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Executive Director's Report 
New Times, New Challengcts 
Federal Policy's Effect 
on States 

The new national philosophy of shiing 
various activities and responsibilities back to 
the states has created great problems fw the 
states, not the least of which is a decline in 
revenues. Revenues are being threatened not 
mly  by the recession but by federal corporate 
tax law changes. The federal tax changes 
have a direct effect upon states which, in an 
effon to improve uniformity and administra- 
tive efficiency, have tied their tax bases to the 
federal tax base. 

The drastic federal tax changes produced 
by Congress in two successive years have 
given those states cause to wonder whether it 
Is wise to continue such ties. Many of them 
already have enacted legislation aimed at 
"decoupling" from the federai tax law in one 
way or another. Of special concern is the new 
federai accelerated cost recovery system 
(ACRSI. which includes special tax advan- 
tages for safe harbor leases (SHCs). To date, 
attempts to fend off the effects of ACRS 
adlor  SHL's have been varied. The Multistate 
Tax Commission has devoted substantial time 
and effort to developing recommendations 
concerning SHL's. It will hdd a workshop on 
the subject in early December. 

Supreme Court Discourages 
Piggybacking 

Meanwhile, the O.S. Supreme Court dealt n 
blow to the idea that a state can adopt the 
feder31 tax hdsc without making special ad- 
justments. In F. W. Woolworth Co. u. Taxalton 
and Rer:t:nue Ceparlrnenl ollhe Slate of Nt:w 
i'lerico, !Yo. 80-1 745 (June 29. 1982), the 
Court ruled that a state cannot "gross up" 

dividends; it cannot include in its appottion. 
able base the full amount of the net inccme 
wl: of which dividends were paid by fm ign  
co~porations, i.e. before payment of foreign 
taxes. The Internal Revenue Code allows 
such gross up at the taxpayer's option; but 
the advantage of the option for federal tax 
purposes is that it also allows the taxpayer to 
lake a credit against its federel income tax for 
foreign income taxes paid on that income. No 
such advantage accrues to the taxpa):er for 
slate tax purposes. This ruling had the &fed 
of demonstrating the questionable merit of 
trying to tie a state coprate  income tax 
sy:itern to that of the US. Government. The 
sy!jtems are different in nature and often are 
different in purpose. Fortunately, the ruling 
on gross up affected only a very fw states. 
Nore far-reaching were other as- of the 
WxluaHh case, coupled with another ded. 
sicm of the same day. 

Supreme Court Requires 
Full Substantiation of Unities 

In ASARCO incorporated et d. o. Idaho 
Stale Tax Commission. No. 80-2015 (June 
25. 1981) and Woolwonh, the Court estab- 
lished challenges which have the effect of 
emphasizing the need for greater and more 
eatensive cooperation among the states in 
administering their corparate income tax 
la us, Indeed, the decisions already appear to 
have brought the states closer together in 
philosophy than has previously been the 
ccise. The MulWate Tax Commission hopes 
ttat this presages increased support of, and 
participation in, its elforts by all states. 



The likelthood ot that's happening was 
bolstered by the participation of 34 states, 
the National Govcrnors' Association. the 
National Association of T a x  Administrators. 
and the Western Stales Associiition c i  'Tax 
Administrators in  a Petitton for Rehearing and 
a supporting arnicus brief which was sub. 
mit l rd to the Suprenie Court. Even though 
the Court rejected the Petition and Brief. the 
nature of the interaction and crmneration was 
stgnificant. 

The effect of the decisions is to reauire a 
state auditor to obtain much more inforkt ion 
from the taxpayer than has been the general 
practice in the past. Thus. the Supreme Coun 
has given strong affirmation to a stance which 
the MTC has taken for several years. The 
Commission earlier litigated the matter with 
Merck in the Oregon Supreme Court: 'The 
Court ordered Mwck to supply the requested 
information, including corporate minutes. 
and to make officers available for interviews 
as. needed. Muftislate Tax Commission u. 
Merck. 289 Ore. 707 (1980). A decision is 
currently pendlng in a similar litigation effort 
againvt Dow Chemical Co. Mullistalc Tax 
G~mrnission el al, u. Dow Ctiernical Co.. 
Ole. TCX1835. 

