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

The purpose of the Multistate Tax Commission is to bring even further
uniformity and compatibility to the tax laws of the various states of
this nation and their political subdivisions insofar as thase laws affect
multistate business, to give both business and the states a single place
to which to take their tax problems, to study and make recommenda-
tions on a continuing basis with respect to all taxes affecting muitistate
businesses, to promote the adoption of statutes and rules establishing
uniformity, and to assist in protecting the fiscal and political integrity
of the states under the federal Constitution.

{ respectfully submit to you the Nineteenth Annual Repcrt of the
Multistate Tax Commission. This report covers the Commission’s
activities for the fiscal year beginning July 1. 1985 and ending June 30,
1986. It includes a report an receipts. expenditures and operations for
that peried from Rhode, Scripter and Associates, Certified Public
Accounts in Boulder, Colorado.
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The Multistate Tax Commission:

An Introduction and Overview

The Multistate Tax Commission is an organi-
zation of states created for the purpose of bring-
ing some order to the state taxation of multi-
state businesses. Recognizing both the confu-
sion to taxpayers and the dangers of federal
preemption created by the then-current plethora
of state taws and practices, the Multistate Tax
Compact was developed in 1966 as a means by
which to develop alternative approaches. Acti-
vated in 1967, the Commission has nineteen
memnbers, including the District of Columbta:
anocther ten states have been granted associate
membership at their request.

The purposes of the Commissicn are stated
in the Compact: to facilitate proper determina-
tion of state and local tax liability of multistate
taxpayers, to promote uniformity or compatibil-
ity of tax systems, to facilitate taxpayer conve-
nience and compiiance, and to aveid duplicative
taxation. The Commission acts as a resource to
those ends through research and publication,
seminars, litigation, and conduct of a jeint audit
program, and representation of member state
interests in Washington, D.C.

States join the Commission by enacting the
Multistate Tax Compact, which incorporates the
Uniform Division of 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.
All business income is apportioned according
to a formula which takes into account the in
state payroll. property, and sales of a corpora-
tion 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 appertioned to that state for
tax purposes. Mon-business income (such as that
from passive investments) is allocated to the
state where the corporate domicile is located.
This simple approach (though occasionally
complex in application) was designed by the
MNational Conference of Commissioners on
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 Cornpact
glso includes a uniform credit provision to pre-
vent a transaction from heing taxed twice.

When a state joins the Commission, the direc-
tor of its tax agency becomes that state's
representative on the Commission. The full
Commission meets annually, normally in July
of each year; between meetings, the Commis-
sion's affairs are supervised by an Executive
Committee consisting of 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 of the Commission
are carried cut by a staff headed by the
Executive Director. The administrative and legal
staffs are located at the headquarters office in
Boulder, Colorade; the Commission also main-
tains audit offices in Chicage, Houston, and
New York City, and has a representative in
Washington, DC. Commission operations are
funded by administrative dues {apportioned
according o tax revenues) and audit fees from
the member states.

The Joint Audit Program

The Commission differs from other interstate
and tax organizations in that it serves as an
operating arm of member states through the
joint audit program. Member states pool their
resources to select candidates for corporate
income. sales and use, franchise and gross
receipts tax audits. The MTC audit steff carries
out these audits just as though they were part
of a state’s own audit staff, forwarding their find-
ings and recommendations to the member
states for assessment and collection at the com-
pletion of 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,
it relieves the taxpayer of the burden of multiple
audits. The MTC provides businesses with a
forum through which to seek resolution of
inconsistencies in the state tax rules which
become apparent during a joint audit.

Aside from its economies aof scale and its
financial benefits—in fiscal 1985-86 the
member states received approximately $17 in
suggested tax assessments for each dollar
invested in the program—the audit program
serves the Commission’s geals in other ways as

3



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 appeinted in the MNew York
office, the audit planning process was extended
toc cover an additional year into the future, and
the staff significantly expanded the role that
computers play in the audit process, While pro-
posed assessments were not as great as the
record sel last year, they were more than
satisfactory and the number of cases closed was
comparable to the levels achieved in prigr 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 allows selection of audit candidates twenty-
four months in advance. In the year just com-
pleted, for example, the Commission develeped
a plan which assigns cases by auditor through
the entire 1986-87 fiscal year, and developed a
list of candidates which will be audited during
the 1987-88 fiscal year The new process,
developed through the guidance of the Audit
Committee, should make it easier for member
states and the MTC staff to plan around each
other and ensure that the MTC program
becomes a fully integrated supplement tc each
state’s own audit activities. As the Cammission
begins to extend the plan to the 1988-89 fiscal
year and beyond. it expects to refine the selec-
tion process further.

Like many states, the Commission has grad-
ually expanded the use of microcomputers in
the audit pracess. Staff members have designed
templates for spreadsheet programs which now
allow the production of almost all schedules on
the computer. While computerization is valuable
for most audit programs because it simplifies
routine calculation and recaiculation, it is even
more valuable for the joint audit program
because of the number and variety of schedules
invelved. Changing one number in the denom-
inator of one factor on an income tax audit can
result in the recalculation of dozens of

schedules; computerizing this process makes it
possible to reduce the amount of time devoted
to routine work and increase the time available
for analytical and investigative activity. Com-
puterization also makes possible quick esti-
mates of tax effects in order to determine
whether a possible change is material, and
allows early production of estimated assess-
ments. The Commission has purchased micro-
computers for all of its offices; over the next few
years, it anticipates gradual expansion until
each auditor would be provided with a laptop
portable computer to use in 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
adequate 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 while development of programs by
auditors, rather than outside consultants, is the
rule. Indeed, the Commission will need to con-
tinue pregress in this area merety to keep pace
with its member states.

The Joint Audit Program continues to provide
respectabie performance. This year Commission
auditors closed fourteen income and nine sales
tax cases, for total proposed assessments of
nearly $14 million; additional revenues to
member states from multiyear settlements
negotiated by MTC staff amounted to slightly
rmore than $3 million. The audit program thus
generated slightly over $17 million in benefits
1o member states at a cost of sornewhat maore
than a million dollars, for a benefit to cost ratio
of nearly 17 to 1. While this does not compare
with the 33 to 1 ratio of last year, it is quite
respectable. and the Cornmission can point with
pride to an average benefiticost ratio of nearly
20 to 1 over the past four years.

On an experimental basis, the Cammission
appraved limited use of contract auditing. Audit
services could be offered to either a political
subdivision of a member state (as contemplated
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in the Compact) or could be provided for a
limited time to a non-member state in order to
give them a first-hand opportunity to observe
the audit program. Though the Commission
does not anticipate widespread use of this latter
provision, it hopes to encourage potential
members to consider the adoption of contract
auditing as a preliminary step toward member-
ship. The Commission has not yet signed any
contracts for provision of audit services, though
it did respond to a request for proposals o pro-
vide audit services to a large political subdivi-
sion of a member state.

MTC Joint Audit Program
Production and Cests, 1982-1986
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Legal Assistance and Litigation

It is now three years since the Commission
has been directly involved in litigation; this has
allowed the legal staff to locus its attention on
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 cf the audit and uniformity
committees, and engaging in larger research
projects. Additionally, the Commission has filed
amicus curiae briefs in the Supreme Courts of
Colarado and Oregon.

In the Colorado case, Hewlett-Packard Co. o.
State of Colorado, B5 SA 340, the taxpayer
insists that the state, in performing worldwide
combination, can apply the worldwide apper-
tionment ratio to only that income reported by
the taxpayer to the federal government because

Colorado piggybacks on federal taxable income.
The MTC brief argued against that position. The
case is still pending.

In the Oregan case, Allantic Richfield Com-
pany u. Department of Revenue, SC 30995, the
Court issued a ruting on April 1, 1986, that in-
tangible drilling and development costs (IDCs)
incurred in drilling gas and oil welis should not
be excluded from the property factor of the
apportionment formula in attributing the
income of an oil cornpany. In doing so, the Court
expressed its intention and desire to further the
cause of uniformity. The Department of Revenue
then filed a petition for reconsideration in which
it maintained that the decision did not move the
state in the direction of uniformity. The Court
granted the petition and then asked the Com-.
mission to file an amicus brief, setting forth the
practice of the other states in regard to 1DC's,
The Commission staff surveyed the states, found
a brocad movement away from exclusion, and
reported its findings te the Court in its brief. On
July 1, the Court affirmed its original decision.

In additien to perfaorming normal staff work
for committees and responding to day-to-day
inquiries and requests for advice, the legal staff
undertook several major projects. Assisted by
Tom Vosburg, who joined the staff in January
as a research associate, Alan Friedman, Deputy
General Counsel undertook a survey of states
and taxpayers to determine problem areas in the
application of UDITPA. The thirtieth anniversary
of its drafting is fast approaching. Some
cobservers have suggested tbhat it may be time
ta think about revising the model act to broaden
its application beyond mercantile and manufac-
turing activities in order ta reflect changes in
the economy. The survey constitutes an attempt
to determine which parts of UDITPA seem to
work satisfactorily and which parts generate
implementation problems for both taxpayers
and administrators. Final results are still being
compiled; but preliminary results and sugges-
tions for improvement of UDITPA were pre.
sented at the annual meetings of both the Com-
mission and the National Association of Tax
Administrators. At least preliminarily, Commis-
sion staff members have suggested that there
should be some forum of tax administrators and
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taxpayers which meets on a reqular 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, it necd not be
the only choice.

Another major area of activity has been addi-
tional research and recommendations on the
taxaticn of banks and financial institutions.
Assistant General Counsel Sandra McCray has
surveyed and studied current state practices and
then developed proposed model regulations for
the allocation and apporttonment of income
from financial institutions. The results of the
survey have been published as a handbock,
State Taxation of Baniws and Financial Institutions:
Results of Recent Surveys. In general, the
research appears to suqgqgest that tax laws have
not treated banks inthe same manner as other
corporations. With deregulation of banking and
the rapid growth of interstate banking, Commis-
sion staff members suggest that the states need
to give serious thought to revising their laws and
regulations to taxe into account these changed
circumstances. A preliminary draft of proposed
regulations was reviewed at the MTC Annual
Meeting. A later draft should be availabie for
public comment by the time this report Is
published. Additionally, some of the research
dealing with state jurisdiction to tax financial
institutions will be published in Januasy as a law
review article authored by Ms. McCray.

The legal staff also continue to edit and write
the bulk of the mate:ial which appears in the
MTC Review, now published quarterly. In addi-
tion to continued updating of the audit manuals,
the staff has produced an updated and revised
Corporate Tax Handbook, an outline and com-
pilation of cases and matertals farmerly known
as the Unitary Handbook. The Handbook is a
useful reference guide to the major issues
involved in determining the parameters of a
unitary business and in the apportioning of
income; it also includes brief summaries of
almaost all major cases in the area.

The legal staff has also been extensively
involved in the development of a model reguta-
tion for the trucking industry, a sales and use

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

Major Policy Issues and State
Responses

Income Tax

In discussing the issues surrounding state use
of worldwide cembination last year, this report
noted the disparity between state movement to
water's edge combination, on the one hand, and
federal inactivity regarding the assistance
agreed to in the Working Group report on the
cther: 7 . .the willingness of states to act has
not been matchad by an equal commitment on
the part of the federal government:” unfor-
tunately. that statement remains even more true
this year. Since the publication of the Working
Group repart, Colorade, Florida, ldaho, Massa-
chusetts, Nebraska, Mew Hampshire, Qregon,
and Utab have all receded from the use of world-
wide combination, with most moving to domes-
tic cembination. The California Legislature has
passed water's edgc combination, and the
Governor has signed it into law. Montana is
studying revisior of their use of worldwide com-
bination. and an interim committee has recom-
mended waler’'s edge legislation in North
Dakota. Only Alaske appears likely to refrain
from action in this area.

