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November 30, 1984

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
of the tax laws of the various states of this
nation and their political subdivisions insofar
as those 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 recommendations on a continuing basis with
respect to all taxes affecting multistate businesses,
to promote the adoption of statutes and rules
establishing uniformity, and to assist in protecting
the fiscal and political integrity of the states
trom federal confiscaticn.

I respectfully submit to you the seventeenth annual
report of the Multistate Tax Commission. This
report covers the Commission's activities for
the fiscal year beginning July 1, 1983 and ending
June 30, 1984. If includes a report on receipts,
expenditures and operations for that period from
Rhode, Scripter & Asscciates, Certified Public
Accountants Iin Boulder, Colorado.
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THE
MULTISTATE TaX COMPACT
PURPOETS, PRCCEDURES AND PRACTICES

The Multistate Tawx Compact i3 an interstate compact I+ has bpean
enacted into law by 21 states including the Elﬁ“rlu of Columbia.
Designed to encourage uniformity in state tax laws agpiicabl to
interstate business, i% also aims at improving the administraticn
of state taxes wlith respect to that business. Toward this eﬁé,
it c¢ontains a provision authorizing cooperative or Jjoint
audising. The Compact also c¢ontaing the Ynifeorm Division of

Tnecome for Tax Purpcses Act (UDITPA), which is used to determin
how muchk of a corporate business’'s income is properly subject ko
taxation in sach state in which it does business,

i

The Multistate Tax Commission is the cperational agency create
by, and o¢perating cn behalf of, the member states of ﬁh
Multistate Tax Compact. The menmbers of the Commissicon are the
tax administrators of the 21 zmember states.

The 21 members meet at an annual meeting and at quarterlvy
meetings. Between such meetings, the affairs of the Commissi A
are supervised by an Executive Committee. This Committise
consists of seven of the 21 members. 1t includes the Chairman,
the Vice=~Chairman, and the Treasurer ¢f the Commissicn, plus past
Chairmen. It meets upon call of the Chairman, usually gquarteriy.

The day-to~day activities of the Commission are conducted by a
gtaff which is headed by the Executive Director. The head~
quarters office i3 located in Boulder, Ceolorade. Audit offices
are maintained in Chicage, New York City and Houston. The
Commissicn also has a representative in Washington, D.C. The
staff is 25 in number.

The purposes of the Multistate Tax Compact are to:

1. Facilitate proper determination of State and local tax
liability of multistate taxpavers, including the equitable
apporticnment of tax bases and settlement of apporticnment
disputes.

2. Promote uniformity or compatibility in significant com-
ponents of tax systems

3. Facilitate taxpayer convenience and compliance in the filing
of tax returns and in other phases of tax administration.

4, Aveid duplicative taxation.
In pursuiz of these purpcoses, the Multistate Tax Commission and

the member states are seeking to establish rational ground rules
for the solution of interstate tax problems.



T™e Muitistate Tax Commission constitutes an atte v
states to reasclve interstate tax problems for the states and for
rusiness taxpayers. 1t aims fto preserve to the states
cooperation among themselves, the richt to administer their own
tax wprograms and the ability to do so efficiently. The ai-
rernative may be federzrzl legislative restriction of gstate hax
administration powers until state sovereignty itself{ may become
gquesticnable.

The Multistate Tax Commission promotes unifcoraly efficient state
tax administration practices. It takes an active part in
implementing that uniformity. Tte soint auditing program
constitutes an effort to ensurs eguitable treatment for taxpayers
and improved compliance by them with the tax laws of its member
gtates.

The Multigtate Tax Commission differs from any other tax organ-~
ization in that it provides a 301nt auditing service anﬁ in that
it actuwally gets invelved with its member states in seeking
improved compllance with state tax laws. Obvicus efficiencies
are derived from having experienced auditors permanently locatad
in major cities for the purpose of performing complicated audits
of large corporate businesses there for many stateg at the same
time.

The Multistate Tax Commission recognizesa that lack of uniform taz
administration practicaes can cause substantial problems for
business., The Commission works toward uniform simplicity in
compliance procedures to the full extent possible. It knows that
uniformly egquitable treatment of taxpayers is a prerequisite to
gocd tax administraticn. It is therefore as concerned as is any
tazpayer that all taxpayera be treated fairly.

Included among its concerng isg the need to be able te assure each
complying taxpaver that all other taxpayers, especially the large
complex multicorporate business taxpayers, are compliying with the
tax laws of the states. An effective joint asudit program can
give that assurance.

In addition to thae 21 membar states, ten states are associate

members of the Multistate Tax Commission, their Governors having
requested this "cbservaticonal”™ status.
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MULTISTATE TAX COMMISSION OFFICERS®

CHATRMAN Larry Looney (Idaho)
VICE CHAIRMAN Harley Duncan (Kansas)
TREASURER Vickie Fisher {New Mexicoc)

EXECUTIVE COMMITTEE MEMBERS

MEMBERS Mark Buchi (Utahj
Bob Bullock (Texas)
Richard Xing (Misscuri)
Arthur Roemer (Minnesota)

FA-CFFIZIO Alan Charnes {(Ceclorado)
Kent Conrad (North Dakota)
Gerald Goldberg (California)

* Phe rhree of ficers are Glso menihers of the Exccutive
Commiditee, Toerms of (he ahove of ficers and commitiee
members cud  ab the oo mesine v [ORS The
ex-officio members of Ui Fxecuinve Comesittes

are former Commiyssion cinnrmen







REPRESENTATIVES COF PARTY STRTES
OF THE MULTISTATE TAX COMUTACT

ATASEA

Membar

Mary Nordale
Commissioner of Revenue
Department of Reverue
Povch &

Juneay, AK 989811

(907} 485~2300
Alternate

BEruce M. Betelho
Deputy Commisslicner

T 1t of Reverue
Pouch 3
Junean, AX 99811
(907) 465~2302

ARKANEAS

Member

Mahlion A. Martin

Director, Arkansas Department
of Finance and Administration

BEO Box 3278

Little Rock, AR 72203

(501) 371=-2242

Alternate

Glen Moot

Aministrator

Office of Tax Administrator

Arkansas Department of
Finance ard Administration

PO Box 1272

Little Rock, AR 72203

(501) 371-1626

CALIFCRNIA®

Member

Douglas D. Bell
Executive Secyetary
Board of Ecualization
PO Box 1799
Sacramento, CA 95808
(916) 345-3856

Garald Goldbexgr*

Executive Officer

Franchise Tax Board

PO Booxx 115

Rarcho Cordova, CA 3B70-CLLE
(916} 3I55-0292

COLORADO

Member

Alan H. Charmestxx

Executive Director

Colerado Department of Reverne
1375 Sherman Street

Derver, (0 80261

(303) 866-3091

Alternate

Frank Beckwith

Chief of Taxation

Colorado Department of Revenue
127% Sherman Street

Derver, O 80261

{303) 886~3048



DISTRICT OF COLIMBIA
Member

Malvin W. Jones
Acting Director of Finance
& Revere
Government of *he Dist. of
Columbia
Rocm 4136, Municipal Cemter
300 Indiana Averme, W
Washircton, DC 20001
(202} 727-6020