At  issue in these cases has been the right to 
have access to documents such as corporate 
miwtes, committee minutes arid key person- 
nel tor the purpose of determining the extent 
and nature of relationships between parerits 
and substdiary arid affiliated corpotations. 
The nerd to obtain such informatiori was 
emphasized by the ASAHCO and W o d i i ~ o ~ t l ~  
decisions. The gist of those decisions is thal 
dividends received by a parent from a subsi- 
diary cannot he included in the parmt's 
apportionable income unless there is a suffi. 
cient rdationship between the activities of the 
subsidiary arid the business ot the pdrcnt. 
Any auditor wiii have ro dig deep in order lo  
appraise such relationships adequatelv. 

possible Legislative Response 
Meanwhile. Governor John Evans ol Idaho 

hns suggested that it is time for the states l o  
ask Congres to act. He would request con. 
structive lt~gislntion which would promote 
uniforriiity and fairrwss in stale laxation of 
interstate comnierce: which would ensure 
that all of the income of interstate business 
would be attributed arnong the states in 
which the business is operated, His objective 
is to enable the states to reach "nowhere" in. 
come. which now is, as a practical matter, 
beyond the lax reach of any state. 

Other Supreme Court 
Cases Pending 

In June, the Supreme court set over lor a 
rehearing In the October 1982 term, a case 
which it had heard in April i n  tandem with 
ASARCO and Woulworlh. In CRI L!. Cater- 
pillar Traclor Cr,.. e! dl, Docket No. 81.349. 
the Court had before it lor the fimt tinie a 
question as to the right of a state to require or 
of a taxpayer to demand that combination be 
applied to a multicorporate unitary business. 
While the Caiifornia Supreme Court had up. 
held such a combination in Edi.sori Call/ornia 
Stores o. McColyan, 30 Cal. 2d 472, in 
1947. 1neL1.S. Supreme Court has neier liad 
SLICI? il case before i t .  

It now has pending a second rnulticorporate 
co~nbir>aticn case, 1:iat of Curtldincr Corpora- 
!ion of ,4rnelicd ,:. Cdllfr)r!lia fiarlchise 7d.r: 
1 3 . .  Docket No. 81.5;.!3. which is to be 
heard during the October term. In the Cf31 
(a%:; Cateryiliar has proved up the tactual 
basis upon which it claims the rig!it to employ 
a woridwiJe cotiihincd repurr In 'tie Con- 
!airli:r case. the taxpayel is maintairi~r~g that 
California has not established a factual record 
silfliciortt to support a <:lairti :hat :air and 
rrasonabir tax rt:su!ts have been pmciured by 



a multtcorporate worldwide combination as 
appi~ed to Contdiner and its affii~ates. The 
manner in which the Court decides that case 
may well determine the outcome of the CDI 
case and of the combinatton concept in 
general 

MTC Litigation 
After the Ninth Circuit Court of Appeals, in 

OCtokr o i  1981, upheld the right of the 
MTC to perform a joint audit of US. Steel, In 
m u .  Irrlcrnational Haruester, U.S. Steel, et 
ai, No. 80.3357, the Commission sought to 
complete the nudil. The remaining informa 
tion needed pertained primarily to the deter- 
mination of the pdrameters of the taxpayer's 
business. (1,s. Steel refused to divulge the 
requested information, maintaining that the 
participating states had. by issuing jeopardy 
assessments to protect themselves against 
the expiration of statutes of limitations which 
US. Steel refused to waive, lorfeited the right 
to obtaln any lunher information. The MTC 
asked the Boise federal judge to enforce his 
prior order, which had k e n  affirmed by the 
Court of Appeais. In March. the Boise court 
dismissed the case without ruling on any of 
:he mattes before it. ruling that no case or 
controversy remained before it. The MTC has 
appealed that dclion bark to the Court of 
Appeals. 

Other Lltigation 
Also in i'*arch. the  Kansas Supreme Court 

disrnisscrl ,In &ion in which Kansas sought 
to require the use of combination. In that case, 
Ofpivfmml of Wweru:c u. Doui Chemirai Co. 
Nn. 53.382, the court ruled that no case or 
controversy eaistcd. The Department's re- 
quest for rehearing was denied The Depart. 
men1 ?hen arcumyli~hed its objectwe, how. 
eter, when Dow aijsced :c comply &ith the 

Department's requirement that it file its 
returns on a combination basis. 

