 
states in  which the business is c o n d ~ c t e d  and 
pursuant to the property, payroll, and sales 
apport lor imint  fdctorc set forth in  this regula- 
! ,on  The sum of i i )  the i tems of nonbusiness , , 
incoine directly allocated to this state pius (ii) 
the d m o ~ l n t  of bus~ness income attributable to 
:his state constitutes the amount o f  the  tax^ 
paher s pntirp net income which is subject to tax 
in  tms stdte. 
(2) Rmlncss diid Yoiibiisiness Jncome. For 

definitions, ruli.5, dnd examples for determin- 
ing business and nonbusiness income. see 
Regulation IV.1. 

(3) Appoilionrnenl of Business income 
(i) In General. The property factor 

shali be determined in accorddnce with Regula- 
t ion lV iO to .12, ~nclusive, the payroll factor in  
accordance with Regulation I V i 3  to 14, and the 
saies factor i n  accordance with Regulation IV.15 
to 1 7 ,  inclusive, except as modi f ied by this 
regulation. 

(i i) The Properly Factor 
A. Properly Lbluation. Owned 

property shail be valued at i ts  original cost and 
property rented f rom others, inciuding pur- 
chased transportation. shall be valued at eight 
(8) times the net annual rental rate i n  accor- 
dance with Art icle I V I I  and Reg~ la t i on  IV.11. To 
the extent that the taxpayer's records reflect a 
separate charge incurred for the use o f  pur- 
chased transportation attributable to the prop- 
erty so used, such separate charge shail be used 
in calculating the value of rented property. If 
such a charge is not separated f rom that attrib- 
utable to the compensation paid for the opera- 
tor o f  the purchased transportation, the total 
combined charge shail be reduced by 20% to 
determine that port ion of the charge a l t i ibut-  
able solely l o  the value of the rented property. 
i'lobile property other than purchased transpor- 
tation, which is owned by other trucking com- 
panies and temporarily used by the taxpayer in  
its business and for wh~ch  a per diem or mileage 
charge is made shall not be included in the 
property factor a i  rented property. Mobile prop. 
erty which is owned by the taxpayer and tem- 
porarily used by other trucking companies in  
their business and for which a per d iem of 
mileage charge is nldde by the taxpdyer shall 
be included i n  the property factor of the 
taxpayer. 

B. General Delmiimns. The failow- 
ing definitions are applicable to the numerator 
and denominator of the property factor, as well 
as other apportionment factor deicr ipt ioi ls: 

1 .  '4verage value" of property 
means the amount determined by averaging the 



d u e s  at the beginning and end of the incomr 
tax year, but the [insert here the title of the 
appropriate admirmtraliue agency] may require 
the dveragmg of monthly balues during the 
income year or  such averaging as is necessary 
to reflect properly the averace vaiur of the 
trucking company's properly. (See A:tlc\e IV12 
and Regulation IV.12.) 

2 "Mobile proper ty  means all 
motnr vehicles, iclcludinq trailers, e n g s ~ e d  
directly in the movement of tangible personal 
property. other than support vehicles used p r e ~  
dominantly i;i a local capacity. Mobile property 
h a l l  inclddr puichascd tratisportation. 

3. A "mobile property mil<' I S  

tile movement of a unit of mobile property 
aaii tance of onr mile whether loadcd or 
unlodded. 

4. ' 0 i g i r . a  cost '  i? deemed to 
bc the basis of the property for federal income 
tzx purposes (prior to any federal incomr tax 
adjustments, except for subsequent capitol ad& 
tiulns, improvements the~eto. or pditial disposi- 
!ions): or, if thc property has no such hasis, the 
valuario!~ u f  such prcpert) for Intcrslatr Com- 
merce Commission purpaxs. If the original cost 
o f  propcrty is unascertainahle under the h ie .  
yoing valuation standards, the property i~ 
included in the proprrty factor at i ts  fair market 
*ah+  ds of the date cf  acquisition by the tax- 
payer. (Regulation IV.ll.(a).l 

5. Piope-ty used during the 
coLrse of the income year' iitcludes propFrty 
which is a\nilablc: lor use in tne taxpayer's trade 
or business d u r i n ~  tne income y e a r .  

6. "Piiciiased transpcrtation" 
means the taxpaver s sse of a motor vehicle 
owned and operated by andher for the purpose 
of transportiqy tangible personal property ior 
which a charge whether based upon a per d.em. 
mileage. or other bass is ,ncurrpd 

i .  "Tenporaiily used'  means 
the x e  of any rnoblli- property owned by 
another for a uerlod not to excred atala l  31 30 
daya l ld r i rg  anv tncorne "ear 

8 TI e ' va lue '  of ovned real 
and tangible perronal property m e m s  its 
o r ic~na l  cost. (See Article IV I 1  a r d  Regulation 
IV 1; .(a).) 

9. The "value' of rented real 
and tdngible personal property means the pro. 
duct of eight@) timesthe net annual rental rate. 
(See Article IV.1 1 and Regulation IV.ll.(b).) 

C. Thc Denonmator and Numera. 
!or 01 thc Pmp.rriy Factor The denominator of 
the property factor shall be the dverage value 
of all the taxpavcr's real and tanoible ~ersona l  - .  
property awned or rented and uscd during the 
income year. The numc.atol uf the property fac. 
lor shall be the averaqe valur o f  the taxpaver's . , 
real and tangible- personal property owned or 
rentedand used in this itate during the income 
year. In the deterrrination of the wrnerator of 
[he prapprty factor. ali ploperty, except mobile 
property as drf.ned in this ieguiat!on, shall be 
i rx luded in the numerator of the property fac. 
tor inaccordorce with Article lViC and 12 inclu- 
sive. a n d  Requlat,on lV 10 and .12. inclus~ve. 

Mobi'e prcperty os deftnrd in this wgulation, 
which is located wlthir; and without this state 
during the mcome year shill! be lncluded i n  the 
numerator o i  th r  property factor in the ratio 
which i r ~ o b ~ l e  property miles in the state bear 
to the total mobile property miles. 

( i i i j  The Payroll Faclor The demonina- 
tor of the payid1 fact01 is the compensation 
paid everyvhere by tnr  taxpayer during the 
income year for the production of business 
Income. (See Aiticle I V I J  and 14 and Regula- 
t ion IV l3and  .14.)The nurncrotoroithe payroll 
factor is the total compensation paid in this state 
during the income year hy the taxpayer. With 
respect tc ali personnel, e i c p t  :hose perform- 
ins  ierviccs willtin and t t h o u !  this stale, corn- 
pensdtion paid to such employees shali be 
~ n c i u d ~ d  in thc nume~dtor as pro\idrd in Article 
1V13 and .14 and Regulation IV.13 dtld 14. 