This remarkable upsurge of activity, largely
the resuit of valuntary compliance with the
goals and spirit of the Working Group, was
unfortunately not matched by an equivalent
level of action on the part of the federal govern-
ment. Instead, of the major assistance goals of
the federal government, cnly one—IRS training
in international issues for state personnel—has
materialized. While the IRS did ask for some
increases in funding for international 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 finally introduced was made part of
5.1974, a bill by Senator Wilson (R-Calif) which

9



would prohibit state use of worldwide combina-
tion, would exclude some domestic corpora-
tions from the water’s edge and would restrict
state taxation of dividends. This hill. introduced
with Administration support, clearly violates the
letter and spirit of the Working Group report
and the entire effort behind it

Fortunately for state interests, Congress has
wisely refrained from acting on the Wilson bill
thus far. While there were attempts made to
attach it as an amendment to the tax reform act,
these failed thanks to strong appesition from
the states, especiaily Montana, through its
Senators; the Washington, DC. representative of
the Commission was also a great help in suc-
cessfully opposing this pley. A hearing on the
bill in the Senate Finance Subcommittee on
Taxation and Debt Management has been
scheduled for September 29; althcugh this

Combination States

Worldwide Domestic
Alaska Arizona
Montanha Californiz (effective 1/1:88)*

North Dakota  Colorado

ldaha (effective 171788 or 11
ot year in which spread-
sheet {egislation is effec
tive, whichever is earlier)

linois

Kansas

Kentucky

Maine

Minnesota

Nebraska

Mew Hampshire

MNew Mexico (taxpayer's
option)

New York

Oklahcma

Oregon

{Jtah

West Virginia (taxpayer's
option)

*Note: In California the law adds a water's edge

election. but worldwide combination is still

available and its use is encouraged

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

The introduction of the bill and the persis-
tence of its advocates are testimony to the con-
tinued importuning of the Administration by
foreign governments, notably the British and
Japanese. The states shouid be prepared for
continuing pressure in this area next Condres-
sional session. Some members of the Adminis-
tration apparently are more concerned about
these pressures than about their ciaimed com-
mitment to federalism and fostering state
autonomy.

Saies Tax

Reversing or limiting the effect of the Bellas
Hess holding remains a major policy objective
of the Commission, as it is of most state govern-
ment groups. After having performed a major
study. the (1.5, Advisory Commission on [nter-
governmental Relaticns endorsed corrective
federal legislation as the most equitable solu-
tion to the problem. A committee appointed by
the NATA drafted proposed legislation, which
was largely incorporated into H.R. 5021 that was
introduced this spring by Representative Jack
Brooks (DTexas). The MTC supports Congres-
sional resolution of this problem. MTC Chair-
man John LaFaver has appointed a committee
chaired by Harley Duncan, Kansas Secretary of
Revenue and outgoing Commission Chairman,
to work with a similar NATA committee to
develop strategies aimed at enactment of the
Bill into law.

In a complementary effort, the Commission
has also undertaken a Mational Bellas Hess pro-
ject to promote increased collection and remit-
tance of state sales and use taxes. Building on
its success in getting two large mail-order
retailers to sign agreements to ceilect and remit
sales and use tax, the Commission has drafted
agreements for voluntary compliance on the
part of other retailers, and has circulated these
agreements through the Direct Marketing Asso-
ciation. the Committee on State Taxation, and
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some public accounting firms. At least one
retailer has already agreed to sign such a con-
tract, and several others have expressed interest
in doing so.

Efforts at voluntary corpliance will continue
through December, when the focus will shift to
targeted audits. it 15 not unlikely that one cr
more of these audits will result in litigation in
which the states will seek to overtuin National
Bellas Hess andior to obtain confirmation of the
constitutionality of their right to require use tax
collection by mail arder sellers wham MNatiwonal
Bellas Hess currently appears to shield frem that
requirement. The Commission views such an
effort as complementary to attempts to enact
federal legislation. Successful litigation would
offer a fallback position should fedeta! leyisla-
tion rot be enacted.

The National Bellas Hess Project is funded by
participating states: to date 27 states have
agreed to participate i the project. All 16
member states of the Commission with sales
taxes have agreed to join, as have 11 non-
member states. The Commission has been very
gratified by evidence of interest in the project
which goes well beyond the membership: it indi-
cates that the project is well-encugh conceived
to be of broad general interest.

As part of the project, the Commission will
coordinate legal assistance in the event of litiga-
tion, including the provision of expert witnesses
and the pocling of state rescurces. Such litiga-
tion may ar:se not only from the audits but also
from state legisiation. Both California and i
nois have passed iegislation asserting that pur-
chase of in-state advertising gives rise to nexus
for the purpose of tax collection; Oklahoma has
passed legisiation which provides an even
broader definitior of nexus. Test case litigation
seems likely to arise out of one or more of these
bills. and the Commission is prepared to assist
here as well.

Uniformity

As part of its ongoing charge ta promote
uniformity in the tax treatment of multistate
businesses, the Commission approved two uni-
form regulations this year. Approval of a regula-
tion constizutes a recommendation to states that

they edopt such a regulation in their state. (The
regulations are reproduced in this repart as
Appendices C and D) The regulation on the
trucking industry is one of several regulations
that the Cemmission has adopted for those
industries which, in its judgment, require an
apportionment procedure different from the
standard UDITPA formula. The Commission has
adopted similar regulations for railroads, con-
tractars, and airlines. [The full texts of these
regulations were printed in the 1984-85 Annual
Report.) See Appendix F for a listing of regula-
tions and of those states which have adopted
them.

The trucking industry regulation uses sales,
payrofl, and property as apportionment factors,
but prorates mabile property by a mileage fac.
tor. Additionally, it prorates some sales by
mileage and includes a de minimis nexus stan-
dard. By design, its definitions of instate and
total miles are compatible with similar defini-
tions put forth for registration and fuel use tax
purposes in the NGA Working Group's Six Point
Plan,

The recordkeeping regulation considerably
expands the definitions of acceptable media in
which to keep records for sales and use tax pur-
poses, and attempts to keep such definitions
consistent with current technology and practice,

Finally, in an attempt to provide some guid-
ance for taxpayers, the Cormmissicn has adopted
a statement of information concerning the prac-
tices of member states under PL. 86-272. While
not a formal regulation, the document does
allow taxpayers and others to gain additional
guidance as ta what types of activities are cur-
rently lcoked to by the states to determine
whether immunity exists under PL. 86-272. The
document also allows member states an appor-
tunity to review their practices and 1o ensure
that they are consistent with one another; it
offers non-member states a point of departure
for a similar review as weil,

While other issues remain on the Commis-
sion agenda. such as the sales tax treatment of
software, the classification of dock sales, and
the appiication of the throwback rule to grain
shipments, the major issues far activity in the
coming year wili probably revolve arcund the
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UDITPA survey and the discussions it provokes
as well as the issues asscciated with financial
institutions and teilecommunications.

Publications
In additiun to the regular publication of the
MTC Reuview and the continued updates of the
income and sales tax audit manuals, the Com-
mission has published the follcwing items this
year:
¢ Corporate income Tax Handbook
This convenient reference source updates and
incorporates material previously published as
the Unitary Handbook.

e State Taxation of Banks and Financial Insutu
tions: Results of Recent Surveys

® Auditing for Arm’s Length
This booklet reprints articles on international
taxation and the competent authority process
recently published in various editions of the
MTC Reuview.

Personnel

Turnover this year was considerably less than
last year. Two auditors, Frank Kuehn and Racco
Miraldi, both left the New York office. New
auditors this year are Steve Green {Chicago).
Dick Mandel (New York), and Jeff Silver (New
York). Torm Vosburg joined the Boulder staff as
a research associate. The New York office was
regrganized; instead of a single manager. Gerald
Birk now 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 Commission in
February, 1985. Previously, he had been a staff
member at the MNational Conference of State
Legisiatures, serving most recently as Director
of Fiscal Affairs; had been an analyst for the
Cklahoma State Legislature; and had been a
faculty member at the University of Cklahoma
and at Adrian College {Michigan). He is a
araduate of Stanford University and holds an
MA_ from the University of Oregon and a Ph.D.
from the University of Michigan,

General Counsel

Eugene F. Corrigan became the Commission’s
General Counse! in February, 1985 after having
served for sixteen years as its Executive Direc
tor. His prior experience included three years
as a Sears, Roebuck tax attorney and ten years
with the Illincis Department of Revenue. in the
Chicago office of which he last served as Chief
Counsel, During the mid-sixties, he was also a
partner in the Chicagoe law firm of Stradferd,
Lafontant, Fisher and Caorrigan. He is a graduate
of Princeton University and of 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 legal experience, over some
fifteen years has included positions as Legal
Counsel with the U.S. Justice Department, the
(I.S. Senate, and the Celorado Attorney
General's office. As First Assistant Attorney
General, he supervised the legal representation
of Colorado's Governor. Secretary of State.
Treasurer and, finally, Department of Revenue
where he last served as Deputy Director. He is
a graduate of the University of California at
Berkeley and of Beall Hall Law School at that
University.

Assistant Genera! Counsel

Sandra B. McCray has had extensive and varied
legal and administrative experience in the office

of the Colorada 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 Financial Institutions Section;
and as First Assistant Attorney General in
charge of 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 in Taxation from
Georgetown University.

Program Coordinator

Clela A. Rorex joined the MTC in 1981. She
holds a Bachelor of Arts Degree and a Master's
Degree in Public Administration from the
University of Colorado. Her previous experience
includes service as: the publicly elected Clerk
and Recorder of Boulder County; acling 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 of the Joint
Institute for Laboratory Astrophysics at the
University of Colorado, and management rep-
resentative at the (.S. Maval Exchange at Guan.
tanamo Bay. She also wrote and published the
first edition of the Colorado Legislative Almanac.

Audit Managers

Chicago: Eugene J. Dowd joined the Multistate
Tax Commission in 1974 after performing and
supervising income tax audits of large multi-
nationa! corporations in the Chicago office of
the California Franchise Tax Board for thirteen
years. Previously he had served as budget
accountant and as the staff internal auditor of
the Armour Research Foundation.

Houston: Robert Milligan was a corporate
accountant for nearly ten years. He was the Tax
Manager of two different corporations prior to
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 until 1977,
when he joined the staff of MTC.
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MNew York: Gerald Birk and Morton Kotkin have
served jointly as income Tax Audit Manager and
Sales Tax Audit Manager, respectively since
February. 1986. Gerald Birk has been with the
Commission for five years. Before joining the
MTC in 1981, he had been an auditor and audit
supervisor with the New York office of the
California Franchise Tax Board for eight years,
A native of Brooklyn. New York. he graduated
from Long lsland University in 1973 with a
Bachelor of Science Degree in Accounting, Maor-
ton Kotkin has served with the Commission as
a Senior Auditor, Eastern Regional Manager and
Senior Review Auditor. Before joining the MTC
in 1974, he had been an auditor and field audit
supervisor with the New York office of the
California State Board of Equalization for twelve
years, perferming and supervising sales, use,
property and cigarette tax audits of California’s
largest out-of state taxpayers. Also a native of
Brocklyn. New York, he graduated from New
York University in 1961 with a Bachelor of
Science Degree in Accounting.