Committees 
Tile state members of the Audit Commit& 

have continued to wwk closely with the audit 
mwager in expediting the process of selecting 
and performing audits. Through the Uniform 
ity Committee, the states work with MTC per. 
sonnet to seek out ways of treating like prob. 
km:r in like manner. One 1982 result was the 
submission to the Commission of a Propwed 
Airline Regulation for approval. At its annual 
meeting, the Cornmission decided to hold a 
healing on the nylulation. That will aflord 
both airline personnel and state personnel an 
cppxtunity to review further, and to comment 
upon, the proposal before the Commission 
takes action on it. That hearing has been set 
for December 6 in Denver. 

During the year a meeting of the Gas and 
Oil ?oyalties and Severance Tax Task Force 
ako took place. The consensus at the end of 
that meeting was that the field currently pro- 
vides minimal opportunity for constructive 
intestate cooperation of a type to which the 
Conimission could make a significant contri. 
buthn. The Commission will monitor develop. 
merits with a willingnes to be involved 
whenever it can be of service to the states and 
the business community in the oil and gas 
fiiltl. 

A newly created Tax Consistency Task 
Force met on four different wcasions during 
the year. The group consists of a small 
nurnber of business representatives and tax 
administrators. The Task Force has estab- 
lished the following as its Objective and its 
Strategy: 

'3BJECTIVE: To provide reasonable awur- 
mces that any div:sion of income of a multi- 
state taxpayer for state income tax purposes 



cordance with the a p  
and profeduro, Fairly 

2. DevelopLhespecifkyroposalsfixattain. 
ing the objectwe within che framework 
d the foregoing banc concepb. 

It ismrrentiy consMEling how best to unple- 
ment the strattsy. i t  has devoted a sulrutantial 
amount of attention to 4 i  a means of 
achieving un~fomuty in state tax treatment of 
safe harbor leases. The C o m m h o n  is plan. 
ning a m l ~ r I P I M k s h o p  on h t  subUbjeCt in 
December. 

htblIcations 
In Jenuary, the Cornmissin published the 

1982 Handhook of Unitary Business Income 
Tax M a f e W  Consisting d citations cd needy 
150 EmpaDtn! interstate tax cases, a 1  anno- 
tated outline of the dwetoprnent of state ox. 
pomte income tax practices and procedures, 
summary briefs of key interstate (a, cases, 
and pcNnent aNcks and matedals, the book 
has proven to be s valuable resource for state 
tnx personnel. A 1981 edition had been 
p u b i i d  previously. Supplies of both 8edttions 
have been exhausted. 

TheComnussioncond~cteda two day aud~c 
seminar in Boulder in Janwry. Personnel fwm 
Deloltle. H&JM t Sells particpaled aten. 
dvely in the pre%!iLation. contrtbulma 
sign&ntly tot& success ot the program " 

In May, Ihe Commission conducted a three. 
day aud:t-led wrninarlwor~shop on the 
unitary business mnce 
workshop 
proved to 
audience partklpabon in thi lw&cs of &ter 
miniw hw besl to ~mviement the orindole 

Pendin 

states. However 

bst some of the support which 
198 1. It IS to be hoped 
arowlnq recognition of 
kstrictkns u&d not enhance untformity w 
Compatabi'lty in interrtnte taxation. Only 
legislation which does have 
expect ever to receive broad 
the states. 



Staff Members 
Executive Director 
Eugene F. Corre&pn became the Commb. 
d m ' s  Rlst staff member m 1969, after resign- 

& posttion as &ref cwnsel of the lllinoti 
Depsrtment of Revenue's Chicago &rce His 
' r erpenence induded three years as a 
rs, Roebuck tax attorney and ten years 

with the Illinois Department of Revenue. Dur- 
ing the mid-sixttes, he was also a partner in 
Llle Chicago law firm olstradford, Lafontant, 
Fkher C Conigan. He is a graduate of Prim- 
ton Unwersity and of John Marshall Law 
S c h d  of Chicago. He offices at the Commb 
don's headquarters in Boulder, Colorado. 

Chief Counsel 
William D. Dexter was an assistant attorney 
gemal in Mkhlgan's Tmasury Department 
and, subsequently, in the Washington Depert. 
men1 of Revenue before becoming the Multi- 
state Tax Commission's General Counsel in 
1975. His flnt MTC assignment was to expe- 
dite the then languishing case of U.S. S 4  et 
a& L,. Midfist& Tar Cornmisdon. et a1 He 
pursued that case to early fruition in Lhe U.S. 
Supreme Court. MranwWe, he won the Hertz 
case in the Washington Supreme Court He 
has participated in innumerable other cases on 
behal of the ComrnWon and states in both 
federal and state cwrts at aU levels thmughout 
the land. He had aiso been of cwnsel to 
numerous stale legal staffs concerning a vane. 
ty of state and local tax matters. 

