From: Yesnowitz, Jamie
Sent: Friday, March 2, 2018 3:57 PM
To: Helen Hecht
Subject: MTC -- comments on Proposed Reg. IV.18(c)

Hi Helen – it was good seeing you and the rest of the MTC team last week at the public hearing covering proposed regs.
IV.18(c) and (d). Per your request, I wanted to email you the comments on proposed reg. IV.18(c) that I raised at the
hearing. I am sorry for the delay on this, as I wanted to inform my SALT leadership team about the issue first. Please let
me know if you have any questions.








It is not surprising that the issues in this regulation needed to be addressed, given the growing need to consider
how to treat situations under which income included in a state income tax base is not reflected in the
apportionment factor.
We appreciate the use of specific examples to show how Reg. IV.18(c) is intended to work.
To fix what appears to be a typographical error, the word “proceeding” should be replaced by “preceding” in
Reg. IV.18.(c)(3)(B).1 and .2.
At the hearing, in Reg. IV.18(c)(3)(B), with respect to the treatment of gains from the disposition of stock versus
the disposition of assets, we requested clarification regarding when gains from transactions would be classified
as stock sales versus asset sales. From the MTC’s response at the hearing, we wanted to confirm that the model
regulation intends to rely on state‐specific definitions of what constitutes a stock sale versus an asset sale.
While it is understandable that the MTC wants to apply a sourcing rule for virtually every type of situation in
which a receipt could otherwise be excluded from consideration in a taxpayer’s sales factor, there may be
fairness and/or constitutional concerns with an approach that substantially increases a taxpayer’s
apportionment factor in a state solely based on the activities of related‐party businesses, or incidental
membership in a state combined or federal consolidated group.

Jamie Yesnowitz | Principal, SALT -- National Tax Office Leader
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