Alternate

J. Walter Lurd

Associate Director of Income
and Business Tax Administration

Government of the Dist. of

Columnbia

Rocm 3016, Mumicipal Center

300 Indiana Averue, NW

Washington, DC 20001

{202) 727-€019

HAWATT
Member

Herbert Dias

Acting Director of Taxation
PO PBow 250

Honolulu, HI 96309

(808) 548-7650

Alternata

Wallace Aokl

Deputy Director
Department of Tawabi
BC Box 259

Homolulu, HI 96809
{B0B) 548-7562

BANY:Y: &)
Member

Larry Looney

Chairman of vhe Comission
Department of Reverus & Taxaetion
Tdahe State Tax Comnissicn

PO Box 36

Beise, ID 83722

(208} 324-4634

Altermate

Darwin L. Yourx

Commissioner
Department of Revere & Taxation
Idaho Stats Taw Camission

PO Do 38

Boise, ID 83722

(208) 334~4634

RANSAS

Mermber

Harley Duncan

Secretary of Reverue

Xansas Department of Revamue
State Office Puilding
Topeka, KS 66625

(813} 286-3041

Alterrmate

Thomas Sheridan

hief, Audit Division
Kansas Department of Revenue
State Cffice Building
Topeka, K5 66625

{B13) 2%6~7713



State Treasurer
Department of Treasury
Lansing, MI 48822
(B17y 373~2223

Thomas Hoatlin

Actirng Commissioner of Reverue

Department of Treasury
Reverue Division
Tansing, MI 48822
(817) 373-3193

MINNESCTA
Member

Arthur (. Roemer
Commissiconer of Reverue
Department of Reverme
Certcermial Office Building
St. Pal, MN 33145

{(81l2; 256~-34C1

Altermate

Gerame T, Caulfield
Director, Corporate Income
Tax Division
of Reverue
Centermial Office Building
St. Paul, M 55145
(612) 297~-4087

MISSOURT
Member

Richard &. King

Director of Reverme
Department of Reverue

G oBox 311

Jefferson City, MO &£3105
(314) 751-4450

Alternate

James R. Beciham
Director, Divisicn of Coampliarce
Department of Revamie

PO Bow 400

Jefferson City, MO 65103
(314) 781-4816

MONTANA

Member

Jotm lafaver (eff.1/1/8%)
Director of Revermue

Montana Department of Reverue
Mitehell Building

Helena, MI' 58620

(406) 444-2460

Alterrate

Gerald Foster

Aministrator, Natural Resartce
Corperation Tax Division

Montana Department. of Reverue

Mitchell Building

Helena, MI 5%620

(406} 444-2460



NEBRAEEA

Merkex

Donra Karnes

State Tax Coamissicner
PO Zomw 34818

Lincolin, NE 68509
(402) 471-2871

Adtvareata

Ardonm W. Peterscn
Depury Tax Commissioner
PO Boot 54818

Lincoin, NE 68%2

(402) 471-2971

NEW MEXICO
Member

YVickie L. Fisher

Saczeta;y '

New Mexico Taxation and
Reverme Departmernt

Q0 Box 630

Santa Fe, KM 87509

(505) 988-2290 XEQO

Alternata

Beb White

Deputy §ecretary

New Mexico Taxaticn and
Reverne Departoent

PO Box 630

Santa Fe, NM 875(C¢

(508} 988-2250 X2C0

NORTH DARDTAR
Member

Kert Conradsdss

Tax Comissioner

Nerth Dakera State Tay Departmet
State Capitol

Bismarck, ND 58505

(701) 224~2770

Alterrate

Armold M. ERirian

Deputy Tax Commissioner

Nerth Dakota State Tax Departrernt
State Capitol

Bismarck, ND 585085

(701) 224=-2770

Alternate

Robert Fessel

Director, Income & 011 Tay
Dept.

North Dakecta State Tax Dept.
State Capitcel

Bismarck, ND E85C5

(701} 224-3633

OREGON

Member

Richard Mun

Director Department of Reverue
Reverne Building

2955 Center Street, NE

Salem, UR 57310

(503) 378-3363

Alternate

Gecrue Weber

Adhministrator, audit Divisicn
Department of Reverue
Revermie Buildirxy, Rocom 235
8955 Center Street, NE

Salem, OR 97310

(503} 378-3747



S0UTH DAROTR

Member

®. Van Johnson

Secretary of Reverne
Department of Reveme

R. F. Kneip Building

700 N, Illincis

Pierre, South Dmkota 37501
{608} 7732276

Altermate

Orville Dixcn

Audit Director

Department of Reverue

R.F. Kneip Building

700 N. Illinois

Pierre, South Dekota /7501
(608} 773~3751

TEXAS

Member

Bob Bullock

Comptrolier of Puklic Accounts
LBT State Office Building
Austin, ™Y 78711

{813} 4755001

Alternate

Wade Anderson

Asscciate Deputy Camptroller
Leqal Services

Office of Comptroller

¥ Box 13528

Austin, TX 78711

(512) 4751906 & 2729

Alternate

Larry Crawford

Associate Deputy Corptroller
for Audit

LET sState Cffice Buildirg

111 East 17th Street, Roum

210

Austin, TX 78774

(512) 475-814%

PURH
Member
Chairman

Hah State Taxw Cammission
Heber M. Wells Building
181 E. 300 Bouth

Salt lake City, UT 84134
{80L) 830888

Altertate

G. Ellsworth Brunson
Commissicner

Utanh Stats Taw comission
Heber M. Wells Bldg.

161 E. 300 Seuth

Salt Lake City, UT 84134
(80L} B30-8088

WASHINGTCN

Membex

Donald R. Burrows

Director

Departmert of Reverme

415 General Administration
Bidey.

Olympia, WA 985304

{206} 753~-8574

Alternate

Don MoCudston

Director of Fxcise Tax
Department of Revernue

415 General Administration
Bloegy.

Clyrmpia, WA 63504

(206 753-5525

s



WEST VIREINIA

Mearer

Hersche! Rose
State Tax Comissicrner

State Tax Department
Charleston, WV 25308
{304) 348-2501

*

* &

Executive Secretary of
the Board of Egualization
represents California
inMIC fiscal vears begiming
in odd-numkbered calendar
years, and the Executive
Officer of the Franchise
Tax Board represents
Califernia in ¥IC fiscal
years begimmirg in even-—
mmbered calendar years.