Audit Manager 
Eugene 8. Fischer pined the Multistate Tax 
Commission ir i  March. I98 1 .  He is a graduate 
of the Baruch School of (he City College of 
New Yoric and the Brooklyn Law School. A 
certiiied public accountant and a member of 
the New York Slate Bar. he sewed as Director 

of Taxes at North American Philips, Inc. for 
three years. Later, after three years in privete 
CPA ~ractice, he rejoined the Philips corpor. 
ate famrly as chief tax ofker of Pdygram 
Corporation, a position which he held for SIX 
years. 

Audit Committee 
Robert Kessel, Chairman (Alaska) 
Robert Summers (California) 
Frank Beckwith (Colorado) 
Thomas Sheridan (Kansas) 
Orcar Quoidbach (Oregon) 
Larry Crawford (Texas) 

Uniformity Committee 
Hcmce Gailey, Chairman (Utah) 
Jchn Mintken (Alaska) 
Everett Leath (Arkansas) 
Kendall Kinyon (California) 
Ted V. Middle (Cdwado) 
TOmota~ Ogai (Hawaii) 
Frank Medlin (Idaho) 
Tom Sheridan (Kansas) 
Ftrd Lynch (Michigan) 
Edward Molotsky (Nissouril 
Jerry Foster (Montana) 
Jack Sexton (Nebraska) 
Manny Gallegos (New Mexico) 
Harold Aldinger (North Dakota) 
Cscar Quoidbach (Oregon) 
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NRRRIT LIABILlTIES 
Lccovnta payable 
iccrued vacation pay-mte 9 
~ a y r u l l  caxes payable 
APEe48DentS and audit rembursemenrs 

~ u l l e s t e d  m advance 
current portion of long-term debt 

TOT- 2"-T LIABILITIZJ ..................... (111015 
LONG-TEFM DE6T 

Oblrgationa under c a p ~ t a l  leases--tiore 2 62.534 
Note p.yahle--Nate 5 6.511 

69.045 
~ese: cvrrent portion a 

TOTAL LONG-TEPJl DEBT ........................... 35.797 



E x h i b i t  B 

IIIIITISTATE TAX COMMISSION 

S T I T W T S  OF CHANCES I N  FUND BNANCE 
POT the yearn ended June 3 0 ,  ,982 and 1981 

1982 1981 

MiD BIW1CE--Beginning of year .................... $ 154.919 $ 57,351 

Excess of rarenus over expense.-- 
E x h i b i t  C 123,865 97,568 

Rnm BLLWCE--End of year .......................... $ 278,784 $ 154,919 



MULTISTATE TAX COMISSION 

STITEILENTS OF KZVRWE AND EXPENSES 
For the years ended June 30, 1982 nnd 1981 

EXCESS OF - W E  OVER U P M S E S  BEFORE LOSS ......... 123,865 

N E I  EXCESS OF RFYRNE OVER EXPENSES ................. 5 123,865 



exhibit D 

MILTISTATE T U  COIV1ISSION 

S T I I T W M T S  OF CXINGES I N  FINANCIAL POSITION 
par the years ended ~ u n e  ID, 1982 m d  1981 

1982 1981 
~ 3 x 1 ~ ~  CAPITAL P m I u r n  BY: 

operations: 
excess of revenme over expenses $ 123,865 1 97,568 
Ada: C h a r p .  no* r.quir*ng the ues of "orking 

capital: 
~epraciation and anortiration 17,274 06,449 
~ e t  b m k  value of property and equipment *old 2,395 8,743 
Net m k  valve of capital lease sold --- 54,341 

workin9 Capital Provided by Operations ..... 143,534 207,101 
O ~ C I C ~ S ~  in net investment in sales-type lease 5.954 --- 

YORXINC ULPlTRL -PLIED TO: 
~ n v e s m e n r  in sales-type lease -- 30,536 
mrchase of property and eqvipmant 29,629 14.128 

~ecreaae in long-tern obliqations 32.947 29,611 
i n c r e a s e  in deposirs --- 70 

rncreaae in expense account advancee 112 399 
xncreaae in unamortized past rerv~ces--pension cost3 12,427 2 