Consultants

William D. Dexter has served the MTC in an Of
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
in Washingten, DC.
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Income Tax

Gerald Birk {New York)
Eugene Dowd {Chicago)
Paul Ezzone (New York)
Steve Green {lllinois)

Alan Hild (New York}
Rohert Milligan (Texas)
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Arthur Schwartz {(Mew York)
Jeff Silver (New York)
Rosario Vento (1tlingis)
Joselito Vitug (lilinois)
Sales Tax

Morris Gladstein (New York}
Michael Hnath (New York)
Mortan Katkin (New York)
Richard Mandel {New York)
Edward Ruby {lllinois})
Support Staff

Edith Bishop (New York)
Betty DeBruyne {(Colorado)
Connie Fuerst (Colorado)




Committees

Audit Oversight Committee

Jeff Miller, Chairman (Montana)
Robert Bonnici (California)

Phil Aldape (Idaho)

Thamas Sheridan (Kansas)
Gerome Caulfield (Minnesota)

Audit Cornmittee

Jeff Miiler, Chairman (Montana)
Martin J. Richard (Alaska)
Everett Leath (Arkansas)
Rabert Bonnici (Califarnia)
Frank Beckwith (Colorado)

J. Walter Lund (DC)

Kenneth Murayama (Hawaii)
Phil Aldape (ldaho)

Joe E. Randalt (ldaho)

Tom Sheridan (Kansas)

Joseph Tomczyk {Michigan)
Ge-ome Caunlfield {Minnesota)
James R. Beckham (Missouri)
Rudy R. Gallegos {New Mexico)
Robert Kesse' {(North Dakota)
Tom Everall ({Oregoen)

Ron Larson (South Dakota)
Harold Lee {Texas)
Joe Pacheco (Utah)

Uniformity Committee

Phil Aldape. Chairman (ldaho)
Martin J. Richard (Alaska)
Everett Leath (Arkansas)
Michael E. Braownell (California)
Ted V. Middle (Colarado)

J. Walter Lund (DC)

Kenneth Murayama (Hawaii)
Joe E. Randali (daho)

Tom Sheridan (Kansas)

Fred Lynch (Michigan)
Gerome Caulfield (Minnesota)
Jumes R. Beckham (Missouri)
Gerald Foster {Mantana)
Ma-uel Galleges (New Mexico)
Robert Kesse (Morth Dakaota)
Tom Everall (Oregon)

Ran Larson {South Dakota)
Donald R. Bosch (Utah)
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Executive Comittee
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Robert Bowrnan Bob Bullock Alan Chames Tom Triplett
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Kent Conrad Harley Duncan Gerald Galdberg Larry Looney
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Representatives of Party States

of the Multistate Tax Compact

Alaska

Mary Nordale (Member)
Commissioner of Revenue
Department of Revenue
Pouch S

Juneau, AK 99811

(907) 465-2300

Richard D. Monkman
(Allernate)

Deputy Commissioner

Department of Revenue

Pouch 5

Juneau. AK 99811

(907) 465-2302

Arkansas

Mahlon A. Martin (Member)

Directar

Arkansas Department of
Finance and Administration

PQO. Box 3278

Little Rock, AR 72203

{501) 371.2242

Gien Mourot {Alternate)

Administrator

Office of Tax Administrator

Arkansas Department of
Firance and Administration

PO. Box 1272

Little Rack, AR 72203

(201) 3711626

Californial

Dcouglas D. Bell (Member)
Executive Secretary
Board of Equalization
PQO. Box 1799
Sacramento, CA 95808
(916) 445.3956

Gerald Goldberg (Member)2

Executive Officer

Franchise Tax Board

PO. Box 115

Rancho Cordova, CA
95670-011%

{916) 369-4543

Colarado

Alan N. Charnes {Member)3

Executive Director

Colorado Department of
Revenue

1375 Sherman Street

Denver, CO 80261

(303} 866-3091

Frank Beckwith (Alternate)

Chief of Taxation

Colorade Department of
Revenue

1375 Sherman Street

Denver, CO 80261

(303) 866-3048

District of Columbia

Melvin W. Jones (Member)

Director of Finance and
Revenue

Government of the District of
Columbia

Reoom 4136, Municipal Center

300 Indiana Avenue, NW

Washington, DC 20001

(202 727-6020

J. Walter Lund {Alternate}

Associate Director of Audit

Compliance and Investigation

Government of the District of
Columbia

Room 3016, Municipal Center

300 Indiana Avenue, NW

Washington, DC 20001

(202) 727-6019

Hawaii

Herbert Dias (Member)
Director of Taxation
Department of Taxation
PO. Box 259

Honelulu, HI 96809
(808) 548.7650

Wallace Acki (Alternate)
Deputy Director
Department of Taxaticn
PO. Box 259

Henoluiu, HI 96809
(808) 548.7562

Idaho

Larry Looney (Memberp

Chairman of the Commission

Department of Revenue and
Taxation

ldaha State Tax Commission

PQO. Box 36

Baise, (D §3722

(208) 334-4634

Darwin L. Young (Alternate)

Commissioner

Department of Revenue and
Taxation

ldaho State Tax Commission

PQO. Box 36

Boise, ID 83722

(208) 334-4634

Kansas

Harley Duncan (Member)?

Secretary of Revenue

Kansas Department of
Revenue

State Office Building

Tepeka, KS 66612

(913) 296-3041

Thomas Sheridan (Alternate)

Chief, Audit Bureau

Kansas Department of
Revenue

State Office Building

Topeka, KS 66612

(913) 296.7719

Michigan

Raobert A. Bowman (Member)
State Treasurer

Department of Treasury
Treasury Building

Lansing, Mi 48922

(517) 373-3223

Susan Work Martin (Alternate)}
Commissioner of Revenue
Department of Treasury
Revenue Division

Teasury Building

Lansing, Ml 48922

(517) 373-3196
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Minnesota

Tem Triplett (Member)
Commissioner of Revenue
Department of Revenue
Centennial Office Building
St. Paul, MN 55145

(612) 296-3401

Gerome T. Caulfield (Alternale)

Birector, Corporate (ncome
Tax Division

Department of Revenue

450 Syndicate Street, Suite 240

St. Paul, MN 55104

(612) 642-0439

Missouri

Paul McNeill (Member)
Director of Revenue
Department of Revenue
PO. Box 311

Jefferson City. MO 65105
(314) 751-4450

Jumes R. Beckham (Alternate)
Director

Division of Compliance
Department of Revenue

PO. Box 400

Jefferson City. MO 65105
(314) 751-4816

Montana

John LaFaver (Member)

Director of Revenue

Montana Department of
Revenue

Mitcheil Building

Helena, MT 59620

(406) 444-2460

Gerald Foster {Alternate)

Administrator

Natural Resource/Corporation
Tax Division

Montana Department of
Revenue

Mitchell Building

Helena, MT 59620

{406} 444-2460

New Mexico

Vickie L. Fisher (Member)

Secretary

New Mexico Taxation and
Revenue Department

PQ. Box 630

Santa Fe, NM 87509-0630

(505) 988-229C X600

James R. White (Alternate)

Director

Audit and Compliance
Division

Mew Mexico Taxation and
Revenue Department

PO. Box 630

Santa Fe, NM 87509.0630

(505) 988-2290 X300

North Dakota

Kent Conrad (Member)t

Tax Commissioner

MNorth Dakota State Tax
Department

State Capital

Bismarck, ND 58505

(701) 224.2770

Arnold M. Burian (Alternate)

Deputy Tax Commissioner

MNaorth Dakota State Tax
Department

State Capitol

Bismarck, ND 58505

(701) 2242770

Robert Kessel (Alternate)

Director

Income and Qil Tax Division

North Dakota State Tax
Depariment

State Capito!

Bismarck, ND 58505

{701y 224.3653

Oregon

Richard Munn (Member)
Director

Department of Revenue
Revenue Building

955 Center Street, NE
Salem, OR 97310
(503) 378.3363

Alten J. Brown (Alternate)
Administrator

Audit Division
Department of Revenue
Revenue Building

855 Center Street, NE
Salem, OR 97310

(503) 378-3747

South Dakota

Judith M. Payne (Member)
Secretary of Revenue
Department of Revenue
R.F. Kneip Building

700 Goverrors Drive
Pierre, SD 57501-2276
1605) 773-5131

Ron Larson (Alternate)
Acting Cirector

Audit Division
Department of Revenue
700 Governors Drive
Pierre, SD 57501.2276
(605) 773-5131

Texas

Bob Bullock {Member)

Comptreller of Public
Accounts

LBJ State Office Building

Austin, TX 78711

(512) 463-4000C

Wade Anderson (Alternate)
Associate Deputy Comptroller
Lega! Services

Office of Comptroller

PO. Box 13528

Austin. TX 78711

(512) 463-4004
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Dan Pearson (Alternate)
Associate Deputy for Audit
Audit Division

PO, Box 13927

Austin, TX 78711

{512) 463-4006

Utah

R.H. Hansen {Member)
Chairman

Utah State Tax Commission
Heber M. Wells Building
160 E. 300 South

Salt Lake City, UT 84134

(801) 530-6088

Roger O. Tew {Aiternate)
Commissioner

Utah State Tax Commission
Heber M. Wells Building
160 E. 300 South

Salt Lake City, UT 84134
(801) 530-6088

Washington

Matthew Coyle (Member)

Acting Director

Department of Revenue

415 Generai Administration
Buiiding

Olympia, WA 98504

(206) 753-5574

T Excective Secretary of the Board of
Fgualization represents California in MTC
fiscal years beginning in odd-numbered
calendar years, and the Crecutive Officer
ol tne Franchise Tax Bcard represents
Calitornia in MTC fiscat years beginning
in evernnumbered cdlendar years.

4 MTC Chawman 19791080

¥ MTC Chairman 1980-1981

A MTC Chairman 1984-1985

3 MTC Chairman 1985.1986

MTC Chaiman 1982 1984
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Tax Administrators

Associate Member States*

Alabama

James C. White, Jr.
Commissioner
Department of Revenue
Montgomery, AL 36130
(205) 8325780

Arizona

J. Elliott Hibbs

Director

Department of Revenue
Capitol Building, West Wing
Pheoenix, AZ 85007

(602) 255-3393

Georgia

Marcus E, Coilins, Sr.
Commissioner
Department of Revenue
410 Trinity-Washington
Building

Atlanta, GA 30334
(404) 656-4016

Louisiana

Shirley McNamara

Secretary

Cepartment of Revenue and
Taxation

PO, Box 201

Baton Rouge, LA 70821

{504) 925.7680

Maryland

Louis L. Goldstein
Comptraoller of the Treasury
State Treasury Building

PO. Bax 466

Annapolis, MD 21404

(301) 269-3801

Massachusetts

Ira A. Jackson
Cemmissioner
Department of Revenue
100 Cambridge Street
Boston, MA 02204
(617) 727-4201

New Jersey

John R. Baldwin

Director

Divisicn of Taxation
Department of Treasury
50 Barrack Street, CN240
Trenton, NJ 08646

(609) 292.5185

Ohio

Joanne Limbach

Tax Commissioner
Department of Taxation
PO. Box 530
Columbus, OH 43216
(614) 466-2166

Pennsyivania

James [. Scheiner

Secretary of Revenue

Department of Revenue

Strawberry Square—11th
Floor

Harrisburg, PA 17127

(717) 783-3680

Tennessee

Kathy Behm Celauro

Commissioner

Department of Revenue

Andrew Jackson State
Office Building,
Room 927

Nashville, TN 37242

(615) 741.2461

*The Commission has made provisions for associate membership in bylew 13, as follows:

13. Associate Membership

{a) Associate membership in the Compact may be granted. by a majority vote of the Commission members,
to those States which have not effectively enacted the Compact but which have through legislative enactment
made effective adoption of the Compact dependent upon a subsequent condition or have, through their Gover-
nar or through a statutorily established State agency. requested associate membership.

{b) Representatives of such associate members shall not be entitled to vote or to hold a Commission office
but shall otherwise have ail the rights of Commission members.