MIC Chairman 19793~1%80

*%%  MTC Chairman 1980-1981

*ak* MIC Chairman 1982-1984

TAY ALMINISTRATCRS
ASSOCIATE MEMEER STATES*##%*

Mortgomery, AL 36130
{20%) 832-5780

ARTZCHA

J. Elliott Hibkbs

Director

Pepartment of Reverue
Capitol Bullding, West Wing
thoenix, AZ 85007

{602) 2B5~3393

GECRGIR

Marcus E. Ceollins, Sr.
Comrissicner

Pepartment of Reverue

410 Trinity-Washington Bldg.
Atlarta, GA 30334

(404) 656-4016

ICUISTANA

Shirley McNamara

Secretary

Department. of Reverue
and Taxation

PO Bemt 201

Baton Rouge, LA 70821

(804} 925-~7680

MARYLAND

Iouis L. Goldstein
Camtroller of the Treasury
State Treasury Building

PO Box 466

Armmapolis, MD 21404

(301) 269-3801



Department of Revernsg
100 Cambridge Street
Bostaon, MA (22C2
(617) 727-4201

KEW JERSEY

Jaohn R, Baldwin

Director

ivision of Taxation
Department of Treasury
wWest State & Barrack Streets
Trenton, N 08646

{609) 2925185

FPERNSYLVANIA

James I. Scheiner
Secretary of Reverme
Departhment of Revere
Strawberry Sg.- 11th Floor
Harrisoury, PA 17127
(717) 783~3680

TENNESEEE

Donald Jackson

Comnissiconer

Department of Reverue

Arcdrew Jackson State OFfFfice
Building, Room 927

Naghwville, TN 37242

{615) T41-2461

CHIO

Joanne Limbach

Tax Comuissioner
Departmernt of Taxation
PO Boxw 530

Columbus, OH 43218
(614) 466-2166

#xxwdhe Coamission has made provisions for associate membership in
vlaw 13, as fellows:

13. Associate Membership

(a) Associate membership in the Compact may be granted,
by a majority vote of the Commission members, to those Statas
which have not effectively enacted the Compact but which
have through legislative snactment made effective adoption
of the C’ompact dependent upon a subsequent cordition or
have, through thelr Governor or through a statutarily establ ished
State agency, requested associate membership.

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

Assoclate membershlp is extended es:nec_laily for states that wish to
assist or participate in the discussions and activities of the Commission,
even though they have not enacted the Compact, This serves two purpes-
es: (1) it permits and encourage states that feel they lack knowledre
about he Camlssionto become famillar with 1t through meeting with
the members and (2) 1t gives the Commission an cpportunity to sepif
the active participaticon and additicnal influence of states whicn
are eager to assist in a joint effort in the field of taxaticn wm&_e
they consider or work for enactment of the Compact to become full
members.



TAX ADMINISTRATORS
NON-MEMBER STATES

OONNECTICUT

Crest T. Dubno

Commissioner

Department of Reverue Servi:
92 Farmington Averne
Hartford, T (08108

{(203) 566-T7120

CDELAWARE

Robert Chastant

Director of Reverue
Department of Finance
Wilmington State Office Bldy.
9th & French Streets
wilmington, TE 19899

{302) 571-3315

FLORITA

Rarcddy Miller

Executive Director

Florida Department of Reverus
102 Cariten Buildirg
Tallahassee, FL 32304

{90C4) 488-5030

TLLINGTIS

J. Thomas Johnson
Director

I1llinois Department cf Reverme

PO Box 3681
Springfield, IL 62708
(217) 785-2602

INDTANA

William Haan

Camrissioner of Reverne
Indiana Department of Revernue
202 State Office Building

Indianapolis, IN 46204
{317y 232-2101

TOWRA

Gerald D. Zalr

Director

Iowa Department of Reverue
Hoover State Office Bullding
Des Meines, IA 50319

(215) 2813204

KENTUCKY

Gary W, Gillis
Secretary

Reverue Cabinet
Capital Amnex
Frankfort, KY 40520
(502} 564~3226

MATNE

Rodney L. Scribner
State Tax Assessor
Bureau of Taxaticn
State Office Buiiding
Augusta, ME 04333
(207) 289~2076

MISSISSIPPL

A.C. Lambert

Chairman

Tax Comission

Woolfolk State Office Bldg.
Jackson, MS 39205

{601) 359~1098

HEVALM

Johnt P. Comeaux
Expoutive Dirvechor
Pepartment of Taxation
Capitol Mail Complex
Carscn City, NV 89710
(702} BB5-4892



NEW HAMPEHIRE

David J. Power

Commissioner

Department of Reverue
Aministraticon

61 South Spring St.

O Box 487

Coneord, MH €3301

{603} 271-2181

NEW YORK

Rederick O

Commissioner

New York State Department
of Taxation andd Finance

Albary, NY 12227

(518} 457=-2244

NORTH CRROLINA

Mark Lynch

Secretary of Reverue
Department of Reverme
FO Bax 25000

Raleigh, NC 27640
{918} 733-7211

OFLAHCMA

Odie A. Narce

Chairman

State Tax cormissicn

The M.C. Cormers Balidirg
2501 N. Lincoln

Oklahoma City, CK 73194
(405) 521-3115

RHOLE ISLAND

John H. Norberg

Asst. Director dministration/
Taxation

Department of Acdministration

285 Promenade Street

Prowvidence, RI 02908

{401} 277~3050

80UTH CAROLINA

John T, Weeks
Chailrman

Tay Commission

Box 128

Columpia, SC 29214
(803) 753-2651

VERONT

Elaire Hoiska
Coammissioner of Tawss
Department. of Taxes
Pavilion Office RPuildirg
Montpelisr, VI 05602
(BCZ) R23-2305

VIRGINIA

William H. Forst

State Tax Camissicner
Commormwealth of Virginia
Department of Taxaticn
O Bo 6-L

Richmord, VA 22282

(804} 257-8005

WISCONSIN

Michael ley
Secretary of Reverme
125 8. Webster Strest
BO Box 8933

Madison, WI 33708
(608} 266-1611

WYCMING

Radolph Anselmi

Chairman

Wycming Tax Commission and
Board of Equalization

2200 Carey Averue

Cheverme, WY 822001
{307) 7775284






COMMITTEES

Audit Oversight Committee

California

Alaska
Idaho
Kansas
North Dakota
Cregon

Audit Committee

California

Alaska
Colorado
Tdaho

Kansas
Minnesota
Misscuri
Montana
North Daketz
Cregcn

South Dakoha
Texas

Robert Bonnici,

Maureen C'Brien
Phil Aldarpe

Tom Sheridan
Bob Kessel

Tom Everall

Rokert Bonnici,

Maureen C'Brien
Frank Beckwlith
rhil Aldare
Thomas Sheridan
Cergme Caulfleld
James R. Beckham
Jeff Miller
Rokert ¥essel
Tonm Everall
Orville Dixon
Larry Crawford

Uniformity Committee

New Mexico

Alaska
Arkansas
California
Colorado
Hawaii

Idaho

Kansas
Michigan
Minnesota
Missouri
Montana
Mebraska
North Dakota
Oregon

Utah

West Virginia

Manuei Gallegos,

Maureen Q'Brien
Everett Leath
Michael Brownell
Ted V. Middle
Tometaru Cgatl
Frank Medlin
Thomas Sheridan
Fred Lynch
Gerome Cauifield
Ed Molotsky
Jerry Foster
James Masonbrink
Robhert Kessel
Tom Everall
Donald Bosch

Joen H. Snyder

iy A

Chairman

o
DAarTman

Chalrman

porant
it






EXECUTIVE DIRECTOR'S REPORT

The Werking Group

The main arena of activity affecting
the Multistate Tax Commission during
the year was the Treasury anld.n'x;;
in Washington, D.C. There, a "Working
Grop an Unitary Taxation, " appointed
by the President, met on three
different occasions: November 2,
and December 6 ard May 1. The
Group consisted of 1 the chief ewaoabive
officers of six U.S. corperations
ard a subsidiary of a British corpora-
tian; ; a representative of a trade
agsociation; three governmors; two
state tax administrators, ane of
whem was the chairmen of the Multistate
Tax Comiission; three state legislators;
the executive director of the Adviscry
Commisgsion on Intergoverrmental
Relations: represemtatives of the
Wnite House ard the State Departmert;
ard the Secretary of the Treasury.