Wlth respect to persomx performing wivices 
wtthin and without this state. compensdion 
?did to such emplovees shall be included in the 
numerator of the payroll factor in the ratio 
which their serwces perfmnred in this state bear 
to their services perforn.cd everjwhere based 
on mobile property milee. 

( ; r j  The Snirs (Rci'enuc) bartor 
A lri Cmcri .  All revenue derived 

f ium transaclions and activi:ics in the regular 
course of the taxpayer's trade o: business which 



produce business income shall be included i n  (5) DE Minimii~ herus Standard. Notwith. 

the denominator of the revenue factor. (See standing any provision contained herein, this 

Ai t ic le IV.l a n d  Regulation IV.1.) 

The numerator of the revenue factor is the 
totai revenue of the taxpayer i n  this state dur- 
ing  the income yezr. The totai state revenue of 
the taxpayer, other than revenue f rom hauling 
freight, mail, and exprrrs.  shall be attributable 

~qu ia t ' Lon  1~.18.(f) shall not apply to require the 
apportionment o f  income to this stale i f  the 
trucking company during the course of the 
income tax year neither: 

a. owns nor rents any real or personal 
property i n  this state. except m o b ~ l e  property: 
n,,, 

t o  this state i n  accordance with Articie IV.15 b. makes any pick-upsor deliveries within 
throuah . I7 and Reaulation lV.15 throuah 1 7  this state: nor * 4 

c. travels more than twentyfive thousand 
(4) Records. The taxpayer shall maintain the 

mobile property miler this state; provided 
records necessary to identify mobile property that the total mobile property miles traveled 
and to enumerate by state the mobile property within this state during the income tax year does 
miles traveled by such mobile property as those not exceed three percent of the total mobile 
tr im, are used in this regulation. Such records property miles traveled i n  all s t n t ~ s  by the truck- 
are subiect to review by (inserl here the Lille of ina comoanv durina that oeriod: nor . , 
Ihe appropriate adrninislratii,e agency) o r  its d. makes rno; than h e l v e  trips into this 
agents. state. 



Appendix D 
Multistate Tax Commission 
Recordkeeping Regulation 
Adopted July 11, 1986 

Sales and use tax records are increasingly 
maintained on computers, microfilm and rnicro- 
fiche. Questions have regularly arisen in recent 
years as to whether or not states ,#ill consider 
such .ecords to be acceptable for audit purposes 
and, if they will accept them, under what condi- 
tions they will d o  so. 

The MTC has taken action for the purpose of 
encouraging the states to accept such records 
and to specify their requirements with respect 
to them. The result is a new regulation which 
the MTC adcpted at i ts  1986 Annual Meeting. 
Commonly called "The Recordkeeping R ~ g u i a ~  
tion." i t  permits the taxpayer to eliminate the 
so-called "paper trail.'' which has generally been 
required in the pas1 This will enable the  tax^ 

payer to  lake advantage o f  modern recordkeep- 
ing techniques without having to maintain a 
spparate and additional set of printed rccords 
for audit purposes. 

The fo l lowng is the text of the Recordkeep- 
ing Regulation: 

Reg.VII.1. Recordk~cping Sale5 and Use T.u 
Trdilsdcrlmn 

(a) ln General. Every retailer [idler1 [uendorl 
beicon] doing business i n  this state or storing, 
using. or otherwise consum:ng in this state tan- 
gible personal property purchased f rom a 
retailer land c u e 4  l r s o i  dnd lessee 01 Janqble 
p ~ ~ n ~ r : d p r o p ~ , l y  lor  use in tLlis slalel shall keep 
complete anc adequate iecords as may be nec- 
essary for t h f  Executive Director [Drparinienll 
[Cnmmissior~cr\ (Cominiss~orlj \Boani] to  deter 
mine the amount of sales and use tax for the 
payment and collection o f  which such retailer 
Isrllcr] [~,endorl [perionj [and lessor arid Icssec] 
is liable under [cile releuant sales and use 1a.x sec. 
lion\. tinless the Executive Director lDcparlnicrii] 
[Comnissmncr] IComrnission] lBoaidl author- 
ires an alternative method of recordkeeping i n  
writing. thest  records shall show: 

( 1 )  Gross recepts f rom sales, or rental 
payments f rom leases, of tangible 

personal p r o p ~ r t y  ( inr luding any ser- 
*ices that are a part of the sale or 
lease) made in this state, irrespective 
o f  whpther the retailer [seller\ [~lendorl 
Iper.wn o r  lessor and lessee] regards 
the receipts to be taxable or nontaxable. 

(7) A l l  deductions allowed by law and 
claimed in f i l ing return. 

(3) Total purchase price of all tangible 
personal property purchased for sale 
or consumption [or/edse] in  this state. 

These records must include the normal books 
of account ordinarily mantoined by theaverage 
prudent businessman engaged in the activity in  
question, together with all bills, receipts. 
invoices, cash register tdpes, or other docu- 
ments of o r ig ina  entry supporting the entries 
in  the books o f  account together with all sched. 
ules or workiog papers used in connection with 
the preparation of tax returns. 

(b) Mr ro l i /m and ~Plrircilche Records. Records 
r r i q  be microf i lmed o r  microf~ched.  including 
general books of account. such as cash books, 
journals, voucher registers, ledgers and like 
documents. so lcng as such microf i lmed and 
microf iched records are a u t h e ~ t i c .  accessible, 
and readable. and the following requirements 
are tui ly satisfiec' 

( 1 )  Taxpayer agrees t o  provide transcrip- 
tions of anv in fo rmat~on concerning 
sales andlor use tax l iab. l i ty on 
microf i lm or microfiche which may 
be requ red for verifying said liability: 
and agree to provide appropriate facil- 
ities for preservation of the microf i lm 
or microfiche for the periods required 
and open to examination. 

(2) All microfilrned and microfiched data 
must be indpxrd, rross-referenced and 
labeled :o show beginning and ending 
numbers and to show beginning and 
ending alphabetical l ist ing of docu. 
ments included: and shall be  syslem- 
atically f i led to permi t  ready access. 