............................... TNCREaSZ I N  WORXINj CAPITAL $ 74,173 135,355 

CXANLHGEB IN M E T %  CAPITAL COIIPONENTS 
lnCICa8e ldecrrrael in current i s r e t o ;  

Cash 5 157,939 5 115,698 
~scrned intereat receivable 16961 1,146 
IICCOYIICS recel,raAle--members 1,929 17,2931 
C"IZB*t portLon Of lnveatmcnt i n  sn1cr-type 

lease 1.605 4.349 
Prspald expenses 

Decrease (increase) In current liabilities: 
~scounts  payable 
~ccrusd vacation nay 
Payroll taxes payable 
Iccrued pension plan 
~ssensmeots and audit ielmburoensnra 

S o l l e C t e . 3  in advance 
current portion of long-re"" obligacione 



The Camis.ion follows the accrull method o f  sccountinq whereby arassl- 
sat revenue is r e s o a x z e d  i n  the fiscal "ear of u a e ~ s n e n c .  Conrribu- 
t i m a  hy starcs for 3pccit ic  pvrpsaa  are recovizod a income during 
th. year or rossipr. Other earnad rev."". i. recoymiid a. It is earn- 
ed. BlponaDD rra recognized a, they are incurred. 

ROTE 2 - 



-TISTATE TIX COMISSION 

NMES TO FININCIU STITWENTS ( c o n t i n u e d )  
June 30, 1982 

NOTE 3  - NET TNMSTllMT I N  SILLS-TYPE L m S E  

During the year ended Jvne 10 ,  1981, the Cormiss ion s o l d  p roPe r ry  re- 
lating to a p r e v i a u e l y  c a p i t a l i z e d  l e a s e  for computer h a r m a r e .  = h i s  
auble l l se  has  been recorded i n  accordance w i t h  F i n r n c i a l  Rccovnrlng 
Standard Board Statement 8 1 3  as  a s r l e s - t y p e  leame. 

~ a c a l  minimum l e a s e  payments :a be rece ived  542 ,073  
Less: Unearned income 

Net inv.."ment i n  sales 
type l e a s e  ............................... - 

NOTE 4 - PENSION PLIN 
The c o m i s s i o n  ha. . d e f i n e d  b e n e f i t  pens ion  p l a n  c o v e r i n g  s u b e t m -  
t i a l l y  a l l  of i t s  e w l o y e e s .  P he t o t a l  pens ion  expense  f o r  t h e  y e a r  
was $74,614, which i n c i u d e s  m o r t i r a t i o n  of  p r i o r  service costs over 10 
y e a r s .  The C o m ~ $ s i a n ' s  p o l i c y  Is to fund pen3ion sost accrued.  Tha 
a c r u a r i a l l y  computed v a l u e  of vee t ed  b e n e f i t s  an of  ~ u n e  3 0 ,  1982. 1. 
f u l l y  funded. The  p l a n  b e n e f i t s  and p l a n  net assets are p r e s e n t e d  
belo*: 

NOTE 5 - NOTE PAYLBLE 

Balance 
Jane 3 0 ,  1982 

Nanufacturer- -6% l n s t a l l n e n i  not* ,  
c o l l a t e r a l ~ z e d  by r e l a t e d  equipment.  
payable  rn monthly z n s t a l h e n r s  of 
5100 ,  i n c l u d i n g  i n t e r e s t ,  w i th  Cinal  
pa.penr due ~ovelnber 1 2 ,  1983. I 6,511 



N M L  6 - COlULllUENTS 

The co-..ion rents its primary Off>.=. f .c l l l t lc .  in Boulder ,  C o l o -  

rado,  and recondary o f f i c e  f a c i l i r i e a  in  ax tor*, ~ l l i n o r s  and wash- 
i n s t o n  s t a r e .  under lease aweemenes ~ i t h  tervr e x p ~ r z n q  an various 
d a r e s  L\xough *Iquat 11, 1988. Theae l e a s e s  provide f o r  the f o l l a r l n g  
oinimyn annual  r e n t d r  rxs~usive of " t i l i t y  charqea and c e r t a i n  esca la -  
LID" charges at Boulder: 

Jvne 30. 1981 5 29,917 
sun= 30. 19a4 26,610 
June 30. 1985 28,266 
~ u n e  ID, 1986 31,614 
Juna 10, 1987 2 

1 5 1 , 0 2 1  
-lance Chrovqh huguar 31, 1988 

mhL ............................... - 
The Boulder f a c i l i t i e s  1.a.. ins ludc* certain esc.,arlion charqea based 
a n  var ious f a c t o r s  inc lud ing  raga index, u t i l i t y  and proprey tax  in-  
creases from . %.. year. 