Each of those members of the Working
Group, in turm, appcinted a staff
persen to serve an a Task Foxce.
One was the executive director
of the Multistata Tax Commissicn.
This work occupied a major partion
of tha tims ard affort of the MIT
staff from November through Aungust.

T™e charge of the Task Foree was
to take eviderxe and hear testimeny
cancerning the problem(s) preserted
to the Working Group ard to prepare
recommendations for the Working
Group's consideraticn. In psrforming
its work, the Task Force met on
eight different occasions for a
total of scme twenty days during
abaat half of which it heard extensive
testimony and received documents
and during the other half of which
it debatad ard deliberated.

The problem which triggered the
creation of the Working Grouc
was that of foreign parents which
were seeking relief from so-called
worldwide combination as applied
v scoe states to them ard their
affiliates. They had created
mxh concern at the federal level
about internaticnal relaticns,
treaty powers, and potential re—
taliation from foreign oountries.
The state members of the Task
Force were generally sympathetic
to the concerns of the federal
govermment despite thelr cynicism
about much of the testimemy which

to recommend that the states no
lmz;er apply worldwide combination

to foreign parents. (This position
is referred to hereinafter as
IXAT-WWCTET)

Nearly the entire first day of
the second meeting of the Task
Force was devoted to a debate
as to whether the Task Force
should ocomsider any cother alleged
problems in the fileld. State
personnel maintained that, Dby

nen=wReCTP, they would
be responding to the concerns
of the foreicn parents, they would
be responding to the concerns
of damestic parents by eliminating
any cause for retaliation against
American corporations by foreign
countries (retaliation which the
state members remained convinced
was not a legitimate threat),
and they would have fulfilled
their charge. The corporate members
chose to ignore the rnon-retaliation
benefits which this would produce:
they maintained that they too
mist be immunized from worldwide

_—

L



combination or else non-WWCEE would
areate discriminaticn in favor
of their foreign campetitors.

This debate was of crucial importance;
the wviability of the entire effort
depended upcn the outcome. By
agreeing ‘o comtimue on, the state
members exhibited a good-faith
desire tc act responsibly. There
is scme feeling of regret among
the state members today, though,
that by deoing so they may have
made it possible for thelr position
to be misrepresented. That is
why they have been so careful to
try: 1) to delineate the exact
boundaries of their agreemert: 2)
to note that their only agreement
was to certain principles as a
package; and 3) to specify that
cartain important corditions applied
to any agreement as to those prin-
ciples. The usiness representatives
by and large were equally adamant
to do the same thing from their
perspective.

Most of the subseouent Task Force
deliberations revolved arowyl coroerrs
f American corporations. Much
of the corporate effort was directed
at worldwide combinaticn; but,
as has always been the case even
in the absence of worldwide combimation,
the main corporate complaints were
directed at: 1) state taxation
of proportionate shares of dividends
received by domestic parents from
foreign subsidiaries, income which
the corparations describe as foreign
income but which the states insist
is domestic income to the receivimg
corporations; and 2) the non—deduct-
ibility of foreign taxes. No agreement
was ever reached by the Task Force
er the Working Group as to these
issues.

In an effort to nmake progress
somehow, the Task Force decided
to encourage its nembers to sukmit
proposals which could be considered,
Six were submitted. They Dbecame
known as Cpticns 1 through VI
and were included in the First
Report cf the Working Group when
it was issued on August 31i. Cf
course, ancther option, the Status
Quo, was always present in the

-

Option I was submitted by a repre-
sentative of Califormia, Options
IY and IIT by the state represettatives
as a group, Options IV and V Ly
the business representatives as
a group, and Option VI by the
representative of the Advisory
Commission on Intergoverrmental
Relations.

Option I provided for an activities
tax for which a taxpayer could
file as an alternative to the
corporate net income tax. The
tax would have been based sclely
on in=-state activities measured
by in-state property, payroll
and sales. The rate would have
been determined by each state
fram year to year for each industyy
by means of a calculation made
by reference to tax paid by firms
in the same industry conducting
a unitary business within the
state. This proposal never received
mnuch support, even f{rom ameng
the state representatives.

Option II, submnitted by state
representatives, and Option V,
submitted by the corporate razesenta-
tives, became the ultimate focus
of efforts to resolve differences
between the two groups since those
options seemed to present the
greatest potential for compromise.
Toward the end of the deliberations,
the ACIR presented its Opticn



VI in an effort to find a niddle
ground which might be acceptable

to both gqroupes.

Cptions IT through VI ohad several
common elements which were too
detailed to discuss 1in depth here.
They included agreement as to: 1)
what should be the coamponents of
a Water's FEdge combination (except
for continuing disagreement as
to B80/20's and some disagresment
as to which countries would qualify
as tax havens); 2} the requiremerts
which a state would have to meet
in order tc to be "“qualified" to
receive tax administration help
frem the TRS; 3} the availability
of worldwide combination with respect
to taxpayers which do not submit
spreadsheet informaticn properly;
4) information retention requirements
to be met by taxpayers who choose
to use Water's Edge combination;
3) federal/state information sharing;
6} federal assistance to be made
available to the states; 7) increased
IRS audit activity: 8) a ijoint
federal/state study of Section
482 regulations; and, perhaps most
i of all, 9) the extensive
and detailed information which
a tawpayer which chooses to file
on a water's Edge basis will be
recquired to submit on a so-called
"domestic spreadsheet." The latter
information will consist of details
cencerning the manner in which
the taxpayer files returns with
the varicus states amd the amount
of tax which it pays to those states,

The chart at the erd of this report
delineates the outlines of the
various options. Treasury agreed
that any state could qualify by
complying with any one of these
options. The states have generally
remained closely allied behind
Option II and seemed to be taking
steps aimed at complying with its
cerms. For its part, Treasury

has indicated its intenticn to
proceed soon with attempts to
chtain any legislation which will
be necessary in orgder to fulfill
its obligations under Opticon II.

Item #7's referernce to the effective
date received ro little attention
since the corporations wished
to be relieved of worldwide cobiration
retroactively in any state which
adcpted water's edge cambinaticn
in the stead of worldwide combination.
The states refused to accept such
a recomendation.

Item #8 was a majeor borne of conten-
tion. The corperations wished
to exclude from water's edge com-
bination corporaticns which the
IRS ceonsiders to be deriving more
than 80% of their income from
autside the United States. Since
the IRS allows such determinations
to be made on the basis of specific
accounting, the states cbjected
to the definition. The problem
was much more serious in the eyes
of the states, however. They
believed that, even if the more-than-
-B0% determination were made on
the basis of activities (property,
payroll and sales), to refrain
from including 2ll U.S. corporations,
including such 80/20's, in the
water's edge combination would
create a major loophcle which
night well become almest as significamt
as the dividend exemption upon
which the corporations were also

insisting.