(3) Taxpayei n u s t  make available upon 
request of the Exe~ut ive D~rer tnr  
IDepnilrneil:j lCommiscinncr] ICuin- 
nitssi?rij [Soardl o readerlprmter in 
good working order at the enomind- 
tlon site fo- readtng, locat~ng and 
reproducing any record canccrmny 
sales andior use tax l iat i l i tv  maim 

tai led on  m i ~ i o f i l m  or mictofiche. 
(4)  Tdxpayer mu i t  set iortk. in w.iting tne 

prccedurcs gowrning th? establish. 
n i rnt  of i t s  microfilm or  n>;crcfrhe 
system and the individuals uho  arc 
,esponilble tcr rna;ntaining a r d  oper- 
ating the systein wlth appropriate 
oi~!l~crizat,on f rom the a o d l d  of 
Uirrctors gencial pdrtner(s), or nwne,. 
whichever is appiirahle. 

( 5 )  The microfilm or micio!iche sy5tem 
must be complete and must bc used 
consistently in the reyulerly con 
ductcd activity of tne business. 

(6) Taxpay?- must €stablih/l procedures 
a t h  appjupr~ate documentation so 
that the origina: docwnent can he 
fo!iowed through t h r  microfilm or 
mcrof ichr  rystem. 

(7) Ta%pavrr must establish intcrnal plu- 
cedurei l o r  microfiln, or ~ i c i o f i c h e  
inspection and quality aswtarcc .  

(8) Tdrpawr i s  iesponsilrle for !he rffec- 
l ive   den ti fir at on, processing 
storage. and prcserwtiun of micro. 
f i lm or nic,ofiche, making it rcadily 
a~al lable for as long as the contents 
may Decornt. material in the admin- 
istratjon nf any  state ieverue law. 

(9: Taxpayei rriust keep a record dcnt i -  
ivmg the pzrsora or business entities 
t5at produced the micro f~ lm or micro- 
fiche records 

( l0 )Wbcn displayed n n  a microfi lm or 
microfiche reader (vic,~,erl ur repro 
duced on paper. the m a t ~ r i a l  must 
rntiibjt a h ~ g h  degree of lcgibilily and 
~ s d a b i i  ty. For this purpose, iegibi i~ 
ity $5 def'ned as the qia l i ty  of a letter 
or nu-neral that enables the o b s r r ~ e r  
to idroti fy it pos i t i ~ r i y  and quickly Lo 

the exc lu i~on of a l l  othcr letters or  
n imeials Readdblllty is drf ined as 
thr quallty 31 a group of letters or 
nume-als being i e r o y n \ r a b i ~  as  xords 
or cuinplete nunhers. 

( I l j A i l  p r o c u c t i o ~  u f  micro f i lm or 
rniciaiiche and processing duplica- 
tjon, qpality control, atorage, i dmt i -  
fication. dild inspectinn thereof must 
neet  industry s ton lods as set forth 
b) the 4.11erican National Standards 
I n s t ~ t u l ~ .  National .Micrographics 
Associat ta~,  or National Bureau of 

system may bc used to p r o v ; d ~  t5e iecords 
reauired for the v ~ r i f r a t i o n  of tdx llabllity. 
Although ADP syiten-E wili vary from one tax- 
payei to a n o t k i ,  all such systems must include 
d method of producing legible and readable 
records which will provide the necessary infor- 
mation i o i  verify,ng such tax iiability. The 
following iequiiements apply to any taxpayer 
r h o  rnajntains any such <?cords on an ADP 
system 

( I )  RcccideJ i o i  Reconsl,mc!ibie Datd. 
ADP recoi ls  shall probide a n  oppor. 
t ~ n q  to trace any transartion back to 
ti!e ongira:  source or fo\ward to a 
iinal total. If drtdiied prinloilts arenot 
#wade c f  transactions at the k ine they 
arp processed, t l w  systems must have 
the abil i ty to reco ls t iuc l  these 
transactions 

(2 )Gr r i u i~ f  and .SiiSsidiary Duuks or 
Acrni,n!.  4 gerleral ledger, with 
source reference;. shall bc writter; out 
to rninciae with firldncial reports for 
ton rcport irq periods In canes where 
subsidiary ledgers ore used to support 
:he general ledger accounts, the 5ub- 
sidlary ledgers shall also be ,#Illten 
out periodically. 

(31 Sc,ppariicg Dorimienls a ~ d  Auoil Trail. 
The audit troil shdl  be desianed so . 
that the details underlying the sum- 
mar!, accoui-tiny ddla may br id en ti^ 
l ied drld madeavailable tothe C x e c ~ ~  



tive Director jDeparlmenl] [Cornnlis- 
s io rw l  [Corninissionl [Boafd] upon 
request. The system shall be so 
designed that supporting documents. 
such as  sales invoices, purchase 
invoices, credit memoranda, and like 
documents arc read~ly available. 

141 Program Docurnmfafton. A descrip. 
t ion of the ADP port ion of the 
acrounting system shall be made 
avai!able. The statemenis and llustra 
tions as to the scope of operations 
a h 4  be suff ic~entiy deta~led to indi 
cate: (A) the application being per 
formed: (0) the procedures employed 
i n  each application (which, 10. exam- 
ple, might be supported by flow 
charts, block diagramsor o the r  satis- 
factory description of the input or out- 
put procedures); and (C) the controls 
used to Insure accurate dnd ir l iable 
precessing. Important changes, to. 
gether with their effective date,, shall 
be noted in order to preserve an accL- 
rate chronologicai record. 

(5) Dn!a Stomgc Media. Adequate record 
retention facilities shall be arailabl? 
for storing tapes and printouts as we1 

as ail supporting documents as may 
be requjied by law. 

(d) Records retcniiori. Al l  r e c o d s  pertaining 
to transactions inbolving salesor use tax liability 
shall h? preserved for a period o f  not less than 
1 I years. 

(e) Exarn~naiioti ol reiirds. ,411 of the foregoing 
re~o rds  shali be made available fur rnarnination 
on  request by the E r e c u t i ~ e  Director [Depar!. 
menil  lCorrl iniwoiicr j  lCornn~issionl [Board] or 
his IITS] authorized r~prestntat ives.  

( f )  hiliirc. o l  the 1d.vpayei l o  rnainldin and 
discluw iu i , :p lc lc  and  ildequitfc ircoids. Upon 
failure by the taxpayer, without reasonable 
cause, to substantially comply with the require- 
ments of t h ~ s  regulation. ti le Est.cutf\e U i r e r ~  
tor jDi-pdrlrnerii] ICommiisionef lCorninission] 
(Roardl shal: 

( I )  Impose and not abate or reduce ;n 
a rnoun f  an" penalty as n a y  be 
authorized by law. 

( 2 )  Enter su;h other order which would 
be necessary to obiair? coi?~yl iance 
u i t h  this regulation in the future by 
any tdxpaver found not be in substan- 
tial compliance with t k  requirements 
of this regulation. 