NOTE 8 - SUBSEQUENT CJENT 

hlbseqvenr t o  June 30, 1982, the 4uhlesses  of the cornputex '~ardrare, d. 
dsscrrbed in Note 3 ,  informed the Comrlsalon that  they would be i n  de- 
f a u l t  of the sub lease .  rs a r e s u l t ,  title to the coaputer hardrare has 
reverted back to the comunsion and the sale of t h e  property 1s beinq 
attempted. NO provision for a loso as a r e s u l t  of r h ~ s  tr.nraction has 
been recorded due t o  t h e  undetermncd mounts mualved.  

NOTE 9 - ACCRUED MCATION PAY 

In accordance rLth Erl<em.ent of F inanc ia l  i\ccolul:mq Etandards Nu. 4 3 .  
"nccounrms For cmpsnsaced ~bsences', employees' r i g h t s  r o  receive 
compenaarion f o r  future absences have been accrued tor the year ended 
~ u n e  10, 1982. The = o m i s s i o n  be1:eveo tkat xefraactlve restatement of 
1981 s t a t e m e n t s  is not practicable and t h a t  the amounts are not matei- 
i a l  in r e l a t i o n  to t3e financial statements taken as  a whole. 



Appendix A 
- - 

Agreement on Exchange 

In 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 officials does 
hereby enter into the following Agreement for the 
exchange of information with every other under- 
signed official. 

The undersigned hereby mutually agree to ex. 
change information, to the full extent permitted by 
their respective laws, in accordance with the terms 
and limitations below: 

1. For purposes of this Agreement, income tax 
meansa tax imposed on or measured by net 
income. including any tax imposed on or 
measured by an amount arrived at by 
deducting expenses from gross income, one 
or more farms of which expenses are not 
specifically and directly related to particular 
transaction. 

2. This Agreement shall be applicable with 
respect to: 
a. The inspection of income tax returns of 

any taxpayer: and 
b. The furnishing of an abstract of the 

return of income of any tbxpayer; and 
c. The furnishing of any information con. 

cerning any items contained in any 
return of income of any taxpayer; and 

d. The furnishing of any information dis. 
closed by the report of any investigation 
of the income or return of income of any 
taxpayer, exclusive of any information 
obtained through an agreement between 
any of the undersigned states and the 
Internal Revenue Service. 

3. For purposes of this Agreement, taxpayer 
includes any individual, corporation. part- 
nership or fiduciary subject to an income tax 
or required to file an income tax return. 

4. This Agreement is not limited to a specific 
period of time or to returns, documents or 
information relating to any specific years or 
periods: and it wiil be considered to be in 
effect until revoked. 

5. Additions and changes. inciuding defini- 
tions, in the provisions of this Agreement. 
may be made by mutuai consent ofthe proper 
officials of the undersigned states, and shall 
become an attachment to this Agreement. 

of Information 
[Income Tax] 
6. No information obtained pursuant to this 

Agreement shail be disclosed to any penon 
not authorized by the laws of the undersigned 
States. 

7. The information obtained pursuant to this 
Agreement shall be used only for the pur- 
pose of administration of the income tax 
laws of the undersigned states. 

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

9. This written Agreement is not intended to 
revoke or supersede any other similar agree. 
ment that may have been previously entered 
into between any two or more of the states 
represented below. 

10. The undersigned agree to inform each other 
of the current statutory provisions of their 
respective states concerning the confiden. 
tialitv of the material exchanaed and the - 
pcnd 1 er for a l a r f d  alsc or-re there01 

I I A r )  21 the mae=,grwa state offtc~als may. 
at 'rlelr a scretlon re f~se  lo f ~ r n ~ s h  informa. 
tion disclosed in the report of any inventiga. 
tion while such investigation is still in p m g  
iess or during such time as litigation is 
contemplated or in process, if the official of 
the state making the investigation deems It 
in the best interests of his state for such in. 
formation to be withheld pending deter- 
mination of litigation. 