Wnile there was general agreement
that corporations operating in
tax haven countries should be
included in the water's edge com-
binaticn, there was much disagreement
as to the definiticon of a tax
haven country. tem #9 on the
chart shows that the two coptions
were ultimately 25% apart. It
came to the attention of the State



members cof the Task Force after
the completicn of the Task force
effort that Great Britain is con-
emplating a reducticn in corporate
income tax rates to a level helow
the %0% recommended by the Corpora-
tions. There was scme irony to
be perceived in Great Britain's
becoming a tax haven under the
Cption VvV definition. This also
appeared to explain why scme of
the corporate representatives were
so anxious that the percentage
be recuced to &5,

Ttem #10 considered the possibility
that the U.S5. Supreme Court might
held that a taxpayer has a constitu-
ticnal right to use woridwide oom
biration whenever it wamts to do
so., Concerned that this might
happen, the states insisted iIn
Option II upon preserving their
right to return once more to the
utilization of that concent themselves
in order to avoid having it be
scmething available to the taxpayers
but nct to the states.

The de minimus standard referred
to at Item #11 refers to the desire
of the states to extend their juris—
dictional reach in order to be
able to apply their taxes to corpora-
tions which derive substantial
usiness from within their borders
even though now protected by Public
law 86-272. Under the proposal,
any corporation which made sales
of more than $500,000 into a state
in any two successive years would
be subject to the jurisdiction
of that state for the second year
regardless of P.l. 86-272.

The dividend issue, of course,
remained the outstanding and mest
difficult of all to resolve. It
seems clear to the states that
little short of autright exemption
will satisfy the corperations.
Nevertheless, the matter is contiming

to receive attention from the
states in the hope that some alter-
native can still be fourd which
will constitute a satisfactory

nmiddle groumd.

When the twe factions of the Working
Group could not agres on any cne
of the options, Secretary Regan
suggested that they at least agree
on scme principles. Those which
he included in the Final Repcrt
were a package to be taken as
as a whole; but both factions
were concerned that the panner
in which they were presented made
it lock as if they were not necessarily
mrtually intertwined.

The principles were stated to

be:

1. Water'sedge unitary combination
for both U.S. and foreign
based companies.

Z. Increased federal administrative
assistance and cocperation
with the states to promote
full taxpayer disclosure
and accountability,

3.  Copetitivealaree forU.8. miti-
natiomls, foreignmiltinatiomis,
and parely domestic usinesses,

The state members of the Woerking
Group were greatly concerned that
the public not be misled into
thinking that there was any agreement
cn the principles unless and until
there was agreement as to all
of the principles; a similar concern
was expressed by the corporate
members, Thelr expressions of
these concerns were included as
supplemental statements appended
the Working Group Repert. Subject
to these expressed exceptions,
all members of the wWorking Group
did sign the Report as a reasonable
expression of the results of the
Group's efforts,



In the eyes of the MIC, Cption
II is the most viable option ard
is the only cne which state legisla-
tures should consider currently,
Model legislation for its implementa-
tiom 1s beirxy preparead.

The Working Group did not reach
agreement. on any reccmmendaticons
whatsoever. The state npembers
remained adamant that worldwide
cambination is the preferable method
for determinirg that in-state income
of multinational kusinesses, The
reascn is that that method provides
the states with information and
enforcement capabilities to which
they would not otherwise have access.

The state nembers did agree to
certain corditions, however, urxer
which they would recommend that
the states use something less than
worldwide combination. The "scmething
less" is a so-called "water's edge"
compination, the parameters of
which the states have carefully
defined in order to include all
U.S5. members plus certain other
menbers of a unitary business.
The conditions require the federal
government to provide a guid pro
gque to the states in crder to make
up for the tax losses which the
states would suffer by foregoirg
worldwide combination.

The quid pro gque is te include
provisions for:

a) federal recquirements that
multinational taxpayers file
so~called *domestic spreadsheet”
information (in accordance
with specifications which
the state members of the Working
Group have carefully spelled
out) disclosing their tax
liability, and the method
of its calculation, to each
state in which they cperate;

b} IRS review of such information
for campleteness before making
it available to a designated
state agency for further
review and for recommended
actions;

c) federal legislation providing
up to $3 million to fund
the activities of the designated

agency ;

d) enactment of federal legislation
which would allow the IRS
to share with qualified states,
cammon agencies ard the desigrated
agency under duly-executed
exchange—-of-information agree-
ments, 1nformation an corporate
taxpayer tax liability and
the method of calculation:

e) improvement of the IRS' enforve—
ment capabilities in the
area of corporate incone
tax administration; and

9! the doirng of several additional
things which would enhance
the abilities of both the
federal ardd state goverrments
to deal with the camplexities
of corporate irxcome tax adminis-
tration.

The water's edge concept in question
would include in each combination
all of the following types of
corporations which are part of
the wnitary business, as determired
pursuant to the decisions of the
U.S. Supreme Court and the stats
courts)

a) Certain tax haven corporations;
b}  All U.S. corporations included
in a consclidated return
for federal corporate tax

parposes; ) .

c) U.5. Possesslions corporations:

d) Companies incorporated in
U.S. possessions or territories;
ard

&) DISCs (domestic intermaticonald
sales corporations) ard FSCs
{foreign sales corporations)

“ g
am A



In acceding to this type of arrange~
ment., the states opted to preserve
to themselves the right to apply
worldwide combination in instances
in which the taxpayer did not camply
with all of the above requirements;
and to do so in all instances in
the event that the courts rule
that the taxpayer does in fact
have the constituticnal right to
sue worldwide coambination.

Any adoption of water's edge cam-
bination by a state shaild be carefully
tailcred so that the state preserves
to itself the advantages of combinetion
to the full extent possible and
o ensure that neo retreat Irom
werlidwide combination take place
uniess ard until all of the above
corditions have been satisfied.

The state members of the Werking
Group also emphasized four other

important aspects of their agreement:

a) There must be no federal legis-
lation which would seek to
limit or restrict the marmer
in which the states administer
their taxes;

By  Any state which adopts amything
less than worldwide cambinatian,
e.g. water's edge combination,
should remain free to include
in the tax base of the cambined
group dividerds received frum
any foreign corporations which
are members of the unitary
business but the income of
which, because of the water's
edge limitation, is not included
in the water's edge combined
report; ‘, ‘

¢) Any legislation adopting the
water's edge concept should
be prospective in nature anly;
and

d) Any such legislation should
be corditicned upon the federal
government's first doing
those things called for in

the agreemernt.

At its Annual Meeting in July,
the Comission expressed its concern
that the conditions be met by
the federal goverrment in connecticn
with any state adoption of water's
edge combination. It did so in
a Resolutien which is included
at the erd of this report.

For the first time in a dozen
years, the MIC is involved in
no litigation. The U.S. Steel
matter was brought o a satisfactory
conclusion in January when the
U.S. District Court in Boise,
after receiving a remand from
the U.S. Circuit Court of Appeals,
ordered U.S. Steel to provid
access to requested infc:matim
in accordance with its October
i6, 1980 order. The audit is
now progressing toward completicn
and it may noct be necessary t
resort to further court action
as the audit procresses %toward
completion.