Associate membership s extended especially for states that wish to assist or participate in the discussions
and activilies of the Commission, even though they have nat enacted the Compact. This serves two purposes:
{1} it permits and encourages states that feel that they lack knowledge about the Commission to become familiar
with it through meeling with the members, and (2} it gives the Commission an opportunity to seek the active
participation and additional influence of states which are willing to assist in a joint effort in the field of taxation
while they consider or work for enactment of the compact to become full members,
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Tax Administrators

Non-Member States

Connecticut
John G. Groppo

Commissioner

Department of Revenue
Services

92 Farmington Avenue

Hartford, CT 06105

{203) 366-7120

Delaware

Robert W. Chastant
Director of Revenue
Departinent of Finance
Carvel State Office Building
820 M. French Street
Wiimington, DE 19801
{302y 5713315

Filorida

Randy Miiler

Executive Director

Florida Department of
Revenue

102 Cariton Building

lallahassee. FL 32304

(904) 488.5050

lHiinois

J. Themas Johnson

Director

Ilinois Department of
Revenue

PO. Box 3681

Springfield. IL 62708

(217) 785-2602

Indiana

M.F Renner

Commissioner of Revenue

Indiana Department of
Revenue

202 State Office Building

Indianapolis, IN 46204

(317 2322101
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lowa

Gerald D. Bair

Director

lowa Department of
Revenue & Finance

Hoaver State Office
Building

Des Moines, 1A 50319

(515 281-3204

Kentucky

Cary W. Gillis
Secretary

Revenue Cabinet
Capital Annex
Frankfort, KY 40620
(5021 564.3226

Maine

Anthony J. Neves
Siate Tax Assessor
Bureau of Taxation
State Office Building
Augusta, ME 04333
(207) 289-2076

Mississippi

C.A. Marx

Chairman

Tax Commission

Woolfolk State Office
Building

Jackson, MS 392¢5

(601) 399.1098

Nebraska

Donna Karnes
State Tax Commissioner
PO. Box 84818
Lincoln NE 68509.-4818
{402} 471.2971

Nevada

John P. Comeaux
Executive Director
Department of Taxation
Capitol Mail Complex
Carson City. NV 89710
1702} 685-4892

New Hampshire

Everett V. Taylor

Commissioner

Department of Revenue
Administration

61 South Spring Street

PO, Box 457

Concord, NH 03301

(603} 271-2191

New York

Roderick Chu

Commissioner

Mew York State Department
ot Taxation and Finance

Albany, NY 12227

(518) 457.2244

Neorth Carolina

Helen Powers
Sceretary of Revenue
Department of Revenue
PO. Box 25000
Raleigh, NC 27640
(919) 733.7211

Oklahoma

Cindy Rambo

Ctrairman

State Tax Commission
The M. Connors Building
2501 Narth Lincoln
Okiahoma City, OK 73194
(405) 521.3115




Rhode Island

R. Gary Clark

Asst. Director of
Administration/Tax
Administrator

Department of
Administration

289 Promenade Street

Providence, Rl 02908

(401) 277-3050

South Carolina

John T. Weeks
Chairman

Tax Commission
PO. Box 125
Columbia. SC 28214
{803) 7341830

Vermont

MNorris Hoyt
Commissioner of Taxes
Department of Taxes
Pavilion Office Building
Montpelier, VT 05602
(802) 828-2505

Virginia

William H. Forst

Tax Commissicner
Commonwealth of Virginia
Department of Taxation
PO. Box 6-L

Richmond, VA 23282
(804) 257-8005

West Virginia
Michael E, Caryl

State Tax Commissioner
State Tax Department
Charleston, WV 25305
{304) 348-2501

Wisconsin

Michael Ley

Secretary of Revenue

125 South Webster Street
PO. Box 8933

Madison, W1 53708

(608) 266-1611

Wyoming

Rudoiph Anselmi

Chairman

Wyoming State Board of
Equalization and State
Tax Commission

122 West 25th Street

Cheyenne, WY 82002-0110

(307) 777-5284
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Appendix A

Agreement on Exchange of Information

Income Tax (updated August, 1986)

In the interest of furthering the mutual
interests of the undersigned siates represented
by the undersigned officials through benefits
which can be derived from the exchange of
information among said states, each of said offi-
cials does hereby enter into the following Agree-
rent for the exchange of information with every
other undersigned official.

The undersigned hereby mutvally agree o
exchange information, to the full extent petr
mitted by their respective laws, In accordance
with the terms and limitations below:

1. For the purpeses of this Agrezment,
income tax means a tax imposed ¢on or
measured by net income, including any
tax imposed on or measured by an
amount arrived at by deducting expenses
fram gross income, one or mare forms
of which expenses are not specifically
ard direcily related to particular
transactions.

2. This agreement shall be applicable with
respect to:

a. The inspection of income tax retuns
of any taxpaver; and

b. The furnishing of an abstiact of the
return of income of any taxpayer; and

c. The furnishing of any information
cancerning any items contained in any
return of income ol any taxpayer: and

d. The furnishing of any informaticn dis-
closed by the report of any investiga-
tion of the income or return of income
of any Llaxpayer, exctusive of any infor-
mation obtained tnrough an ayiee-
ment between any of the undersigned
states and the Internal Revenue
Service.

3. For purposes of this Agreement, laxpayer

inciudes any individual. corporation,

partnership or fiduciary subject to an
incorme tax ar required to file an income
tax return.

This Agreement is not limited o a

specific period of time or to returns,

faY

10.

documents or information relating to any
specific years ar periods; and it will be
considered to be in effect until revoked.
Additions and changes, including defini-
tions, in the provisions of this Agree-
ment, may be made by mutual consent
of the proper officials of the undersigned
states, and shall become ar attachment
to this Agreement.

. Mo infermation obtained pursuant to this

Agreement shall be disclosed to any per-
son not authorized by the laws of the
undersigned states.

. The Information obtained pursuant to
this Agreement shall be used only for the

purpose of administration of the income
tax laws of the undersigned states.

. This written Agreement shail not become

effective between any two states until the
authortized officials for both such states
have signed it in the space provided
below,

. This written Agreement is not intended

to revoke or supersede any other similar
agreemert thal may have been pre-
viously entered into between any two or
more of the states represented below.

The undersigned agree to inform each
other of the current statutory provisions
of their respective states concerning the
confidentiality of the material exchanged
and the penalties for unlawful disclosure
thereof,

. Any of the undersigned state officials

may, at their discretion, refuse to furnish
information discloscd in the report of any
investigation while such investigation is
still in progress or during such time as
litigation is contemplated or in process,
if the official of the state rnaking the
investigation deems 't n the best
interests of his state for such infarmation
to be withheld pending determination of
litigation.
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Each of the undersigned state officials
hereby affirms that he is the proper offi.
cial chargec with the administration of
the income tax laws of his stete.

Alaska
Arkansas
California
Colorado
Florida
Hawaii
ldaho
lllinois

Signatory States

Indiana
Kansas
Louisiana
Maine
Michigan
Minnesota
Missouri
Montana

Nebraska

MNew Mexico
North Carolina
Nerth Dakota
Oregon

Pennsylvania
Utah




Appendix B

Agreement on Exchange of Information
Sales and Use Tax (updated August, 1986)

[n the interest of furthering the mutual
interests of the undersigned states represented
by the undersigned officials through benefits
which can be derived from the exchange of
information among said states, each of said offi-
cials does hereby enter into the following Agree-
ment for the exchange of information with every
other undersigned official.
The undersigned hereby mutually agree to
exchange information, to the full extent per-
mitted by their respective laws, in accordance
with the terms and limitations below:
1. Forthe purposes of the Agreement, sales
tax includes general excise andior gross
receipt taxes and means a tax imposed
on a sale or exchange of personal prop-
erty andfor services, as well as on gross
receipts from trade o1 business; and use
tax means a tax other than ad valorem
tax, on the privilege of storing. using or
consuming personal property andfor
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 of an abstract or the
exchange of computer information
regarding the sales or use tax return
of any taxpayer; and

¢. The furnishing of any information
concerning any items contained in any
sales or use tax return of any taxpayern:
and

d. The furnishing of any infermation dis-
closed by the report of any investiga-
tion of the sales or use tax return of
any taxpayer.

3. For purposes of this Agreement, “tax-
payer’ includes any individual, corpor-
tion, partnership, organization, associa-
tion, fiduclary, person or other entity.
subject to payment or collection and
remittance of sales or use tax ar required
to file a sales or use tax return.

4,
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This Agreement is not limited to a
specific peried of time or to returns,
documents or information relating to any
specific years or periods; and it will be
coensidered to be in effect until revoked
by one of the parties; however, the with-
drawal of one party hereto shall not affect
the Agreements among the remaining
parties,

Additions and changes, including defini-
ticns, in the provisions of this Agree-
ment, may be made by mutual cansent
of the proper officials of the undersigned
states. and shall become an attachment
to this Agreement.

Mo information obtained pursuant to this
Agreement shall he disclosed to any per-
son not autharized to receive such infor-
mation by the laws of the undersigned
states

The infoermation obtained pursuant to
this Agreement shall be used only for the
purpose of administration, and enforce-
ment of the sales and use tax laws of the
undersigned states.

This written Agreement shal! not become
effective between any twa states until the
authorized officials for both such states
have signed it in the space provided
below.

This written Agreement is not intended
to revoke or supersede any other similar
agreement that may have been pre-
viously entered into between any two or
more of the states represented below.

. The undersigned agree 1o inform each

ather of the current statutory provisions
of their respective states concerning the
confidentiality of the material exchanged
and the penalties for unlawful disclosure
thereof.

- Any of the undersigned state officials

may. at their discretion, refuse to furnish
information disclosed in the report of any
investigation while such investigation is
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still in progress or during such time as
litigation is comemplated or in process,
if the official of the state making the
investigation deems it in the best
interests of his state for such information
ta be withheld pending final determina-
tion of litigation.

Each of the undersigned state officials
hereby affirms that he is the proper offi-
ciat charged with the administration of
the sales and use tax laws of his state.

This Agreement may be executed in counter-
parts, all of which taken together shall be
deemed one original Agreement.

Arkansas
California
Colorado
Georgia
Idaho
Indiana
lowa
Kansas
Louisiana

Signatory States

Maine
Massachusetts
Michigan
Minnesota
Mississippi
Missauri
Montana
Nebraska

New Mexico

North Dakota
Pennsylvania
South Dakota
Tennessee
Texas

Utah
Washington
Wyoming




Appendix C
Multistate Tax Commission

Trucking Regulation
Adopted July 11, 1986

At its 1986 Annual Meeting in July. the MTC
adopted a special Income apportionment Reg-
u'ation for Trucking Companies. In so doing, it
established a Requlation which it recommends
that all states adopt. The Regulation is the fourth
of its type that the Commissicn has adopted.
The other three special industry regulations per-
tain to Airlines. Contractors and Railioads.

The following is the text of the Trucking
Regulation:

Reg. IV.18.(q). Special Rules: Trucking Companies

The following special rules are estabiished
with respect to trucking companies:

(1) In General. As used in this regulation, the
term “trucking company’ means a motor com-
mon carrier, @ motor contract carrier, or an
express carrier which primarily transports tan-
gible personal property of others by motor vehi-
cle for compensation. Where a trucking com-
pany has income from sources both within and
without this state, the amount of business
income from sources within this state shali be
determined pursuant to this regulation. In such
cases, the first step is to determine what por-
tion of the trucking company's income consti-
tutes ' business” incame and what portion con-
stitutes "nonbusiness” under Article IV.1 and
Regulation IV.} thereunder. Nonbusiness income
is directly allocable to specific states pursuant
to the provisions of Article V.5 and .8, inclusive,
Business income is apportioned among the
states in which the business is conducted and
pursuant to the property. payroll. and sales
apportionment factors set forth in this requla-
tion. The sum of (iY the items of nonbusiness
income directly allocated to this state plus (ii)
the amount of business inrcome attributable to
this state constitutes the amount of the tax-
paver's entire net income which is subject to tax
in inis state.

(2) Business and Nonbusiness Income, for
definitions, rules, and examples for determin-
ing business and nonbusiness income, see
Regulation I1V.1.

(3) Apportionment of Business Income

(iy i General. The property factor
shali be determined in accordance with Regula-
tion IV.10 to .12, inclusive, the payratl factor in
accordance with Regulation [V.13 to .14, and the
sales factor in accordance with Regulation IV.15
to .17, inclusive, except as modified by this
requlation.

(iiy The Property Factor

A. Property Valuation. Qwned
property shall be valued at its original cost and
property rented from others, inciuding pur-
chased transportation, shall be valued at eight
(8) times the net annual rental rate in accor-
dance with Article [V.11 and Regulation IV.11. To
the extent that the taxpayer’'s records reflect a
separate charge incurred for the use of 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 from that attrib-
utable to the compensation paid for the opera-
tor of the purchased transportation, the total
combined charge shall be reduced by 20% to
determine that portion of the charge attribut-
able solely ta the value of the rented property.
Mobile 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 which a per diem or mileage
charge is made shall not be included in the
propertty factor as rented property. Mobile orap-
erty which is owned by the taxpayer and tem-
porarily used by other trucking companies in
their business and for which a per diem of
mileage charge is made by the taxpayer shall
be included in the property factor of the
taxpayer.