12. Each of the undersigned state officials 
hereby affirms that he is the proper official 
charged with the administration of the in. 
come tax laws of his state. 

The above agreement has been executed by the 
following states under the information sharing 
authority granted by their statutes. The execution 
of the Agreement by these states constitutes the 
equiralent of 2 10 individual agreements. 

Signatory States 
Alaska Idaho Mlchigan North Carolina 
Arkansas Illinois Mmnesota North Dakota 
California Indiana Missouri Oregon 
Coiorado Kansas Montana Pennsylvania 
Florida Louisiana Nebraska Utah 
Hawaii 

21  



Appendix B 
Agreement on Exchange of Information 
[Sales and Use Tax] 

In 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 olliciais does 
hereby enter into the following Agreement for the 
exchange of information with every other under- 
signed official. 

The undersigned hereby mutually agree to ex. 
change information, to the full extent permitted by 
their respective laws. in  accordance with the terms 
and limitations below: 

I. Far purposes of this Agreement, sdles tax 
includes general excise andior gross receipt 
taxes and means a tax imposed on a sale or 
exchange of personal property andlor ser. 
ulcer. as well as on gross receipts from trade 
or busines: and use tax means a tax other 
than ad valorem tax, on the privilege a l  stor- 
ing. using or consuming personal property 
andior 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 ex- 

change of computer information regard. 
ing the sales o: use tax return of any tax- 
payer; and 

c. The furnishing of any information con- 
cerning any itpmr contained in any salcs 
or use tax return of any taxpayer; and 

d. The furnishing of any information dis- 
closed by the report of any investigation 
of the sales or use tax return of ary  tax- 
payer. 

3. For purposes of this Agreement, "taxpayer" 
includes any individual, corporation, part- 
nership, organization, association. fiduciary, 
perscn or ather entity, subject to payment 
or collection and remittance of sales or use 
tax ar required to fiie a sales or use l a x  
return. 

4 Thts Agreement is not limited to a spedic 
period of  time or to returns, documents or 
infoimat~on relating to any specific years or 
periods. and it will be coribidered to be in 
effect until revoked by one of the parties: 

however. the withdrawal of one party hereto 
shall not affect the Agreements among the 
rernainlng parties. 

5. Additions and changes. including defini. 
lions. ID the provisions of this Agreement. 
may be made by mutual consent af the proper 
off~cials of the undersigned states, and shall 
becume an attachment to t h ~ s  Agreement. 

6. No  informatmn obtained pursuant to this 
Agreement shall be disclosed ta any person 
no1 authorized l o  receive such information 
by the laws of the unaersigned states. 

7. The informalion obtdined pursuant to this 
Agreement shall be used only for the pur. 
pore of  admin~stration and enforcement of 
the sales and use tax laws of the undersianed - 
stales. 

8 Th15 written Agreement shall not become 
effective between any two states until the 
authorized officials for both such stater have 
signed it in the space prowded below. 

9. This written Agreement is no1 intended to 
revoke or supercede any nther similar agree- 
ment that may have been previously entered 
into between any two or more o l  the states 
repesented below 

10. The undersigned agree to inform eachother 
of the current statutory provlsians of their 
respective states concerning the canfiden. 
tiali:y of the material exchanged and the 
penalties for unlawful d~sclosure thereof. 

I I .  Any of the undersigned state olficials may, 
at theii discret~or, refuse l o  furnish informa. 
tion disclosed in !he report of any investiga. 
tion while such investigation is still in  prog- 
ress or during s w h  time as litigation is 
c0n:emplated or in  process. if the official of  
the state naking the ?nvestigation deems it 
in the best ir~terests of his state for such 
information lo t e  withheld  ending final 
determination of i~tiqatian 

12. Each of !he undersigned state officials 
hereby affirms that he is the proper official 
charged with the admin stration of the sales 
and use tax laws of his state. 