Appendix E 
Multistate Tax Commission 
Statement of Practices 
Under Public Law 86-272 
Adopted July 11, 1986 

Taxpayers and states alike have long suffered 
uncertainty as to when a taxpayer is subject to 
the jurisdiction o f  a state w:thin the strictures 
of Public Law 86-272. While the law orohibits 
a stale f rom applying i ts  corporate income tax 
to a taxpayer who has m i n ~ m a l  contacts wlth the 
state. i i a i so  establishes a standard by which a 
state from which a sale is made may determine 
whether the "throwback rule" applies. Any varla- 
t ion in  the interpretation of that standard by 
either state can result i n  either overtaxation or 
undertaxation u,ith respect to the taxpayer 
involved. The MTC states decided to try to 
resolve the problem for a l l  concerned 

Toward that end. at the 1985 Annual Meeting. 
they adopted the following resolution: 

Resolution Regarding Practices of 
Multistate Tax Commission States 
under Public Law 86-272 

WHEREAS. it is in  the interest of effective tax 
administration for tax administrators f rom t ime 
to t ime to examine their practices as to their 
application of nexus standards to ou t~o fs ta te  
business orgsnizations with respect to va.ious 
state taxes; and 

WHEREAS, the information regarding such 
practices, i f  made generally available to tax 
administrators, may result in  increased unifor- 
m i ty  i n  the states' practices with regard to 
various nexus issues: and 

WfIERE,4S, the four primary goals of the 
Multistate Tax Compact are to (I) facilitate 
proper determination of state and locai tax 
liability of rnultistate taxpayers, including the 
equitable apportionment of tax bases and settle- 
ment  of apportionment disputes: ( 2 )  promote 
uniformity or compatibi l i ty in  significant com- 
ponents of tax systems: (3) facilitate taxpayer 
convenience and compliance i n  the f i l ing of tax 
returns and in other phases o f  la *  adminisIra- 
tion; and (4) avoid duplicative taxation; and 

NHEREAS. the state members o f  the Com- 
mission have ear l~er  reviewed their practices 
i i i t h  regard to the application of riexus atan- 
dards relating to sales and use taxation: and 

WHEREAS, the state members o f  the Com- 
mission now believe that it is i n  iltr k s t  interest 
o f  promoting the four primary goals of the Com- 
mission to describe generally their practices 
w ~ t h  regard to Public Law 8 6 ~ 2 7 2  and state 
income taxation: and 

WHEREAS, the a d o ~ t i o n  o f  a document con- 
tainrng such info imat /on describing the btdtes' 
practices under Public Law 8 6 2 7 2  is one 
method by which to make generally available 
such in fo rmat~on re lat~ng t o  thcse practices: 

ROW, THEREFORE. the Multistate Tax Com- 
mission hereby resolves that a document t o  be 
enti l led "Information Concerning Vractices of 
Multistate Tax Commission States Under Public 
Lai i  86-272" be pllblished by the tax adminis- 
trators o f  the Muitistate i a x  Comm~ssion states 
which impose a corporate income tax sett ing 
forth information concerning the practices of 
said stales i n  applying Public Law 8 6 2 7 2  t o  
various factual circumstances; and 

BE IT FURTHER RESOLVED, that any 
member s:ate, i f  i t  so desires, may accept, in 
whole or ir part, said document and maj, other- 
wise dissent from any statements contained 
therein, so that s a d  document shall best reflect 
the present practices of the states i n  applying 
Public Law 86272 :  and 

BE IT FURTHER RESOLVED, that said docu. 
ment be reviewed no  less than once every three 
vears by each of the signatory states t o  confirm 
that its statement of practice is accurate; and, 
i f  not. said state shall amend the document with 
reqard to any such inaccuracy, and 

BE IT FURTHER RES3LL'ED that 11 is the 
intent o f  this Resolution: (1)  that the contern. 
plated document is t o  be informational only 
concerning each state's practices in regard to 



Puhlir lLaw 86-272 and is not to w v e  as a basis 
upon which any person may rely az  to a nexus 
conclusion with respect toany particula- set o f  
factual circumstdncrs; and (2) that that person 
should inquire of the particular state for infur- 
mation as to that state's position concerning 
that specific sel o f  factual circumstances. 

RE I T  FURTHER RESOLVED. that the Unilor- 
m t y  Commi!tee of :he M u  tistateTax Cornmis~ 
sion place upon its agenda the issue o l  whether 
to promulydtr a uniform regulation in this 
reqard tc be prnpoied for adoption by t lrr  
member states. 

Dated this 21st day o f  June, 1985. 
Multistate Tax Comm~ssmn 

Since that time, the YTC has de\.eloped a n  
Iri lu~rr~dtic,n Statement a ~ m e d  at clarifyins state 
posit icni as  to what activitici do a r d  whdt ac tw 
ities do not result ir taxlnq juriidiction under 
Public Law 86-272 41 its 1986 Annual Meeting. 
the Commiss on  app<med a Resolut&on  adopt^ 
iny  a Statement of Information o n  the subject 
Flfteen of the MTCs sixteen member corDorate 
ir lwrne tax states signed the Statement; and the 
s i x t ~ ~ m h  appears to h e  likelv to apply the State- 
ment in practice. Several other i tatps h i l ie  
aliead) lndiceted a willingness to do so; and. 
?rior to the MTC'sact or,. Wisconsin had already 
enacted a statute which s u b s t a r ~ r ~ a i l ~ ~ e s l a b l s h c i  ~ ~ 

the practlcss st3 farti- in ! hcS ta te~~en t .  Follow- 
in" is the t c x t  ,ithe MTC Statement and of the 
Resolution adnpting it: 

Information Concerning Practices of 
Multistate Tax Commission States 
Under Public Law 86-272 

Pursuont to Resoiut~ori 1985~4 adopted by the 
Multistzte Tax Commission o n  June 21. 1985, 
a copy of which is at:ached hereto and incor- 
porated by leferencc herein. the tax administra- 
tors o f  the fnlinwino member states, bv t h e i ~  

Publlc Law 86 272 15 U SC 381 385 (here 
a'ter P L  86 272) restricts a state f rom m p o s  

Ing a net income tax on  income derived ul th in 
its b w  Jel b from irterstate mmmerce i f  the oniv 
business activity of the taxpayer within the state 
consists o f  the solicitation o f  orders for sale5 of 
tansible personal property. which orders are to 
be sent outside the state fur acceptance o r  iejec- 
l i o n  and. if accepted. are fi l led by ih lpmcnt  or 
delivery f rom a point outside th: state. Fo- the 
purpoea of this document the term "net 
income tax '  shall also include a fianciiise tax 
measured by net income. If any sales air made 
into a state which is precluded by P.L. 86-272 
from taxing the income of the seller. such sales 
remain subject to throwback to the appropriate 
state which does have jurisdiction t o  impose its 
net inrarnc tax upon the lnconle derived from 
those sales. 