B. General Definitions. The follow-
ing definitions are applicable to the numerator
and denominator of the property factor, as well
as other apportionment factor descriptions:

1. "Average value' of property
means the amount determined by averaging the
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values at the beginning and erd of the income
tax year, but the [insert here the title of the
appropriate adminisirative agency| may require
the averaging of monthly values during the
income year or such averaging as is necessary
to reflect properly the average vaiuc of the
trucking company's property. (See Articie [V.12
and Regulation IV.12))

2. "Mobile propeity” means ail
motar vehicles. including trailers, engaged
directly in the movement of tangible personal
property, other than support vehicles used pre-
dominantly in a logal capacity. Mobilc property
shiall include purchased transportation.

3. A "mobile property mile” is
the rmovement of a unit of mobile property
a aistance of one mile whether loaded or
unlcaded.

4. "Origira cost” is deemed to
be the basis of the property for federa! income
tex purposes (prior to any federal income tax
adjustments, except for subsequent capital addi-
tions, improvemnents thereto, or partial disposi-
tions); or. if the property has no such basis, the
vatuation of such property for Intersiate Com-
merce Commission purposes. If the ariginal cost
of property is unascertainable under the fore-
gouing vaiuation standards, the property is
included in the property factor at its fair market
value as of the date of acquisition by the tax-
pavyer. (Regulation 1V.11.(a).)

3. "Property used during the
course of the income year” includes property
which is available {or use in the taxpayer’s trade
or business during the income year.

6. “Purchased {ranspcriation’”
means the taxpaver's use of a motor vehicle
ownied and operated by another for the purpose
of transporting tangible personal property flor
which a charge. whether based upona per diem.
mileage, or other basis is incurred.

7. " Temporarily used” means
the use of any mobile property owned by
another for a period not to exceed a total of 30
days during any income year.

8. The "value" of owned real
and tangible personal property means its
origtnal cost. {See Article V.11 and Regulation
N1i.a))
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9. The "value” of rented real
and tangible personal preperty means the pro-
duct of eight {8} times the net annual renta! rate.
(See Article IV.11 and Regulation IV.11.(b}.)

C. The Denominator and Numera-
tor of the Property Factor. The denominator of
the property factor shall be the average value
of al! the taxpayer’s real and tangible personal
property owned or rented and used during the
income year. The numcrator of the property fac-
tor shall be the average value of the taxpayer's
real and tangible personal property owned ar
rented and used in this state during the income
yeor. In the determination of the rurmerator of
the praperty factar. all property, except mobile
propeny as defined in this regulation, shall be
included in the numerator of the property fac-
lor inaccordarce with Article V10 and 12 inciu-
sive, and Regulation V.10 and .12, inclusive.

Mobile property as delined in this regulation,
which is lovated within and without this state
during the income year shall be included in the
numerater of the property factar in the ratio
which mobile property miles in the state bear
to the totai mobile property miles,

{i1i) The Payroll Factor. The demonina-
ter of the payroll factor is the compensation
paid everywhere by lne taxpayer during the
incame year for the production of business
income. (See Article (V.13 and 14 and Regula-
tienV.i3 and 14.) The numerator of the payrell
factor is the total compensation paid in this state
during the income year hy the taxpayer. With
respect te all personnel, except those perform-
ing services within and withou! this state, cormr
pensation paid 1o such employees shall be
included in the numerator as provided in Article
VA3 and .14 and Regulation [V.13 and .14,

With respect to personnel performing services
within and without this state, compensation
2aid to such emplovees shal be included in the
numerator of the payroll factor in the ratio
which their services perfornied in this state bear
to their services performred everywhere based
on mobile property miles.

{iv} The Sales (Revenuel) Factor

A fn General. All revenue derived
brom transaclions and activities in the regular
course of the taxpayer’s ‘tade o business which




produce business income shall be included in
the denominator of the revenue factor. (See
Article IV.1 and Regulation 1V.1)

The numerator of the revenue facter is the
total revenue of the taxpaver in this state dur-
ing the income year. The total state revenue of
the taxpayer, other than revenue from hauling
freight, mail, and express, shali be attributable
te this state in accordance with Articie V.15
through .17 and Regulation [V.15 through .17.

{4) Records. The taxpayer shall maintain the
records necessary to identify mobite property
and to enumerate by state the mobile property
miles traveled by such mobile property as those
lerms are used in this regulation. Such records
are subject to review by {insert here ihe title of
the appropriate administrative agency) or its
agents,

(5} De Minimus MNexus Standard. Notwith-
standing any provision contained herein. this
Regulation 1V.18.(f) shall not apply to require the
apparticnment of income to this state if the
trucking company during the course of the
incame tax year neither:

a. owns nor rents any real or personal
property in this state. except mobile property;
noi

b. makes any pick-ups or deliveries within
this state; nor

¢. travels more than twenty-five thousand
mabile propeity miles within this state; provided
that the total mobile property miles traveled
within this state during the income tax year does
not exceed three percent of the total mobile
property miles traveled in all states by the truck-
ing company during that period; nor

d. makes more than twelve trips into this
state.
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Appendix D

Multistate Tax Commission

Recordkeeping Regulation

Adopted July 11, 1986

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

The MTC has taken acticn 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 adepted at its 1986 Annual Meeting.
Commonly called "The Recordkeeping Reguia-
tion,” it permits the taxpayer to eliminate the
so-called “paper trail,” which has generally been
required in the pasl. This will enable the tax-
payer to take advantage of modern recordkeep-
ing technigues without having to maintain a
separate and additional set of printed records
for audit purposes.

The following is the text of the Recordkeep-
ing Regulation:

RegVIl.1. Recordkeeping Sales and Use Tax
Transactions

(@) in General. Every retailer [seller] [vendor]
person) doing business in this state or storing,
using, or otherwise consuming in this state tan-
gible personal property purchased from a
retailer {and cvery lessor and lessee of langible
personal property for use in this state] shall keep
complete and adequate records as may be nec
essary for the Executive Director {Department]
[Commissioner) [Commission] [Beard] to deter
mine the amount of sales and use tax for the
payment and coilection of which such retailer
Iseller] [vendor] |person| [and lessor and lessec]
is liable under [cite refevant sales and use lax sec-
tion}. Gnless the Executive Director {Departmerii)
[Commissioner] [Commission] |Board] author-
izes an alternative method of recordkeeping in
wriling, these reccrds shall show:

(1) Gross receipts from sales, or rental
payments from leases. of langible

personal property (including any ser-
vices that are a part of the sale or
lease) made in this state, irrespective
of whether the retailer [seller| [vendor)
[person or lessor and lessee] regards
the receipts to be taxable or nantaxable.

(?) All deductions allowed by law and
claimed in filing return.

{3) Total puschase price of all tangible
personal property purchased for sale
or consumption [or lease] in this state.

These records must include the normal books
of account ordinarily ma:ntained by the average
prudent businessman engaged in the activity in
question, together with all bills, receipts,
invoices, cash register tapes, or other docu-
ments of origina: entry supporting the entries
in the books of account together with all sched-
ules or working papers used in connection with
the preparation of tax returns.

{b) Micrafilm and Micrcfiche Records. Records
may be microfilmed or microfiched, including
general books of account. such as cash books,
journals. voucher registers, ledgers and like
documents, 50 lang as such microfilmed and
microfiched records are authentic, accessible,
and readable, and the following requirements
are tully satisfiec:

(1) Taxpayer agrees to provide transcrip-
tions of any information concerning
sales and/or use tax liablity on
microfilm or microfiche which may
be required for verifying said liability,
and agree to provide appropriate facil-
ities for preservation of the microfilm
or micrefiche for the periods required
and open to examination.

(2) All microfilmed and microfiched data
must be indexed, cross-referenced and
labeled :0 show beginning and ending
numbers and to show beginning and
ending alphabetical listing of docu-
ments included; and shall be system-
atically filed to permit ready access.
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(3) Taxpayer must make available upon
request of the Executive Director
tDepartment] [Commissioner] {Com-
mission] [Board] a readerfprinter in
good warking order at the examina-
tion site for reading. locating and
reproducing any recard concerning
sales and/or use tax hability main-
tained on microfilm ar microfiche.

{4) Taxpayer must set forth in w-iting tne
procedures governing the establish-
ment of s microfiim aor micrcfiche
system, and the individuals who are
responsiple for maintaining and oper-
ating the system with appropriate
autherization from the Boaid of
Directors. gencral partner{s), or owner,
whichever is applicable.

{2} The micrafilm or microfiche system
must be complete and must be used
consistently in the requierly con
ducted activity of the business.

{6) Taxpayer must establish procedures
with appropriate documentation so
that the origina. document can bhe
fotlowed thirough the microfilm or
micrefiche system.

(7} Taxpayer mus! establish internal pro-
cedures for microfilm ur microfiche
inspection and quality assurarce,

(8 Taxpayer is responsibie for the effec
tive identification, processing.
storage. and preservation of micro-
fitm or microfiche, making it readily
available for as long as the contents
may pecome material in the admin-
istration of any state reverue law.

Taxpayer must keep a record identi-

fying the parsors or business entities

that produced the microfilm or micre-
fiche records.

(10) When displayed an a microfiim or
microfiche reader (viewer) or repro-
duced on paper. the material must
exhibit a high degree of legibility and
readability. Fer this purpose, legibil-
ity is def ned as the quality of a letter
or numeral that enables the observer
to identify it posilively and quickly to

(9]

the exclusion of all other Jetters or
numerals Readability is defined as
the guality of a group of letters or
numerals being rewognizable as words
ar complete numbers.

{11V AL production of microfilm or
microfiche and processing duplica-
tion, quality control, storage, identi-
fication, and inspectinn thereof rmust
meet industry stonda:ds a5 set forth
by the American National Standards
Institute., Maticnai Micrographics
Association, or Mational Bureau of
Stardards.

(c) Records Prepared by Automated Data Pro-
cessing Systems {ADPL An ADP tax accounting
system may be used to pravide the records
required for the wverification of tax liability.
Although ADP systems wili vary from one tax-
payer to another, all such systems must include
a method of producing fegible and readable
records which wiil provide the necessary infor-
matien tor verifying such tax liability. The
following requirements apply to any taxpayer
who maintains any such records on an ADP
system:

(1) Recorded or Reconstructible  Data.

ADP recoras shall provide an cppor-
tunity to trace any transaction back to
the origiral source or foyward to =
final tatal. If detailed printouts are not
made cf transactions at the tiime they
are processed, the syztems must have
the ability to reconstruct these
transactions.

{(2) General and Subsidiary Buoks of
Accaunt. A general ledger, with
source references. shall be written out
to coincide with financial reports for
tax reporting periods. In cases where
subsidiary ledgers are used 16 supporl
the general edger accounts, the sub-
sidiary ledgers shall alse be wrilten
out periodically.

Supporiing Doruments and Audit Trail,
The audit trail shail be designed so
that the detatls underlying the sum.
mary accourting data may be identi-
fied and made available to the Execu-
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tive Director {Department] [Commis-
sioner] [Commissiaon| [Beard] upon
request. The system shall be so
designed that supporting documents,
such as sales inveoices, purchase
invoices, credit memoranda, and like
documents are readily available.

(4} Program Documentation. A descrip-

tion of the ADP portion of the
accounting system shall be made
available. The statemenis and :llustra
tions as to the scope of operations
shall be sufficiently detailed to indi
cate: (A) the application being per-
formed: (B) the procedures employed
in each application (which, to- exam:-
ple. might be supported by flow
charts, block diagrams or other satis
factory description of the input or cut-
put procedures); and (C) the controls
used to insure accurate and ieliable
precessing. Important changes, to-
gether with their effective dates, shall
be noted in order Lo preserve an accu-
rate chronological record.

{5} Data Storage Media. Adequate record

retention facilities shall be availabls
for storing tapes and printouts, as well

as all supporting documents as may
be required by law.

{d) Records retention. All records pertaining
to transactions involving sales or use tax liability
shall be preserved for a pertod of not less than
| | years.