The lack of litigation at least
temporarily frees the legal staff,
which was increased in size to
two during the year, to concertrate
its efforts upcn: providing staff
support for the uniformity committee;
providing educational programs:
helping the audit staff in the
performance of its duties; and
writing articles in the field.



Committees

Andie

The »Audit Committee, under the
chairmanship of Robert Bennici
of Califcrnia, met four times during
the year to momitor the Commission's
audit activities. The committee
aversees the mamer in which audit
policy is implemented and, from
Time to time, suggeststothemmwim
any new policy decisions which
it may consider to be appropriate.
It alsc encourages the states to
support arnd to follow throxgh on
recommendaticons which result from
the performance of audits which
have been assigned by those states.

Und formi

The Uniformity Committee, under
the chairmanship of Maruel Gallegos
of New Mexico, also met four times
during the vear. It continues
to consider means by which increased
uniformity can be achieved, As
a result of its activities, the
Commission conducted a hearing
on a proposed Trucking Regulation
onn Nevember 13. The report of
the hearing cofficer is pending
as this Anmual Report goes tc press.

Publications

The Comission published two issues
of the Multistate Tax Commission
Review during the year. Published
in the format of a magazine, it
cortains news and articles pertaining
to the Commissicn and to current
interstate taxation matters. It
is distributed to the MIC's large
mailing list,

The Commissicn published no bocks
during the year but is in the
process of preparing a revised
Legisiative Handbook and an updated
Handbook on Unitary Apporticrment
for pablication in 1985,

Audit Program

During the past year, the Commission
has moved its New York audit office
to new and expanded facilitlies
in the same building in order
of provide for an exparded staff.
The staff there now minbers eleven
axlitors and a full-time secretary.
Meanwhile, the Chicago office
has expanded to four auditors:
and the two-awxiitor Texas office
has moved fraom Dallas to Houston.

Conclusion

The 1985 legislative sessiocns
will- be of major importance %o
the states and to the Commission.
Any legislation aimed at implemernting
water's edge combination must
be written carefully in order
ensure that the states receive
from the federal goverrment that
help which was the cordition upon
which the state members of the
Working Group were willing to
attempt to cooperate in an effort
to relieve the federal goverrment
of a problem which it claimed
to be experiencing. Meanwhile,
the Commission will contime to
pursue the goals for the acoomlisment
of which it was created scme seventeen

years adgo.
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MTC Resolution
Regarding {.S. Treasury Department’s
Working Group on Worldwide Unitary Taxation

WHEREAS, the {nijted States Supreme Court
has determined that woridwide combination is
a “proper and fair” method of measuring the
instate incomes of multinational corporations
operating unitary businesses and

WHEREAS, the Multistate Tax Commission
(MTC) has participated in the activities of the
(LS, Treasury Department’s Working Group on
Woridwide Unitary Taxation; and

WHEREAS, in an effort to resolve the con-
cems expressad by some foreign governments
about worldwide combination, the Treasury
Department and all the state members of the
Working Group recommended changes in
Faderal tax policy and practice and, conditioned
on implementation of those Federal actions,
recommended changes in State tax policies for
measuring the incomes of muitinational cor-
porations: and

WHEREAS, these recomimendations are des
cribed In detaii in Option I set forth in Annex D
to the Report of the Working Group and

WHEREAS, these recommendations for

federal action inciude, but are not limited

A. Enactment of a federal law requiring
filing of domestic disclosure spread
shests:

B, Intemal Revenue Service (IRS) assistance
to states conducting arm’s length audits

. Increased exchange of information be-
tween JRS and the states

. Significant increases in [RS resources
devoted to international tax compiiance:
and

WHEREAS, these recommendations for state

policy changes are conditioned on implemen-
tation of these Federal actions and include, but
are not limited tx

A, Comprehensive water's edge unitary
combination;

B Inclusion in the tax bases of muitina.
tional corporations of dividends paid to
them by foreign corporations and
subsidiaries

. Use of worldwide combination under
certain limited circumstances;

L Legal and procedural improvements in
state tax administration.

NOW, THEREFORE, BE T RESCLVED that,
subject to review and approval of the Group's
finai report by the MTC s represantative on the
Working Group the Multistate Tax Commission:

A. Commends the Working Croup for

undertaking this constructive effort to
promote increased uniformity of state
taxation of business within the federai
systern; and

B. Commends the Working Group for reaf.

firming the state’s authority to design
their own revenue systerns by ruling out
federal restrictions on state tax poiicy;
anid >

C. Reaffirms our own commitment to fed.

eraiism, our belief in each state’s respon-
sibility to design its own tax structure,
and our oppasition to federal restrictions
on state tax policy; and

[ Reaffirms our belief that states may elect

worldwide combination as an equitabie
and effective method to measure the in-
state incomes of muitinationai corpora.
tions operating unitary businessex and

E.  Reaffirms our belief that all taxpayers, in-

cluding foreign and domestic mulitina-
tional businesses, multistate businesses,
and businesses located within a singie
state, should be entitled to equal tax
treatment; and

F. Endorses the improvements in federai

tax compiiance and cooperative efforts
recommended in Option [ of the Work:
ing Group's Report as a constructive step
toward greater uniformity and efficient
and equitable tax administration; and

G Endorses as an equitable and acoeptabie

aiternative to woridwide combination,
impiernentation of the state policy
recommendations in Option § of the
Working Group Report, after the federal
government has implemented the com-
pliance and assistance improvements
outlined in Option 1L

WHEREFORE, the Multistate Tax Commis-
sion has adopted this resolution this 13th day
of July, 1984,







S8TAFF MEMBERS

EXECUTIVE DIRECTOR AND ACTING GENERAL COUNSEL

Eugene F. Corrigan became the Commission's first
staff member in 1969. His prior experience included
three years as a Sears, Roebuck tax attorney and
ten years with the Illinois Department of Revenue,
in the Chicago cffice of which he last served
as chief counsel. During the mid-sixties, he was
alsc a partner in the Chicago law firm of Stradford,
Lafontant, Fisher & Corrigan. He is a graduate
of Princeten University and of John Marshall Law
School of Chicago. He offices at the Commission's
headgquarters in Boulder, Colorado.

ASSISTANT CHIEF COUNSBEL

Alan H. Friedman's legal experience, over sone
fifteen vears included positions as legal counsel
with the U.S. Justice Department, the U.S. Senate,
and the Coleorade Attorney General's office. As
First Assistant Attorney General, he supervised
the legal representaticn of Colorade's Governor,
Secretary of State, Treasurer and Department of
Revenue. Immediately prior to joining the MTC
as Deputy Director and Assistant Chief Counsel,
he served as Deputy Director of the Coclorado Department
cf Revenue,. He 1s a graduate of the University
of California at Berkeley and of Boalt Hall Law
School at that University.