It is the policy of the state signatories hereto 
tc imDose :heir net income tax, subiect t o  

policy o l  those states to construe the provisions 
o f  PL. 86-272 narrowly so as t o  apply that law 
to onlv those limited circurnslmces c l ea~ l v  and 
reasonably intended by Congress The  follow^ 
inq iniormation reflectsthesiqnatory states'cur- 
rent prociices with ~ega rd  t o l l )  whether a par- 
ticular factual circumstance i s  considered cithei 
immune or not immune from taxation by reason 
o f  P.L. 86-272: and (21 the jurisdictional stan- 
dards which w i l l  apply 10 salcs made in dtlollter 
signatory state for purposes of applying a throw- 
back rule ( i f  applicable) %i th respect to such 
sales. 

I 
Nature of Property Being Sold 

Only the sale of tangible personal property 
is afforded immunity under P.L. 86272 .  
Therefore the selling or providing o f  services, 
and the selling, leasing, ren t i iq ,  licensing or  
other disposilion of real &ale, personal prop- 
e r t i  intangibles or any o t l w  type of property 
are not im rnu le  from taxation by reason o f  P.L. 
86272.  The definit ion o f  tangible personal 
property f r j l  this pu-pose is that to be lound 
uncr r  eacn statps respectlre laws. 



I I 
Solicitation of Orders 

For the in~ i ta te  activity to be immune. i t  must 
be l imited solely to solicilation (except for that 
activity conducted by independent contractors 
described in Section I l l  below). If there is any 
other activity unreiated to solicitation, the 
immuni ty  shall be i os t  Examples of activities 
presently treated by the signatory states(unless 
otherwise stated asan exception or addition)as 
either non-immune or immune are as follows: 

A. Non-immune Activities: 

The following in-state activities wi l l  cause 
otherwise immune sales to lose their 
immuni ty-  

1 .  i l laking repairs or providing ma in te~  
nance. 

2. Collecting delinquent accounts. 
3 Investigating ciedit  worthiness. 
4. i ns ta l i a t i on  o r  superv is ion  o f  

installation. 
5. Conducting training courses. seminars 

or lectures. 
6. Providing engineering functions. 
7 .  Handling customer complaints. 
8. Approving or accepting orders. 
9. Repossessing property. 

10. Securing deposits on  sales. 
1 1 .  Picking up  or replacing damaged or 

returned property. 
12. H i r ing ,  t r a i n ~ n g .  or superv is ing  

personnel. 
13 Providing sh ipp~ng information and 

coordinating deliveries. 
14. Maintaining sample or dispiay room in 

excess o f  two weeks (14 days) during 
the tax year. 

15. Carrying samples for sale, exchange or 
distribution i n  any manner for con- 
sideration or other value. 

16. Owning, leasing. maintaining or other- 
wise using any of the following fac i l i~  
ties or property in-state: 
a. Repair shop. 
b. Parts department. 
c. Purchasing office. 
d. Empioyment office. 

e. Warehouse. 
f .  Meeting place for directors, officers, 

or emp!oyees. 
g. Stock o f  goods. 
h. Telephone answering service. 
i .  Mobile stores. i . e .  trucks with driver 

salesmen. 
j. Real property or fixtures of any 

kind. 
17. Consigning tangible personal property 

to any person, including an indepen- 
dent contractor. 

18. Maintaining. by either an in-state or an 
out ofstate resident employee, o f  an 
office or place o f  business ( in-home or 
otherwise). 

19. Conducting any activity in addit ion to 
those described i n  paragraph 11.8. 
below which is not an integral part of 
the solicitation of orders. 

B. Immune Activities: 

The iollowing instate activities wi l l  not  
cause the loss of immuni ty  for otherwise 
immune sales: 

1 .  Advertising campaigns incidental to 
missionary acti\,ities. 

2. Cdrrying sampler oniy for display or 
for distr ibut ion u ~ t h o u t  charge or 
other consideration. 

3. O w n i n g  o r  f u rn i sh ing  au tos  t o  
salesmen. 

4. Passing inquiries and complaints on  to 
home office. 

5. Incidental and mlnor advertising, i.e., 
notice in newspaper that a salesman 
wil l  be in  town at a certain time. 

6 Missionary sales activities. 
7. Checking o f  customers' inventories 

i for  re-order, but  n o t  for other  
purposes). 

8. Maintaining sample or display room 
for two weeks (14 davs) o r  less durina , . - 
the tax year. 

9. Sol ici t inq of sales bv  a n  in-state resi- 
dent employee of the taxpayer; pro. 
vided the employee maintains no  in- 
state sales office or place o f  business 
( in-home or otherwise). 



111 
Independent Contractors 

P.L. 86272 provides immuni ty  to certam in-  
state act~vit ies i f  conducted hy an independent 
contractor that would not be affordcd if pei fo im- 
ed by the taxpayer directly. lndependet>t con- 
tractors ma\ engagr in the foilowing licnlted ac- 
tivities i n  the Ftate without the taxpdyer's loss 
o f  irnmur.ity- 

1 .  So l i c t ing  salcs. 
2. Making salcs. 
3 Ma~nta in ing  a sales office. 

Sales reprcsenlatives who represent a single 
piincipai arc not conaidered l o  De indepencent 
contractors and ale subject to the same lirnila- 
t o n s  as e~l lulovees . , 

Mainterlance of  a stock of goods in  the state 
by the independent ccntractor ~ l nde r  consiqn~ 
m w t  or a n i  other type of arrangement with the 
principa: shall remove the immuni ty  

IV 
Miscellaneous Practices 

A lnte:<tat~ Cornmercc. 

C. Serbice vs. Sale 

Sales of servlces are not immune under 
PL. 86272.  If a sale consists of a mih tu r r  
d tdng ib l e  personal property and services. 
the im rnun ty  shall be lost. Examples o f  
such mixture are: 

I. Photographic development. 
2 Fabrjcation o f  customer's rnatcrials. 
3 installation of equipment. 
4. A rch i t ec tu ra l  a n d  engineering 

services, 

Resolution re Adoption of 
Statement of Information 
Under Public Law 86-272 

\&'HEREAS, since the adoption o f  Public Law 
86-272 by the United Statcs Conyess. sald iaw 
has hepn the subject o f  varied adrnln~strat ive 
and judicial interpretation, dr~d 

WHEREAS. in  the interes: o f  n l n> rn i? i ng  the 
need for such l i t igat ion dnd i n  order l o  provide 
the taxpayingccm~nuni ty  with a more uniform 
intermetation of Public Law 86-272 throuahout 
the k i a i  stalei, and 

- 
WHEREAS. the Muillstate Tax Commlsslon 

I he only activity in th? state must be in  
interstate commerw  If there is any other 
activity (except that described in l1.B. u i  
otherwise inc~dental  to  solicitatiun), then 
the i m - n u n t y  shall bc lost. 