{e} Examination of records. All of the foregoing
records shall be made available for examination
on request by the Executive Director |Depart-
ment| [Cornmissioner] [Commission] [Beard] or
his [/ITS] authorized representatives,

(f) Fallure of the taxpayer !o maintain and
disclose complete and adequale records. Upon
failure by the taxpayer, without reasonable
cause, to substantially comply with the require-
ments of this regulation, the Executive Direc-
tor [Department] [Commissioner’ [Commission|
|Board] shal':

{1) Impose and not abate or reduce in
amount any penalty as may be
authorized by law.

{2} Enter such other order which wouid
be necessary 0 obtain compliance
with this regulation in the future by
any taxpayer found not be in substan-
tial compliance with the requirements
of this requlation.

37



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 of a state within the strictures
of Public Law B86-272. While the law prohibits
a state from applying its corporate income tax
to a taxpayer who has minimal contacts with the
state, it also establishes a standard by which a
state fremm which a sale is made may determine
whether the “"throwback rufe” applies. Any varia-
tion in the interpretation of that standard by
gither state can result in either overtaxation or
undertaxation with respect to the taxpayer
invalved. The MTC states decided to try to
resolve the problem for all 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 from time
to time to examine their practices as to their
application of nexus standards to out-ofstate
business organizations with respect to various
state taxes; and

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

WHEREAS, the four primary goals of the
Multistate Tax Compact are to (1) facilitate
proper determination of state and local tax
liability of muitistate taxpayers, including the
equitable apportionment of tax bases and settle-
ment of apportionment disputes; (2) promote
uniformity or compatibility in significant cam-
ponents of tax systems; (3) facilitate taxpayer
convenience and compliance in the fiiing of tax
returns and in other phases of tax administra-
tion; and (4) avoid duplicetive taxation; and

WHEREAS, the state members of the Com-
mission have earlier reviewed their practices
with regard to the application of nexus sten-
dards relating to sales and use taxation; and

WHEREAS, the state members of the Com-
mission now believe that it is in the best interest
of promating the four primary goals of the Com-
mission to describe generally their practices
with regard to Public Law 86-272 and state
income taxation; and

WHEREAS, the adoption of a document con-
taining such information describing the states’
practices under Public Law 86-272 is one
method by which to make generally available
such information relating to those practices;

NOW, THEREFORE, the Multistate Tax Com-
mission hereby resolves that a document to be
entitled “Information Concerning Practices of
Multistate Tax Commission States Under Public
l.aw 86.272" be pubiished by the tax adminis-
trators of the Multistate Jax Commissicn states
which impose a corporate income tax setting
forth information concerning the practices of
said states in applying Public Law 86272 to
varicus factual circumstances; and

BE T FURTHER RESOLVED, that any
member siate, if it so desires, may accepl, in
whoie or in part, said decument and may other-
wise dissent from any statements contained
therein, so that said document shall best refiect
the present practices of the states in applying
Public Law 86-272; and

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

BE IT FURTHER RESOLVED, that it is the
intent of this Resolution: (1) that the contemn-
plated document is to be informational only
concerning each state's practices in regacd to
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Public lLaw 86-272 and is not lo serve as a basis
upen which any person may rely as to a nexus
conclusion with respect to any particular set of
factual circumstances; and (2) that that person
should inquire of the particular state for infor-
mation as to that state's position concarning
that specific set of factual circumstances.
BEIT FURTHER RESOLVED, that the Unitor-
mity Cornmittee of the Mutistate Tax Commis-
sion place upon its agenda the issue of whether
to promuiyate a uniform regulation in this
regard tc be proposed for adoption by the
member states.
Dated this 21st day of June, 1985.
Multistate Tax Commission

Since that time, the MTC has developed an
Infornmation Statement aimed at clarifying state
positions as to what activities do and what activ-
ittes do not resull ir taxing jurisdiction under
Public Law 86272 At its 1986 Annual Meeting.
the Commiss-on approved a Resolution adopt-
ing a Statement of Information on the subject.
Fifteen of the MTC's sixteen member corporate
income tax states signed the Statement; and the
sixteenth appears to pe likely to apply the State-
ment in practice. Several other states hawve
already indicated a willingness to do so; and.
oricr to the MTC's act:on, Wisconsin had already
enacted a statute which substantially establishes
the practices set forth in the Staterrent. Follow-
ing is the text of the MTC Statement and of the
Resolution adnpting it:

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

Pursuant to Resolution 1985-4 adopted by the
Multistate Tax Commission on June 21, 1985,
a copy of which is at:ached hereto and incor
porated by 1eference herein, the tax administra-
tors of the following member states. by theis
signatures below, adopt this statement of "Infor
mation Concerning Practices of Multistate Tax
Commission States under Public Law 86-272.

Public Law 86.272. 15 {4 SC. 381385 (here-

after PL 86.272) restricts a state from impas-

ing a net income tax on income derived within
its borders from interstate commerce if the only
business activity of the taxpayer within the state
consists af the solicitation of orders for sales of
angible perscnal property, which orders are to
be sent outside the state for acceptance or rejec-
tion, and. if accepted. are filed by shipment or
delivery from a point cutside ths state. For the
purposes of this document the term “net
income tax’ shall alsc include a franchise tax
measured by net income. If any sales are made
into a state which is preciuded by P1. B6-272
from taxing the income of the seller, such sales
remain subject to throwhack to the appropriate
state which does have jurisdiction to impose its
nest income tax upon the income derived from
those sales.

It is the policy of the state signatories hereto
to impose their net income tax. subject to
legislative limitations, to the fullest extent con-
stitutionally cermissible. Therefare, it is also the
policy of those states to construe the provisions
of PL. 86-272 narrowly so as to apply that law
to only those limited circumstances clearly and
reasonably intended by Congress The follow-
ing informaticn reflects the signatory states’ cur-
remt practices with regard to (1} whether a par-
ticular factua) citcumstance is considered cither
immune or not immune from taxation by reason
of PL. 86-272; and (2) the jurisdictional stan-
dards which will apply to salcs made in another
signatory state for purpeses of appiying a throw-
back rule (if applicable) with respect to such
sales.

|
Nature of Property Being Soid

Only the sale of tangible personal property
is afforded immunity under PL. 86-272.
Therefore. the selling or providing of services,
and the seliing. leasing, renting, licensing or
other disposition of reai estate, personal prop-
ertv. intangibles or any other type of property
are not immune from taxation by reason of PL.
86-272. The definition of tangible personal
property for this pu-pose is that to be found
uncer each slates respective laws.
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Solicitation of Orders

For the in-state activity to be immune. it must
be [imited solely to solicitation (except for that
activity conducted by independent contractors
described in Section Ill below). If there is any
other activity unrefated to solicitation, the
immunity shall be lost. Examples of activities
presently treated by the signatory states {unless
ctherwise stated as an exception or addition} as
either non-immune or immune are as follows:

A. Non-Immune Activities:

The following in-state activities will cause
otherwise immune sales to lose their
immunity:

1

— Q0@ -l

— e

i2.

15.

16.

. Making repairs or providing mainte-

nance.

2. Collecting delinquent accounts.
3
4. Installation or

Investigating ciedit worthiness,
supervision of
installation.

. Conducting training courses, seminars

ar lectures.

. Providing engineering functions.

. Handling customer complaints.

. Approving or accepting orders.

. Repocssessing property.

. Securing deposits on sales.

. Picking up or replacing damaged or

returned property.
Hiring, training,
personnel.

or supervising

- Providing shipping information and

caordinating deliveries.

. Maintaining sample or display room in

excess of two weeks (14 days) during
the tax vear.

Carrying samples for sale, exchange or
disiribution in any manner for con-
sideration or other value.

Owning, leasing, maintaining or other-
wise using any of the following facili-
ties or property in-state:

a. Repair shop.

b. Parts department,

<. Purchasing office.

d. Employment office.

e. Warehouse.

f. Meeting place for directers, officers,
or employees.

a. Stock of goods.

h. Telephone answering service.

i. Mobile stores. i.e.. trucks with driver
salesmen.

j- Real property or fixtures of any
kind.

. Consigning tangible personal property

ta any person, including an indepen-
dent contractor.

. Maintaining, by either an in-state or an

out-of-state resident empioyee, of an
office ar place of business (in-home or
otherwise).

. Conducting any activity in addition to

those described in paragraph [LB.
below which is not an integral part of
the solicitation of orders.

B. immune Activities:

The following in-state activities will not
cause the loss of immunity for otherwise
immune sales:

]

2.

.Owning or

. Advertising campaigns incidental to

misstonary activities,

Carrying samples anly for display or
for distribution without charge or
other consideration.

furnishing autos to
salesmen.

. Passing inquiries and complaints cn to

haome office.

. Incidental and miner advertising, i.e.,

notice in newspaper that a salesman
will be in town at a certain time.

. Missionary sales activities.
. Checking of customers’ inventories

(for re-order. but not for other
purposes).
. Maintaining sample or display room

for two weeks {14 days) or less during
the tax year.

. Soliciting of sales by an in-state resi-

dent employee of the taxpayer; pro-
vided the employee maintains no in-
state sales office or place of business
(in-heme or otherwise).
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Independent Contractors

P.i. 80-272 provides immunity to certain in-
state activities if conducted by an independent
contractor that would not be aforded if perform-
ed by the taxpayer directly. Independent con-
tracters may engage in the following limited ac-
tivities in the state without the taxpayer's loss
of immunity:

1. Saliciting sales,
2. Making sales.
3. Maintaining a sales office.

Sales representatives who represent a single
principal are not considered ta be indepencent
contractors and are subject to the same limita-
t'ons as employees.

Maintenance of a stock of goods in the state
by the independent contractor under consign-
ment of any other type of arrangement with the
principal shall remove the immunity.

v
Miscellaneous Practices

A interstate Commerce.

The only activity in the state must be in
interstate commerce. If there is any other
activity {(except that described in 11.B. or
otherwise incidental to solicitation), then
the immunity shall be lost.

Requisites are:

1. Approval of the sales must be made
cutside the state {except for sales by
independent contractors).

2. Deliveries must be madc from a point
outside the sta‘e.

B. Incorporated

The immunity afforded by PL. 86-272 does
rot apply to any corporation incorporated
within the taxing state.

C. Service vs. Sale

Sales of services are not immune under
PL.8G-272. If a sale consists of a mixture
of tangible perscnal property and services,
the immunity shall be lost. Examples of
such mixture are:

i. Photegraphic development.

Z. Fabrication of customer’'s materials.

3. Installation of equipment.

4. Architectural and engincering

services,

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

WHEREAS. since the adoption of Public Law
86-272 by the (nited States Corgress. said law
has been the subject of varied administrative
and judicial interpretation; and

WHEREAS. in the interest of minimizing the
need for such litigation and in order to provide
ths taxpaying community with a more uniform
interpretation of Public Law 86-2/2 throughout
the scveral states; and

WHEREAS, the Muitistate Tax Commission
mermber states have jointly agreed to the inter-
pretation of Public Law 86-272 contained in the
document entitled “Information Concerning
Practices of the Multistate Tax Commission
States Under Public Law 862727 (attached
heteto) and deerr it spund state tax administra-
tion policy to provide the information contained
therein to the taxpaying community.