LEGAL COUNSEL

Sandra B. McCray has had extensive and varied
legal and administrative experience in the office
of the Coclorado Attorney General. There she has
served: as prosecutor in consumer protection,
redical malpractice and insurance fraud cases;
as Administrator of the Consumer Credit Code;
as Chief of the Financial Institutions section;
and, finally, as First Assistant Attorney CGeneral
in charge of the Regulatory Law Section. A Phi
Beta Kappa graduate of UCLA and a graduate of
cof the University of Cclorado Law School, she
will shortly receive her Master's Degree in Taxation
from Georgetown University.



OF QOUNSBEL

William D. Dextaer has served the MTC in an Of
Ccounsel capacity since July, 1%83, when he retired
as General Counsel, a post which he had held for
eight years. During those years, he conducted
majocr litigation on behalf of the Commission and
of states 1in varicus courts throughecut the land.
In 1978, he argued and won the case of MIC adv.-
U.S. 8teel in the U.S. Supreme Court. Two years
later, he participated in the preparation and
argument of the Mcbkbil case before that Court.
Tn 1982 and 1984, he represented Hawaii in two
cases before the that Court. A prolific writer
and a dedicated advocate of the interests of the
states, he began his legal career with the Michigan
Treasury Department in the late 19%40's and wvas
in charge of all Revenue litigation for many years
there as an assistant attorney general. He served
as an assistant attorney general for the Washington
Department of Revenue from 1969 until he became
+the MTC General Counsel in 1975. While, he 1is,
we believe, the nation's leading expert on unitary
apportionment, his expertise spans the field of
state taxation of interstate commerce.

AUDIT MANAGERS

Chicage: Fugene J. Dowd joined the Multistate
Tax Commission in October of 1974 after performing
and supervising income tax audits of large multi-
national corporations in the Chicago office of
the California Franchise Tax Beard for thirteen
years. Previously he had served as budget accountant
and as the staff internal auditor of the Armour
Research Feoundation.

Houston: Rcebert Milligan was a corporate accountant
for nearly ten years, He was the Tax Manager
of two different corperations prior te doining
the Michigan Department of Revenue as an auditor
in 1981l1. There, he audited for Income, Sales
and Use, Franchise, Intangibles, Business Activities
and other taxes until 1977, when he joined the
staff of MTC.

New York: Arthur Schwartz is a graduate of New
York University and has a Master's Degree fron
City University of New York. His audit experience
includes five years with Certified Public Acceounting
firms, three on corporate internal audit staffs,
twenty-three with the California Franchise Tax



Board and, in the early 1870's, a seventeen-menth
period witnh the MTT. He was maraging audlts of
major corpcrations for California when he rejoined
the MTC early this vear.
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CERTIFIED PUBLIC ACCOUNTANTS

Pxaecutive Jommittse
maltistate Tax Comnmission
Bouider, Colarado

#e have examined the balance sheets of Hultistate Tax Commissicon as of June
3¢, 1984 and 1982, and the ra_ated statement: of revenue and axpenses, changes
in fund »alance and changes in financial »esition for the vears then ended,
fur sxaminations wsre nade in accordance with generally acceptad auditing
srvandards and, accordingly, included such tsats of the accounting records and
gush other auditing procedures ay we congidersd necessary in the cirzcum-
stances,

In our opinion, the financial statements referred to above present fairly the
financial position of Multistate Tax Commission at June 30, 1984 and 1983, ana
the resultas of its cperations, changes in fund balance, and changes in finan-
vial position for the years then ended in conformity with generally accepted
geoounting principles applied on a consistent basis.

Riodie, Aleinite. v Aacpoiat=.

August 8, 1384



MULTISTATE TA{ COMMISZICN

BALANCE SHEETS
June 30, 1984 anpg 1982

ASSETS

1284 t9a3
TURRENT ABSETS
Cash (including cer«ificates of depesit of
3300,000 and S$20C.000 in 1984 and 1883
ragpectivaly) 5 400,999 5 329,895
Accounts receivable--mempers TE,492 18,3508
Accounts recelvabla--gthaer £2,437 17,496
Other current asseng 1,012 142
TOTAL CURREMT ASSETS cevrvovocncssnsncnnsescenss 539,340 265,845
FROPERTY AND EQUIPMENTw--Notes 1 and 3
Ooffice Furnizure and equipmen?t 186,553 171,454
Leasehcld ilmprovements 2,064 ———
188,517 171,554
Lessz: Aaccumulated depreciation and amortization 87,738 73,149

~3
(o]
€]
e ]
Lk
o
wn

- T;‘IA PROPE:RT{ :'%Nﬁ EQUI?ME‘IT P FE N AR SN AR 1{}0;8

CTHER ASSEY

Expense account advances 8,000 4, 8CC
Cepasits 1,638 1,686
Prepaid pension costge-Note 2 69,048 22,328

mTAL OTHER ASSET ERE R I B I N R B R B N NE N N R I R R G R ?6;?9‘; 38[32‘;

TOTAL ASSETS susvvsocnscssnsssasnsnnssovnsnse 5 717,613 S 502,274

el




LIABILITIES 3RD FI'ND BALANCE

1984 1983
CURRENT LIABILITIES
acsounts pavable £ 19,532 § 18,278
Accrued vacation pay-~Nota 6 £8,109 63,323
Pavroll taxes payable 10,%03 8,952
Current portion of lonc-term debhtn 6,543 5,982
TOTAL CURRENT LIABILITIES sveectsvcrotsssarennca 105,087 96,502
LONG-TERM DERT
Note pavable--Note 3 29,577 35,529
Less: Current portion A543 5,952
mT;&L LQNQ’?ER—M DEBT @ FE %A EF T Y 6 %D R SRS S EE e oEh et 23 ¥ 034 29 F 577
FUND BALANCE--~Txhibrt B
Unapnropriated fund halance 539,492 176,8%4
fmTAL «.‘Jz!D BAI;ANCE # B E P F £ 2 A EF R R e ETREr YRR E Y ST R TS 58‘9ré92 3?6p894

TAL LIABILITIES AND FUND BALANCE .vcvsncws- $ 717,613 5 502,874

Bee accompanying notes to financrlal statements.



- DADLLLT
MOLTISTATE TAL COMMISSICE
STATEMENTS OF CHANGES IM FUMND BALANCE
For the vears ended June 30, 1384 and 19832
1984 1983

44

FUND BALANCE~-Beqinning of Y887 ,.cecesversavenserse 5 376,854 $ 278,784

Exoess of revenue over aXpenses~—-

Exhibkit C 212,588 28,110

?‘:‘Nb BAL.:\A"}CE"“&@ Of ?‘&ar # R YRS W R A F T F T LT AL AN A SRR S 589;492 S 3?6p894

See ACCOMBANRYING notes to financial statements,
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MULTTETATE TAY CTOMMIZSSICH

13

STATEMENTS OF RIVENUE AMD EZXPENEES
Por the vears enced June 30,

REVENUE
ABgessnents
Interegr
Jther revenue:
egal administy
Miscellanecus
sawn on sale of fizxed assezs