RcqLtsitei are: 
1. Approval of the sales ,nus1 be made 

cutside the state (except for soles by 
~ndependent contiactors). 

2 Deliveries murr be made from a poi l i t  
outsid? the 5ta:e. 

B. Iworporated 

The imnw l i t y  afforded by YL. 86-272 does 
r o t  apply to anv corporation incorporated 
wtthii) ti le taxing state. 

rnewhcr btates have joint ly agreed to the inter- 
p re td iun  of  Public Law 86-272contained in  the 
document entitled " Informaton Concerning 
Pract~ces at the Multistate Tax Commission 
States Ll ider Public Lau 86272' '  (attachcd 
hereto) and d e e ~ .  i t  sound stale tax adm~nistra- 
l ion ooi\cb to ~ r o v i d e  1 h ~  information contained 

IhcMuit istatp 7nk Comnrissicn ;ewrnmenGs to 
t i  memhrr  stat?.. to w h c h  Public Law 86 272 
a?plles a s  w c l  a i  to t h o x  n ~ i l  r w m b e r  states 
intcrpited i n  doi7g so, t lmt they adopt and 
p h i s h  ;a:d docur re r~ t  50 that the taxpayinq 
comrnur i t )  may be betrer Informed as to the 
preaenl prachce, of the stdtrs regarding their 
app;rcatisri ui Public Law 86272  



Appendix F 
Update on Adoption of MTC Regulations 
(Survey-Updated August, 1986) 

NO No 
Pa ria 
No Ye5 
ho Pia 
NO NO 
I*,, Ye5 
plo NO 
NO NO 
Ye5 No 
Y O  NO 
Y O  NO 
No NO 
No NO 
Yri NO 
Y O  NO 
Y O  NO 
Yn NO 
NO No 



Appendix G 
Uniform Division of Income for 
Tax Purposes Act (UDITPA) States' 
(Revised August, 1986) 

Alabama2 Georg ia7 Maine New M e x ~ c o  S o u t h  Caro l ina  
A laskaJ Hawaiiq M a s s a c h u s e t ~ s ' ~  N o r t h  C a r o l ~ n a  Tennessee 
A r i zona  Idaho Minnesota3 N o r t h  Dako ta  Utah4 
Cal i fo rn ia  I l l ino is  Missour i " "  O k l a h o m a "  V i rg in ia  
Co lo rado4  Indiana" Montana"  Oregon  West V i rg in ia I6  
D is t r ic t  o f  Co lumb ia  Kansas Nebraska4"  Pennsylvania Wiscons in  
F lor ida6 Ken tucky9  New Hampsh i re ' "  

I .  Some stales have farmally adopted UDlTPA in full or in zubitantially complete form. Others haveadopted 
statutory prowsions in such a way as to accomplish subhtant$aiiy the same effect as formal adoption, e g . ,  
Oklahoma, West Vliginia and Wisconstn At  least one slate. Alabama, has accomplished the same result via 
regulation. 

2 A!dbama's corporate income lax stalute is vague on how the state is to dr t r rmine what portion of a 
rorpordtion's income is t o  be attributed to the state for tax purposes On September 6,  1957, the Alabama 
lry~slature enacted the Multistate Tax Compact, which includes UDITPA, subject to congressional enactment 
of  d Mult~state Tax  Compact consent bil l  0 1 1  September 12, 1967, the Alabama Department of Revenue pro-  
rnulgated reguiations whtch adopt the U31TP4 provisions as the basis upon whlch to detcrmine the amount 
of a corporation's incame which is attrbutahie to the state. 

3 Aldrka applies special formulas l o  taxpayers engaged in the transportation 01 oil or yas by plpeltne in Alaska 
andjor the production of o ~ l  or gas from a lease of  properly w th in  Alaska. 

4. This state adopted UDITPA by r n a c t n y  the Multistate Tax Compact. 
5 Colorado gi\es the taxpayer the option to use an  a l tc rnat~ ic  t u o  f zc l o i  sales and property lormula 
6 Florida t na i t cd  the ,Muitslate Tan Compact in 1969 When it ensclod its corporate income tax i n  1971. 

it dpleted U D I l P h  from its rtatutrs. Yet its corporate incomc lay SlJtutr is substantially in accord with UDIT- 
P 4  Fiorida qlbei  50% weight to the sales factor. 

7. G ~ o i g l a  i paj io i l  and ra le i  factors differ f rom thoic in U D l l P A  but only silghtly. 
8. Indiana r r taned UDITPA when i t  withdrew from thc C o n l p K l  
9 Kentucky g l w s  50% *weight to the sales factor far l d \  rears  which begin after July 31. 1985. 
10 Massachusetts is nc ludcd as a UDITPA stale becausc is closely follows the UDITPA apportionment for- 

mula ib\assachusetts adopted the three~factoi  formula in 1920, and UDITPA codified that formula in 1957. 
Hoaeier .  UDITPA adopted destinat~on (rather than source a s  used in ,Masiachu~etts) for i a i r i .  conditioned upon 
the seller's being subject to the taxiilg !uri,dict;on of the destination state In 1966. Massarhusetts changed 
to the destination bails, but subject l o  the current madificat>on that nonexus i a l r i  are iblarsachusetts sales 
f they are not sold by salesmen ba,ed 11, 6 third state Unlike (IDITPA, all tncomr includmg intangible income. 
8s nciudable i n  taxable net income wirh the exclu51on a1 dividends received from corporaltons. but not f rom 
corporate trusts as deftned in M G L C .  62. Sect I or from DiSCs whlch are not wholly auned DISCS, in  which 
the receiving corporation awns  15% or m a r e  of  the voting stock. Massachusetls g i i r s  5 0 1  weight to sales on  
a dest~nation oniy basis 

I 1  Mnnesot3 glues the tahpayer theopt ion tousean alternative threefactor formula whichgives70% weight 
to sales on a dcstinatlononly basis. 