This Agreement may be executed in counter. 
Parts, all of whick. taken together shall be deemed 
one origindi Agreement 



The above agreement has been executed by the following states mder  the information sharing authorily granted 
by Lhev statutes. l h e  execution uf the Agreement by therc states constitutes the equivalent of 274 individual 
agreements 

Signatory States 

Arkansas Iowa Mississippi South Dakota 
California Kansas Missouri Tennessee 
Coiorado Louisiana Montana Texas 
Georgia Massachusetts Nebraska Utah 
Idaho Michigan North Dakota Washington 
indiana Minnesota Pennsylvania Wyoming 



Appendix C 
Progress in Uniformity 
Through Adoption of the Uniform Division of 
Income for Tax Purposes Act Among the States 

Alabama (I) Georgia (4) Kentucky New Hampshire (6) Pennsylvania 
Alaska Hawail (2) Maine New Mexico South Carolina 
Arkansas Idaho Massachusetts (5) North Carolina Tennessee 
California Illinois Missouri (2) North Dakota Utah (2) 
Colorado (2) Indiana (2) Montana (2) Oklahoma (7) Vuginia 
District of Columbia Kansas Nebraska (2) Oregon West Virginia (2) 
Florida (3) 

NOTES: 

Alabama's corporate income tax statute s 
vague on how the state is to determine what 
portion of a corporation's income is to be at. 
tributed to  the state for tax purposes. On 
September 6. 1967, the Alabama Legislature 
enacted the Multistate Tax Compact, which in- 
cludes UDITPA, subject to congressional enact- 
ment of a Multistate Tax Compact Consent 
Bill. O n  September 12, 1967. the Alabama 
De~ar tmen t  of Revenue ~romuloated reoula- 

a state. 

This state adopted UDITPA by enacting the 

Massachusetts is included as a UDITPA state 
because it closely follows the UDITPA appor- 
tionment formula. Massachusetts adopted the 
3.lactor formula in I920 and UDITPA codified 
that formula. However, rather than source, 
UDITPA adopted destination for sales, subject 
to the condition that theseller be subject t o  the 
jurisdiction of the destination state. In 1966. 
Massachusetts changed to destination basis. 
but subject to the current modification that no. 
nexus sales are Massachusetts sales i f  they are 
not sold by third state based salesmen. Unlike 
UDITPA, all income. including intangible in- 
come, is put into the Massachusetts tax base 
with the sole exclusion of dividends received 
from corporations. but not trusts or DISCS. in 
whlch the receivina comaration owns more " .  

Multistale Tax Compact. than 15% of the voting stock. Massachusetts 

Florida enacted the Multistate Tax Compact in gives 50% weight t o  the sales factor. 
I969 When it enacted its corporate income (6) New Hampshire is  mcluded here as a UDITPA 
lax in 1971, it deleted UDITPA fiom its state even though its property factor is some. 
stat~tes.  Yet its coruorate income tax statute is what different 
substantially in ac&d with UDITPA. Fionda (7) Although Oklahoma has not technically 
gives 50% weight to the sales factor. adonted UDlTPA its law Booears to be suffi- - - ~  . -~ - -  , ~. - ., ~ ~-~~~ 

Georgia's payroll and sales factors differ, but cientiy close to enable Oklahoma to be con- 
only slighliy. sidered a UDITPA state. 



Appendix D 
Sales and Use Tax Jurisdiction 
Limitations Statement 

The following is the Sales and Use Tax Jurisdiction Limitation Statement with which all states, to 
the best of our knowledge, compiy: 

Sales and Use Tax Jurisdiction Standard 

A vendor Is required to pay or collect and remit the 4. Regularly engages in the deiivety of property in 
tax imposed by this Act if within this slate he directly this state other than by common carrier or US. 
or by m y  agent or other representatives: mail: or 

1. Has or utilizes an office, distribution house. 5. Regularly engages i n  any activity in connection 
sales house, warehouse, service enterprise or with the leasing or servicing of property located 
other place of business; or within this state. 

2. Maintains 3 stock of goods: 01 

3. Regularly soiicits orders whether or not such This state does not seek to  impose use tax collec. 
orders are accepted in this state, unless rhe ac- tion requirements on any retailer over whom the 
tivity in this slate consists solely of advertising above standard does not confer juri~dictlon in this 
or of soimtation by direct mail; or state. 



Appendix E 
Uniform Sales G Use Tax Certificate Form 

I 
SALES AND USE TAX CERTIFICATE 

PlULTIJIIRISDICTION - 1 

I NOTE: ulrmm ia. pmrid.. ha,. x * ~  c nrlr ,.air ibra., I.. evsnnani rlrl w n  r.pc# io .mrh t.crnwm 
rmlr.,r ,I iW"d tr ir ,"".,d, srr m.lcrn 

r m r  la. .na b.lhO.L.ud^.nLM".."...ms,.romr.*.*Dlopn,~'~ .ubxgurnlir.ro,..YI. 