Ttive

TOTRL REVENUE ..ccuecssacarsrsarsarcnscacnnsnres
TEPENSES
ACCIUNLing
Hands and insurancs
Coensulzing fees
Depreciation and amortization
Emplioyee group iLnsurance
interest sxpense
Laegal and iegal support
L.oss on saie cf fixed assets
Miscellanecus expense
Office supplies
Bension plan and retirsment provision
POStAace
Printing ané duplicating
Publicatians
Bant
Repairs and maintenancze
galaries
Telephone
Travel
ptilities
TOTAL FXPENSES

& H M T A Y FET R EB N WS DR ® kG DoBre s ow

EXCESS QF REVENUE CVER EXPENSES

TR e G EE R EE S & AE WG T

1984 anc 1wR3

1984 1483
57,380,417y §7,17%,378
25,220 49,937
63,150 39,642
T30 350

463 v
1,49%, 180 1,289,307
7,800 7,500
4,951 3,734
163,109 26,920
32,987 28,780
a1,247 45.872
3,120 1,49¢C
19, 300 45,048
e 644
2,457 17,64
3,609 6,262
73,012 83,482
9,284 3,893
13,230 16,083
4.726 1,887
1,750 73,845
4,256 4,99C
713,872 656,182
25,354 271 ,8%0
77,054 51,311
1,658 4,173
1,286,782 1,171,197
s 212,548 ¢ S8,110

See accompanving notes to financial statements,
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ML TISTATE TAX COMMIZDICH

STHATEMENTS OF CHAMGES IN FINANCIAL POSITICN
oy the vears ended June 30, 1%s54 ana 18582
1984 19973
WORK ING CAPITAL PROVIDED EY:
Operations:
txcess of rewvenue over expenges § 212,538 3 28,110
add: Charges not requiring the use of working
capital:
Depreciation and amortizasion 32,2482 28,780
Net book value of property and egulpment sold 3,AB37 5,941
Working Capital Provided by Cperaticns ...s. 249,217 33,831
Secrsase 1n net investment 1n sales-type lease o 24,587
TAL PROVITDED it cusasoosssnssssnssesaussansstnssnssanss 249,77 188,412
WORNING CAPITAL APPLIED TO:
Purchase of property and ecuipment 39,193 51,374
Decrease in long-term obligations 6,242 6,220
Increase in expense account advances 1,200 1,200
Increase in prepaid pensicn costs - 35,770 13,749
TOTAL APPLITD s cvcoavsnaravetsnnsasonsoenpmscnsnssness 83,708 102,563
INCREASE IN WORKING TAPITAL ecarceessrcassasvasssascssonnnscs 5 165,817 3 55,850
CHANGES IN WORKING CTAPITAL COMPONENTS
Ircrease {Jegrease; in current asgets:
Casn g 71,300 s 11,C0%
Accounts receivable--members 56,584 (2,375}
ACTounts recelvabe--othar 44,941 16, THE
Current portion of investment in sales-type
lease - {5,954)
Cther current agssens B7C (523!
174,035 18,318
Decrease {increase) in current liabilities:
Acgounts payable {1,258) 5,0228
Accrued vacation pay {4,786) {33,654
Payroll taxes payable : (1,551 {2,368
Assessments and auwdit reimburssements
coliected in advance o 40,000
Carrent portion of long-term obligations {591} 27,296
(2,%84) 27,5812

INCREASE IN WORKING CAPITAL cuconmnnsorceesssansrssansnscrasns o 1685, 517 § 55,350

See gocompanying notes to financial statements,



ROTE 2

MULTISTATE TAL COMMISSIOR

ROTEES TC FINANCIBLL STATEMENTS
June 36, 1984

SUMMARY CPF STCENIFTUANT ACUDONTING PULICIES

The Multisrtate Tax Commission was organizad in 1987, It was
established under the Mulfistate Tax Compact, which by its terms,
became effective august 4, 1967, The basic ebiective of the “Compact®
and, acccrdinglv, the Commission 1s to provide soluticons and additional
facilities for dealing with state taxing problems related to multistate
business,

Merthod of Accounting

The Commission follows the accrual method of accounting wheraby
agasegsnent revenus 1§ recognized in the fiscal vear of assessmentc,
Corptributicns by states for specific purposes are recognized as income
during the vear of recelipt. Other raevenue 13 recognized as it s
garned, ExXpenges are recognized as they are incurred.

Property and Eguipment

&1 1 properTty and eguipmment is stated at cost and depreciated usi
shralght=line and acgelerated methods over the estimated useful i.v
of the assets which range from 3 to B years.

PENSICN PLAN

The Commigsion nas a defined Dbenefit pension plan  covering
substantially all of 1ts emplovees. The *otal pension expense for the
vear wag 573,012 which incliudes amorticzation of prior service cests
aver 10 vears. The Commission's policy 1s o fund pengion cost
ancrued, The aczuarially computsd value of vested benefits as of June
3¢, 1984, is fully funded., The accumulated plan benefli<s and plan net
assets are presanted below:

ACTUABRIAL PRESENT VALUE OF ACCUMULATED
PLAN BENEFITS AT JUNE 30, 1284:

vested $184.,642
Nonvasted 17,076

MARKET VALUE OF NET ABSETS AVAILARLE
FOR BEWEFITS AT JUNE 30, 1984 SE£EB, 240

The assumed rate of return used in determing the aciuarial pressnt
value of accumulated plan bhenefilts wag 6.5% compounded annually.
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HOTE 4

MULTIETATE TAY COMMISSION

ROTES ™0 FYNANCIAL STATEMINTS (Continued)
June 30, 1984

NCTE PAYAZLE

Note pavable at June 30, 13984 was as follows:

Current. Long-Term Total

manufacturer--3-3/2% instaliment note,
collateralized by related eguipment,
payable in monthiy installments of
§756.03, including interest, with
final payment due May 1, 1988. 5 6,543 5 23,034 5 2

W
[¥31
-k

~4

COMMITMENTS

™e Commission rents 1ts primary office facilities in PBoulder, Colorado,
and other office facilities 1In New vYork and Illinols under lease
agreements with terms explring on various dates through August 31, 1388,
These leases provide for the fellowing minimum annual rentals exclusive cof
utility charges and certaln sscalation charges: ‘

Figcal Year Ended Minimum Annual RBental
June 30, 1985 50,328
June 30, 1384 42,836
June 30, 1987 13,278

TOTAL ERE N A R L I N R B A A L O 3186;4‘46

™he Jeages include certain escalation charges based on varieous factors
including wage index, utility, opesrating and property tax increases
£rom a base vyear.

IHCOME TAXES

In the opinicn of legal counsel, the Commission 1s exempt from Federal
income tax asgs well as from other Pederal taxes as an organization of a
group of States or as an instrumentalicty of theose States. Therefore,
rno provision has been made in the financial statements for Federal in-
come taxes,



KOTE 6 =

MULTISTATE ThX COMMISIION

NOTES ™0 FTNANCIAL STATEMENTS (Continued)
June 30, 1984

ACCRUED VACATICON PAY

in accordance with $Statement 2f Financial Accounting ftrandards No.

43,

"accounting For Compensated Absences”, smplovess’' rights to receive
compangation far future absences have been accrued for the vear ended
June 30, 1984 and 1983, The calculation is based upon 250 working days
per wvear, with the maximem number of vacation davs being 40 per &
ployee, unless specific authurization jg received from the exscutive

director.
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