1 2  Missouri gi iesthe taxpa;.ei thpopt ion of using an a l te rnat i~e singlefactor formula in u'hich 50% of sales 
are attributed on n deslinalion basis and 50% on an orlqin basis. 

13. Nebraska retamed UDlTPA after withdrawing from the Compact 
14 New Ha~npshlre s property factor differs somewhat from UDITPA 
15 Oklahoma attr~butes n r o m e  from oil. gas and lease operations on a "direct" basis. 
16. West Vrrginia ylves 50% ueight to the sales factor lor tax y e a r s  ending after July 1, 1985 

45 



Appendix H 
Multistate Tax Commission 
Compact Enactments 

Member States 
Alaska 
Arkansas 
California 
Colorado 
District o f  Columbia 
Florida 
Hawaii 
ldaho 
Il l inois 
lndiana 
Kansas 
M i c h ~ g a n  
Minnesota 
Missouri 
Montana 
Nebraska 
Nevada 
New Mexico 
North Dakota 
Oregon 
South Dakota 
Texas 
Utah 
Washington 
West Virginia 
Wyoming 

Associate 
Member States 
Alabama' 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Georgia 
Hawaii 
ldaho 
Indiana 
Louisiana 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Montana 

Effective Date 
July 1 .  1970 
January I .  1968 
January 1. 1976 
July 1. 1968 
Julv I. 1980 
~ u g u s t  4. 1967 
Mav 7. 1968 
~ ~ ; i l  10. 1968 
Auuust 4. 1967 
JUG I .  1971 
August 4,  1967 
July I .  1970 
July 1. 1982 
October 13. 1967 
July I ,  1969 
October 23. 1967 
August 4, 1967 
Auuust 4. 1967 
JU~; 1 ,  1969 
September 13. 1967 
~ u i y  1. 1976 
Auqust 4. 1967 
Ma; 13, 1969 
August 4. 1967 
July 1, 1980 
January 24, 1969 

Effect ive Date 
October 17. 1967 
June 7, 1968 
June 7, 1968 
October 17. 1967 
January 23, 1968 
January 23. 1968 
June 11 .  1971 
January 23. 1968 
October 17, 1967 
January 23. 1968 , . 
October 27, 1969 
July 27. 1970 
~ a n u a r y  23, 1968 
November 19, 1968 
Januarv 26. 1971 , , 

January 23. 1968 

Withdrawal Date 

June 30. 1976 

August 29, 1975 
June 30, 1977 

June 30, 1985 
June 30, 1981 

June 30. 1985 
May 27. 1977 

Withdrawal Date  

To Ful l  Member 

To Ful l  Member 
To Ful l  Member 
To Ful l  Member 

To Ful l  Member 
To Ful l  Member 
To Ful l  Member 

To Ful l  Member 
To Ful l  Member 
To Ful l  Member 



Associate 
Member States 
(continued) 

New Jersey 
New York 
North Dakota 
Onio 
Oklahoma 
Pennsylvania 
Soutll Dakota 
Tennessee 
Utah 
Virginia 
West Virginia 
Wyoming 

Effect ive Date 

October 14. 1970 
October 27, 1969 
January 23, 1968 
June 11. 1971 
June 2 5 ,  1964 
January 23. 1968 
Octaber 27, 1969 
June 20, 1969 
Jaluary 23, 1968 
October 27, 1969 
J u n e  7. 1968 
October 17, 1967 

Withdrawal Date 

March 9. 1971 
To Full  Member 

March 1. 1977 

To Full Membcr 

To Full  Member 
FY 75176 
To Full Vernber 
To Full  Yember 

'Coizlp~rl  enacted in Alabama bul no1 e i l ec t iw  unlesi nnd urltil r'lr US Canprpsr ~ n a c l s  legasla 
Lion ,pccif,cilll, gi"'"g , t i  con i rn r  fu, Il e states ic en'er " t o  this Cornvnc, 



AUDIT 

MTC EXPENSES 
19851 1986 

ADMINISTRATION (14.2%) 

LEGAL (17.9%) 

5x1 

LEGISLATIVE (5.3%) 



I" o u r  o p r r r a n ,  Lhe i , r . ,nc:al  i t a t c m l i n t s  rr..r:.i :r> Above y r e o e n c  fairly the 
tlninrla. p 0 5 i t r o a  i i i  M u L t l i l d t e  T d X  C L ? n : i r r r l .  1 T  . i , i l : ?  3 0 .  1 3 8 6  and 1985, and 
t h e  res , , :r -  "F r r r  .,,>,irarrnns. c i l : , q < . s  l h  i;xrd i . 1 l i l t . l : .  ,drld Y h a l i j r i  in rrnan- 
c:&l p o e ~ l ~ o n  fo r  rh" y p a r s  tnen ended i n  c n ' o r ? i : ' /  r ~ r h  lq , :nrral ly  a:ceptei 

r r r r uun r l i , l ~  pr,nc,picr .plied on a con,. irenc îs,:. 

September 19.  1186 



Appendix I 
Multistate Tax Commission 
Balance Sheet 

TOTAL CURRENT ASSETS ............................. 5 5 2 1 . 7 5 9  

PROPERTY i l l U  B'JULPXENT - Sate 3 
o f t l c r  r , , c n l b u r e  and eqvlpnenr  3 7 , J l l  215 ,491  
L e a s e n a i d  1rpr3ucnencs 2 . 2 3 1  2 ,  2 1 5  

1-1.1.2i i!  2 1 7 . 7 2 6  
Less: j i c lmu !a rec  d e p r c c ~ a r ~ a n  and a n o r : r z i c i r r i  I JO.C?I 9 1 , 2 8 6  -- 



19% 1985  
COPilRlT : IADILITIE:  

hccoults payabl?  S I ,  S 1 1 . 1 1 7  
Rccrved v a c a t ~ a : >  p a y  80,866 8 1 , 4 9 9  
P a y c a l l  tare? pay7ole l4.41S 1 2 . 7 7 8  

... m f e r r p d  a s s c s s n ~ n t r  *nrl a u i l r  r n m b u r i ~ m m z s  5.656  
E u r r r > . ~  p o r c l o n  o t  ?on?- tern  < len t  1 0 , 6 2 1  9 . 0 1 3  - 

i r e  acccnpanyrn l l  cnr l?3  to ' ~ n d n ' l a l  ;cat'a*n's. 
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TOTAL REVENGE ................................. 
EXPENSES 

Accounting 
9ondz ,and i n s l l r a n c e  
C a n f e r r n c l i  

................................ TOT% E X P E N S E S  

Extraordinary item - G n l n  on c e r n r n a r l o n  or 
pensLon p l a n - - N a t e  2  

... EXCESS (DEFICIENCY) O F  REVENUE OVER E X P E N S E S . . . . . .  