NOW., THERFFORE, BE IT RESOLVED that
the Muitistate Tax Commission recommencs to
its member states to which Public Law 86.272
applies. as wall as to those non-member states
interested in doing so. that they adopt and
publish said document so that the taxpaying
community may be betier informec as to the
present practices of the states regarding their
appiication of Public Law 86272
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Appendix F

Update on Adoption of MTC Regulations

(Survey—Updated August, 1986)

State Allgcation & Apportionment Railroad
Formally Informally Farmally Infarmally

Alabama Mo ™a Mo Nn
Alaska Yes Na No
Arizona e TN Mo
Arkansas Farlally Na Mo
California Yes Mo Na Yes!
Colorado Yes N e Na
Connecticut No N Mo Na
Delaware NO et My No
District of

Celumbia L] Fartally o Mo
Florica T Yoo Mo MNa
Georgia Mo No Mo Mo
Hawayi N : No ™Moy
idaho Yes jates Yes Mo
Hlinmis Partiatly Moy Mo e
[odiara No Response No Responsc
lcwa Mo MNo Mo [
Karsas Yes No MNo Mo
Kentuoky Na Mo No e
Lauiziana No Mo No Mg
Maine No No Me Na
Maryland Na MNa No [
Massachusetts No Ny Mo Mo
Michigan No Yeu Mo Mo
Minnesota Paitially Ye
Missaissippi Nao No No Mo
Missaun Ne Yoy Na M
Mantana Yes N o Ye.
Nebrasha Yes No Nao No
New Hampshire Mo Yes Mo No
MNew Jersey Ne Mo Mo Mo
New Mexica Yes No No Yes
New York No N Nao
MNorth Carolina No Mo No
MNorth Dakota Yes No
Ohio Moy No
Oklahoma [ N
Oregon Yy No
Pennsylvania No Mo
Rhaode |sland No Mo
South Caroling Mo Mo
Tennessee Mo Ne
Utah Yew No
Yermont o MNo
Yirginia Partially Mo
West Virginia iz Mo
Wisconsin Ne No

Airline
Formally Informally
Na ™
Mo T
~o Mo
Mo N
Mo Moy
No Mo
No M
Na Mo
Na Mo
N Mz
No M
Fiey Mo
Ty Miea
N [Tl
ey Haspornise
Ny Mo
Mo M
No N
e N
s N
NS Mo
No iy
N MNex
T faus
T Moy
™o Ne s
My Yeeq
hTE Fais
N Mo
~o ™o
NG Yes
oy MNa
N Ng
Ve Mo
s} Na
~g g
Yes Mo
Ma Mo
Mo No
Mo Na
No Nao
No M3
Mo Na
Mo No
MNo Mo
Mo Me

Cenlractor
Formally Informally
Nu No
Mg No
R Mo
Mo No
Viw No
e ! Mo
ATH No
MNe, Mo
Mo Mo
No No
No No
e 4
Yes No
No No
MNo Response
™o Na
Mo No
No Mo
Mo No
MNo MNo
Neo No
No MNo
Mar MNo
MNo No
No Mo
Mo Yes
No Yes
Mo MNo
No MNo
Ma Mo
Ng Yes
No Ng
Mo No
Nao Yos
Mo No
No Mo
Yes Mo
No Mo
No Mo
No Mo
No Mo
Yes No
No No
No No
Na No
No No

NOTE: Nevada. South Dehola, Texas, Washington and Wynming do net have a corperate mcome tax, Michigan has a single business lax

which uses a formula that only partially 1akes ncome into account

Hntend to adopt formally suon
2Substantially same

1But double weeykts the sales factor
“Pub hry held 12¢12/83. no acticn yet
*Subrmitten for approval.
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Appendix G

{Uniform Division of Income for
Tax Purposes Act (UDITPA) States'

(Revised August, 1986)

Alabama® Ceorgia’ Maine New Mexico South Carolina
Alaska? Hawaii* Massachusetts'? North Caralina Tennessee
Arizona Idaho Minnesota*! North Dakota Utah*
California tiinais Missourid1? Oklahoma'? Virginia
Colorado®® Indiana*8 Montana® Oregon West Virginia'®
District of Celumbia Kansas Mebraska® i3 Pennsylvania Wisconsin
Florida® Kentucky? New Hampshire'?

1. Some stales have farmally adopted UDITPA in fuli or in substantially complete form. Cthers have adopted
statutory provisions in such a way as to accomplish substantially the same effect as formal adoption, e.g.,
Oklahoma, West Virginia and Wisconsin. At least one state, Alabama, has accomplished the same result via
regulation.

2. Alabama’s corporate income tax stalute js vague on how the state is to determine what portion of a
corporation's income is to be attributed to the state for tax purposes. Cn September 6, 1947, the Alabama
legislature enacted the Multistate Tax Compact, which includes UDITPA, subject to congressional enaciment
of @ Multistate Tax Compact consent bill. On September 12, 1967, the Alabama Department of Revenue pro-
mulgated regulatiens which adopt the UDITPA provisions as the basis upon which to determine the amount
of a corporation’s income which is attributable to the state.

3 Alaska applies special formulas to taxpayers engaged in the transportation of oil or gas by pipeline in Alaska
and/or the production of cil or gas from a lease of property within Alaska.

4. This state adopted UDITPA by enacting the Multistate Tax Compact.

5. Colorado gives the taxpayer the option to use an alternative two-lactor sales and property formula

6. Florida enacted the Multistate Tax Compact in 1968 When it enacted its corporate income tax in 1971,
it deieted UDITPA from its statutes. Yet, its corporate income tax statute s substantially in accord with UDIT-
PA. Ficrida aives 50% weight to the sales factor.

7. Georgia's payroll and sales factors differ from those in UDITPA. but only siightly.

8. Indiana retained UDITPA when it withdrew from the Compact

9. Kentucky gives 507 weight to the sales factor for tax years which begin after July 31, 1985.

10. Massachusetts is included as a UDITPA slate becausc is closely foliows the UDITPA apportionment far-
mula. Massachusetts adopted the three-factor formula in 1920, and UDITPA codified that formula in 1957.
However, UDITPA adopted destination (rather than source as used in Massachusetts) for sales. conditioned upon
the seller's being subject to the taxing wrisdiction of the destination state. In 1966. Massachusetts changed
tn the destination basis, but subject Lo the current medification that no-nexus sales are Massachusetts sales
if they are not sold by salesmen based in a third state. {Unlike UDITPA, ali income including intangible income,
is includable in taxable net income wirh the exclusion of dividends received from corparatiens, but not from
corparate trusts as defined in M.G.L.C. 62, Sect | or from DISTs which are not wholly awned DISCs, in which
the receiving corporation owns 15% or more of the voting stock. Massachusetls gives 50% weight to sales on
a destination-only basis.

11. Minnesota gives the taxpayer the option to use an alternative three-factor formula which gives 70% weight
to sales on a destination-only basis.

i2. Missourt gives the laxpayer the option of using an alternative single-factor formula in which 50% of sales
are attributed on a destination basis and 5C% on an origin basis.

13. Nebraska retained UDITPA after withdrawing from the Compact.

14. Mew Hampshire's property factor differs somewhat from UDITPA

15. Oklahoma attributes income from oil, gas and lease operations on a “direct” basis.

16. West Virginia gives 5307% weight to the sales factor for tax vears ending after July 1, 1985
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Appendix H

Multistate Tax Commission
Compact Enactments

Member States

Effective Date

Withdrawal Date

Alaska July 1, 1970

Arkansas January i, 1968

California January 1, 1976

Colorado July 1, 1968

District of Columbia July 1, 1980

Fiorida August 4. 1967 June 30, 1976
Hawait May 7, 1968

ldaho April 10, 1968

Iinois August 4, 1967 August 29, 1975
Indiana July 1, 1871 June 30, 1977
Kansas August 4, 1967

Michigan July 1, 1970

Minnesota July 1, 1982

Missouri October 13, 1967

Montana July 1, 1969

Nebraska October 23, 1967 June 30, 1985
Nevada August 4, 1967 June 30, 1981

New Mexico

August 4, 1967

North Dakota July 1, 1969

Oregon September 13, 1967

South Dakola July 1, 1876

Texas August 4, 1967

Utah May 13, 1969

Washington August 4, 1967

West Virginia July 1, 1980 June 30, 1985
Wyoming January 24, 1969 May 27, 1977
Associate

Member States Effective Date Withdrawal Date
Alabama* October 17, 1967

Alaska June 7, 1968 To Fuil Member
Arizona June 7, 1968

Arkansas October 17, 1967 To Full Member
California January 23, 1968 To Full Member
Colorado January 23, 1968 Te Full Member
Georgia June 11, 1971

Hawaii January 23, 1968 To Full Member
[daho October 17, 1967 To Full Member
Indiana January 23, 1968 To Full Member
Louisiana October 27, 1969

Maryland July 27, 1970

Massachusetts January 23, 1968

Michigan November 19, 1968 To Full Member
Minnesota January 26, 1971 To Full Member
Montana January 23, 1968 To Full Member
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Associate

Member States

{(continued)

MNew Jersey
New York
North Dakota
Onio
Oklahoma
Pennsylvania
South Dakota

Effective Date

October 14, 1970
Qctober 27, 1969
January 23, 1968
June 11, 1971

June 25, 1964

January 23, 1968
October 27, 1969

Withdrawal Date

March 9, 1971
To Full Member

March |, 1977

To Full Member

Tennessce June 20, 1969

titah January 23, 1958 To Full Member
Virginia October 27, 1969 FY 75/76

West Virginia June 7. 1968 To Full Member
Wyoming Cctober 17, 1967 To Full Member

*Compact enacted in Alabama bul not effective unless and untit the US Congress enacts legisla
Lion specitically ¢iving its consent fur (he States Lo ener into this Compact

o 'ASSOCIATE
7777/ MEMBER
DA

MEMBER

O Oy
e

ol _/,;/';,;//'/
i A A,
i
Qi
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MTC EXPENSES
1985/1986

ADMINISTRATION (14.2%)

LEGAL (17.9%)

AUDIT (62.5%)

LEGISLATIVE (5.3%)
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HODE,

EAsyrars UFpecr UFSILER Ronald H. Rhode, CPA
CRIPTER 1690 TiRTY-E1HTH STREET Larry L Seripter, CPA

& i o
R = BOCLOER, ook 80301 Fatricia M Nielsea, CPA
£\ SSOCIATES P et
A, W. Schone, CPA. Retired

CERTIFIED PUBLIC ACCOUNTANTS

Executive Committee
Multistare Tax Commission
Boulder, Colaradn

We nave examined the balance sheer of Muli:iotate Tix ComAissLon as of June 30,
1336 and 1985, and the valated statements of revenuss ang expenses, changes in
fund balance and chdanges in financlial posizisn tor tre vyears then ended. Qur
eXAMLNATIANS Wers nade 1n accordancs witn e pred auditing stand-
ards and, aceording.y, included such tests ot the scoounting records and such
other auditing procedures as we considired awcessary on the cirTumstances.

arraliy danye

In our cplnlion, the firanc:al statements rerearraed to akove present fairly the
fipancial position of Multistate Tax Cimmrscacn 4t June 30, 1946 and 1985, and
the resu.rs of Lts »sperarisns, changes 1n furd halaose, and changes in finan-
cral position for the years then ended in conrorricy with generally accepred
accounting principles applied on a Conyistent Dasis.

Hhpde, Ao pdtar @ A i atiar

September 19, 1986




Appendix I

Multistate Tax Commission
Balance Sheet

MULTISTATE Tad COMMISIION

BALANCE SHFET
June 30, 198b and 1385

ASRETS
\RELY 19385
CURRENT ASSETS
Cash (including certificates of deposit of
5544,533 and $304,000 in 1986 and 1985
respectively) s 629,922 5 351,434
Acconnts receivable--members 32,4300 B%,045
Accounts receivable--nther 8 83,280
Accrued lnterest rerceivable 9,400 _—
Receivable from terminatiaon of pensieon plan--Hote 2 299,%23
TOTAL CURREHT ASSETS e eseanavtinnnens Trtirteranrans 9’0,2%1 523,759
PROPERTY ANL EQUIPHENT - Hote 3
Office Ffurniture and equipment 242,003 239,4M
Leasenoid inpravemants _..2.235 2,235
234,238 217,726
Less:  Afcumulated depreciation and amortizat:iun 144,026 91,286
ToTAL PROPERTY AND EQUIPMENT.eee v enrtererarnans 104,292 146,440
COTHER ANSETS
pecse account advances 4,5M) 3,700
DeposiLts 2,696 2,696
Prepaid pension costs-~Note 2 69,098
TOTAL OTHER ASSETS.cursrenravimennrttssttismnoons 7,136 75,494
TOTAL ASSETSeucntnstasnsansasaasansonnnrvssvarars 51,077,681 5 745,693
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LIABRILITIER AND FURD BALANCE

CURREMT LIABILITIES
accounts payabla
ARccrued vacation pay
Payrall taxes payabnle
Deferred assessnents and audit reimbursameats
Current portion of long-term dept

TOTEL CURREMT LIARILITIES v v i s attisntnansar s

LUnG-TERY DEYT
Note payvable--X

Less: CZurrenc g

MOTERL LOMC-IREY DT e o et va s ma v v i st

FUND BALARUD--FExhlbit o
Unappropriste: fand nalanca
Apprapriated fand pelanoe--lote B

TOTAL

TOTAL ZIARNMILLT AND FLED BALMHL F . aas v vaernan

Exhibit A

1986 1585

5 10,875 § 44,147

80,866 81,499
14,475 12,778

- 5,656
10,624 9,012

116,640 153,093

49,140 58,210
10,624 5,013

18,555 49,197

BL4, 750 525,402
117,716 14,204

922,485 543,403

51,077,681 5 745,693

$me dcrccmpanying motes to finantial statements.