5 ) .  I 2 0  4\.900 
,>b:iil 7 5 , 0 1 7  

l , ' > > i  2.510 !. ,d,P 7 . 6 1 ,  

1 2 .  ,I: 1 1 . 8 9 2  
: ? , > , a ,  1 1 .159  
'J'?, J L 2  1 4 1 . 0 4 6  
1.771 10.411  

1 7 , 1 2 1  2 1 . 5 5 9  
I 2 . d C i  9 . 1 8 8  
98.137 8 2 , 8 2 1  
10.565 5 . 9 5 3  

1 . 0 7 U . 0 3 2  9 3 5 , 6 7 8  
2 7 , 8 3 4  21 .464  

1 3 . 0 7 2  6 1 . 3 7 8  
1 , 1 9 5  I .  236 

1 . 7 3 1  , 8 8 3  1 , 5 9 7 , 0 8 0  

see accompanylnq n o t e 7  to f l n a n c l r l  ELarenen.s. 
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EXCESS OF REVENUES OVEQ 
E > P E N i E S . . . .  .................... Lqli -- 

s e e  a:coapany:nq notes  to f m a n c r a l  srarsmPntn. 
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UnaipCOp""T'r3 P.."C XPP'OpC'rlCd F",,il 

~ n l r n c e  ealance 
I?Hh I llli 13% 1 9 8 1  ---- 

~ : I D  e l i ~ i ? ~ c i - - ~ e g ~ n n ~ n q  of year ......... i i 2 i . , m >  1572.034 5 18.001 ; 1 ? . 0 8 8  



operatlons 

Proceeds fro. issuance of 10nq-tern d e b t  
C F c r e l s e  in expen ,E  rci:ou,\r advarcea  
Proceeds from s a l .  of prcperry and rqurpnenr  
Decrease i n  prepard penslo" costs 

...................................... TOT& P K V V I U E i l  

W O W I N G  CAPITEL S P L I E D  TO: 
Purchr5r of property dnd equ.pmenr 

I~~~~~~~ m expenre  accaunc advances 

Increase in deposlrs 
papent  reclaisificrt~on of long-turn ,&ht 

T W > L  WPLILO ....................................... 
.................... IPICRE4SE 1OECPFi5il :N ' ,<OWING CAPITXL 

CHANGES I N  WCMIIIC CkPIT9.L COWONENTS 
Increase ( d e c r e a s e )  i n  c u r r e n t  a s s e t s :  

C a s h  
Rccounrs receivable--members 
A c C 9 U " Z s  recelrab.--othec 
x c r u e d  Interest r e c e i v a b l e  
P e c e i v a b l e  f r o n  termination of pensron plan 

orcrease ( r n c r e a s e l  i n  current l l a b l ? l - . l r i :  
& c c a u n t s  p a y a b l e  
~ c c r n r d  v a c a t l c n  pay 
Payrcl: tares i a y a h l ~  

D e t e r r e d  r s s e s i n r n t s  and a u d i t  reimbursements 
c u r r e n t  parclan O F  lonq-term d e b t  



VCTES TO FINANCIXL STATEMENTS 
June 31. 1986 

p r o p e r t y  and E a u l a n c n r  

NOTE 2 - PENSION PLIW 

me C o r n r n ~ i i l a n  had a deflned b r n e f r !  pensIan plxn roverlnq r u b s t a n -  
rxall j i  al: o f  its employees. =he total Pension expense for the yeais 
ended June 10. 1986 and 1985 was 540.221 a n d  i 1 4 5 . 3 4 6 ,  respectively. 
The Camn~ssron's pol;cy is Lo Lund pnn i l nn  c a , i s  is i c c m e d .  Ef- 
i e c t ~ v e  June 30, 1986. the C a n m l s s l n n  rermrnared the d e f l n e b  benefit 
pen5ran p l a n  and adopted a defined conrrraur,-,n plan to be funded at a 
rate of twelve percent of e a c h  " F s r e d  ind,vriual's a n n u a l  salary. The 
acruarral value  of t h e  pian's aisets as of ~ u n a  l o ,  1986 was 
$1,215,696, vhlch exceeded file 1-p sun beneflrs payable of 5936,113 
by $299,523. Because S b P . C 9 I I  had prevlausiy been recognized as a pre- 
p l d  penslon c a r t ,  t h e  rxtrrnrdrnary qaln an the r r r n l n r t i a n  of the 
defined benefic p e n l l u n  p l a n  i a s  5 2 3 0 . 4 2 1 .  The entire amount of Che 
o v e r p a w e n t  vlll he re f i inded to the Cornmrnsron.  



NOTES T9 F I B A N C I ? d  SThTECIENTS 1Cantlnuedl 

June 10, 1986 

NOTE 1 - NCTT Y4YhBLE -- 
:Inze p a y a b l e  a t  June 10. 1986  .*as a s  i r l i ; i s  

p a y a b l e  i n  monthly l n s t a l h e n r e  of 
$1.117.41. lnc l l ld lnq 1zirres:. w i t 5  

final payment d u e  J u l y ,  l q 9 C .  ,0.6:1 S 38 ,55b  $ 49.380 

The Conmlsnran i - n r r  : t c  p r : - * r y  n f f r ~ l .  ircllltles i n  B O U l i P r ,  C a l o r a d a .  
orhcc oic,ce Lac;.ll:es i n  :i.r fork a i r ,  i l l i n " > .  tunlier iraae agree- 

ment; " l t h  t e r n s  a x p r r z r . >  on v a r l u i  : j r t c z  throul? SepL-mber 30, 1991. 
l eases  s r a v l d e  f o r  t h c  :u::- -v~ri  i r n r n u m  a n n u a l  r r n r r l i  exclusive 

"til~t,. Charles and ce:ta:> r s c a : r r > i n  

June 10, 1 1 9 1  ,:'?, ?>,: 

S u b s a a u c n t  y e a r s  1 2 . 1 1 1  -- 
TOTDL ............................... 5 3 9 1 . 1 1 8  -- 

The I ~ a r e s  ; n c l u ? r  c e r c a z n  rscala ' . l r? .  r n a r l e "  l iesed on var ,ous  Factors 
r , , c l "d ,n~ ,  wage index, u r i l l r y ,  a p e r , , i , n q  and p r o p e r t y  t a x  increases 
t r a m  a b ~ s e  year. m n r  c x g - n - r  f a r  t h e  year cndri i  m n e  30. 1986 and 

1385 was $98..l?i and $11.827. rcspPct1 '2e ly .  