Exhibit 8

MILTISTATE TAX COMMISSION

STATSMENT OF REVENUE AND EXPENSES
for the years ended June 30, 13do and 1995

UCNAPPRIPRIATED FUNDS

| 186 1985
REVENUES
Assessments S1,647,419  $1,469,216
Interest 64,294 53,467
Other revenue:
Legal administrative 25,000 25,000
Miscellaneocus 2,112 _——
Gain on sale of property and equipment -—- 2,395
TOTAL REVENUE .« . vttt iurunrtitavsiacanaaacaannnea 1,780,329 1,550,078
EXPENSES
Accounting 8,534 8,000
Bonds and insurance 5,231 4,989
Conferences 12,295 (1,29%)
Consulting fees 134,331
Depreciation and amartizatlion 52,720 41,900
Employee benellls 46,063 75,017
Interest expensse 3,922 2,530
Lenal and legal sugport 2,088 7,613
Miscellaneons 12, 50 11,892
Office supplies 12,24 11,3553
Fension plan and retirenent provision G0,03122 145,046
Postaqge 9,77 10,41
Printing and dupliuzating 17,923 21,559
Fuiiications 12,409 3,188
Rent 98,9137 82,827
Repairs and maintenance 10,565 5,953
s5alaries 1,070,692 935,678
Telephone 27,834 27,464
Travel 73,072 61,378
Utrlitcies 1,19% 1,236
TOTAL EXFENSES cvevenannann. rrratarrrras At aras 1,731,883 1.597,080
EXCESS (DEFICIENCY; QF REVENUE OVER KEXPENZEZ
BEFORE EXTRAORDINARY ITEMeavevrsnnnscrvrronenrnonn B 3,942 § (47,002}
Extracrdinary Item - Galn on fterminart:on of
pension plan--tNote 2 237,429 —_

EXCESS (DEFICIENCY) OF REVENUE OVER EXPENSES.vieaenss, $ 279,367 5 {(47,002)

See accompanying notes to financial statenents,
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MULTISTATE TAX COMMISSION

STATEMENT OF REVENUF AND EXDENSES
for the years ended June 30, 1946 and 1985

APPROPRIATAN FRNDS

Exhikit ¢

Puhlications Halional
and Bellas= Review
Serinars Hess = Subscriptions Total
198+

PEVEMUES
publications & seninar sales $h,R7% E -— B - 5 6,478
Cortributions 37,522 -—— 97,520
Subseriptions - —--- _10,8K7 10,847

TOTAL REVENUE. s, eavevenersras 6,870 37.4520 13,487 F1h,263
SXPENSES
rublications & seminars 7,264 .- - == 7,260
Travel -—— 78 —— 476
frinting and postage == -—= 7632 7,832

TOTAL EXPENSES.oveeersvanses. 1,260 _ a7g 7,912 15,568
EXCESS (DEFICIENCY; OF
REVENUES OVER EXPENSES-vsveraaa. 5_[284] §37,744 i 3,055 S 99,715

1935

REVENIIES
pablications & seminar Sales.... §1,213 3 -—— 3 - 5 1,213
FXPENSES
Publicazions & seminar sales.... I - _— 300
EXCESS OF REVENUES OVER
ENPENSESs e avovnernnnn cearierass 8913 5 —a- - s 913

See azrtompanying notes to financial statements.




MULTISTATE TAX COMMISS10M

STATEMENT DF CHENGES It TUNMD SALANCE
For the years ended June 30,

Unappropriatec Funad
Balance

1986 and 1985

Approgriated Fund

Exhibit D

Balance

1786 | 98S
FUND BALANCE--Beginning of year ......... 5525,422 5%572,404

Excess (deficiency) of revenue over
expensas--Exhibits B and C 277,167 (47,9000

TUND BALANCE--gnd of year ... .ainoonn SAN4, TR

See accompanying notes to financial statements,

AELL 1985

3

16,001 317,088

99,715 913

71 $18,001
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MOLTISTATE TAX COMMLSSION

STATEMENT OF CHANGES IN FINANCIAL POSITION

For the years ended June 33, 1986 and

WORKING CAPITAL PROVIDED BY:
Operations

Excess (deficiency) of revenuc over expenses
before extracrdinary item

Add:

Charqes not raguiring the use of workairg
capital:
Depreciation and amortization
Gain on sale of property and eguipment
Working Capital provided by {used
in) pperations before extracrdinary iten

Fxtraordinary Item

Froceeds
Lecrease
Proceeds
Decrease

TOTAL

Working Capital provided by (used in
cperations

from issuance of long-term debt

in exXpenss ACCounc advanges

from sals of preperty and eguipnent

in prepaid pension costs

PROVIDED 4 o ouwrorrcrrenrrarsanratonnrenns

WORKING CAPITAL APPLIED TO:

Purchase
Incredse
Increase

of property and eguapment
in expense account advances
in deposits

Payment ard reclassification af long-term dapbt

ToTAL

APPLIED i uireavanarosnnnarrasvraitnnsaatraneans

INCREASE (OECBREASEY 1IN WORKING CAPITAL cevesncessceinnnnnas

CHANGES IN WCRKING CAPITAL COMPONENTS

Incredse
Cash

(decreasel in rcurrent assets:

ACcounts receivable--members

Accounts receivahe--other

Accrued interest receivable

Receivable fronm termination of pensicn plan

Decrease

{increase] ln current liabilitries:

Accounts payable
Accrued vacaticn pay

Payrall taxes payabhle
Deferrod assessments and audit reimbursements
Current portion of long-term debt

INCREASE {(DECREASEZ) IN WORKING CAPITAL <vsecavocaavisannnss

See accompanying notes to financial statements,

HAS

Exhibit E

1386 1985
1AM, 657 5 (46,089)
52,720 41,900

== (2,395)
101,377 (6,594}
230,425 [
431,802 (6,584)

- 58, 210

—— 2,300

-—- 23,962

69,098 -—
50,900 77,888
6,512 109,028
400 -—=

-—- 1,000
10,641 32,047
17,953 142,075
54B2,947 $ (64,187)
5278,488  § (49,56%)
{56,645} 13,553
{83,272) 20,843
8,400 (1,01
299,523 —_—
446,494 (16,381)
13,472 {24,615}
633 {13,390}
(1,697} (1,875}
5,658 {5,656)
(1,611) (2,470)
36,453 148, 006)
5482,347 3 (64,187)
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NOTE 1

NOTE 2

MULTISTATE TAX COMMISSION

NCTES T0Q FINANCIAL STATEMENTS
June 37, 1986

- SUMMARY OF SIGNIFICAUT ACCIUNTING POLICLIES

The Multistate Tax Commission was organized in 1867, It was estab=
lished under the Multistate Tax Compact, which by its ta2rms, bHecame
effective August 4, 1967. The basic objective of the “"Compact" and,
accordingly, the Commission 1is to provide solutions and additional
facilities for dealing with state taxing probleps related to multi-
state buslness,

Method of Az=zounting

The Commission follows the acecrual method of accgunting Wwhereby as~

sessment revenue 1§ recognized in rthe ftlscal year oY assessment., Con-

tributions by states for specific purposes are recaynized as 1ncome
during the year of receipt. ®Other revenue 15 recognized as 1t 1s
earned, EXpenses are recognized as they are incurred.

Property and Eguipment

all property and equipment 15 stated at cost and denreciated using
straight-line ang aceeieratesd nethods over the estinared useful lives
of the assers which range from 3 o B yvears.

- PENSION PLAN

The Commission had a defined benefi- pension plan covering substans
tially all of its employees. The total pension =xpense for the years
ended June 30, 1986 and 1985 was 3$90,%22 and 5143,046, respectively.
The Commission's policy is to fund pension —gsts as accrued. Ef-
factive June 30, 1986, the Commission taerminated the defined benpefit

pension plaa and adopted a defined contr:ibution plan to be funded at a
rate of twelve percent of each vested individual's annual salary. The

actuarial value of the plan's assets as of June 310, 1986 was
51,235,696, which exceeded the lump sum benefits payable of §916,173

by $299,523. Berause $63,0098 nad previously been reccognized as a pre-

paid pension cost, the extraordinary gain on the termination of the
defined benefit pension plan was $23C,425. The entire amount of the
overpayment will be refunded to the Commiss:ion.
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MULTISTATE TAX COMMISSION

NOTES 10 FINANCIAL STATEMENTS {Continued)
June 39, 1986

NOTZ 1 - HCOTE PAYAREBLE

Note payable at June 30, 1986 was as follows:

Turrant Long=Texm Total
Manufacturer--7.9% installnert note,
collateralized by related eguipment,
payable in monthly 1nstallments of
1.177-.47, including inreress, with
fipal payment due July, 1990, 30,674 3 318,5%e § 49,180

The minimurm scheduled note payments remaining at Jure 310, 1986 are as
follows:

Fiscal Year Fnded

1387 EER TR D]

1948 L D

1583 4,130

VN0 14,130

1391 SN TR

TOTAL NOLA LUYTENLS o ivrinanaarnnana. 57,000
Interast ncladed in payments [d,51m)

TOTBL wuiwuvasmnvassrsacsssrsrrasss 5 Vi 1BD
NOTE ¢ -~ COMMITHMENTS

The Commission rents 1ty privary SEfron facilities in Boulder, Colorade,
and cther cifice faci.in:es in New York and Illinoirs under lease agree-
ments With Lerms exprrfing on waricus dates through Saprember 30, 1991,
These leases provide for the folliowing mlnimum annual rentals exclusive
of utility charges and certa:n escalatlan chary

Fiscal Year Ended Minimum Aprnual Pental
June 30, 1987 33,512
June 10, 1984 98,307
Juna 33, 1389 87,094
June 10, 1930 53,0590
June 30, 199 47,724
Subsequent years _ngill

TOTAL o .uctaassntcnssnrassiastnssrssaa SJQJ.‘LQ
The leases include certain escalaticnt charges based on various factors
includiny wage aindex, utility, operating and property tax increases
from a base year. Rent expense for the year ended June 30, 1986 and
1985 was $98,937 and 582,827, respectively.




HOTE &

NOTE 6

MULTISTATE TAX COMMISSION

EQ?ES TO FIWANCTIAL STATIMENTS (Con=inucd)
30, 1986

i

L

June

F TAXES

In the opinton of legal dounsel, +ne Commiss.on s -xempt from Federal
income taxes a5 well as from other Federal taxes 4s An organisfation of
a group »f States of as an Lnstrumentality of those 3rates, Therefore,
no provision has been made 10 the finpancial srcatements tor Federal in-
come taxes,

APPROPRIATED FUKND BALANCE

In 1951, the Executlve Committee of the Hultistate Tax Commission es-—
tablisped a revolvinyg fund finanzed through fne net lncome from publa-
cations and seminars to be used to pramote asdarional seminars and pub-
lications of additiopal works. During rhe year crded June 30, 1986,

the Executlive Conpittes set up the Hational Qellas hess and bhe review
subscription revelving funds, 7The nec 1ncore gqenerated trom the
National Beilas Hess program 13 Co by used o Subport vducation, lob-
bying and legal expenses related to rne tatisnsl Hellas Hess case.  The
net proceeds from the vewview Sunscriptions are U5 b oused 16 cover
future printing and postage custs ©or LChe punliciarion.
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