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November 3 0 ,  1 9 8 4  

To t he  H o n o r a b l e  Governor s  and S t a t e  L e g i s f a t o r s  
o f  Member S t a t e s  o f  the M u l t i s t a t e  Tax Commission. 

T h e  p u r p o s e  o f  the M u l t i s t a t e  T a x  Commission i s  
t o  b r i n g  even  f u r t h e r  u n i f o r m i t y  and c o m p a t i b i l i t y  
o f  the  t a x  l a w s  of the  v a r i o u s  s t a t e s  o f  t h i s  
n a t i o n  and t h e i r  p o l i t i c a l  s u b d i v i s i o n s  i n s o f a r  
a s  those l a w s  a f f e c t  m u l t i s t a t e  b u s i n e s s ,  t o  g i v e  
b o t h  b u s i n e s s  and the s t a t e s  a  s i n g l e  p l a c e  t o  
w h i c h  t o  t a k e  the i r  t a x  p r o b l e m s ,  t o  s t u d y  and 
make r e c o m m e n d a t i o n s  o n  a  c o n t i n u i n g  b a s i s  w i t h  
r e s p e c t  t o  a l l  t a x e s  a f f e c t i n g  mu1 t i s t a t e  b u s i n e s s e s ,  
t o  p r o m o t e  the  a d o p t i o n  o f  s t a t u t e s  and r u l e s  
e s t a b l i s h i n g  u n i f o r m i t y ,  and t o  a s s i s t  i n  p r o t e c t i n g  
the  f i s c a l  and p o l i t i c a l  i n t e g r i t y  o f  the s t a t e s  
from f e d e r a l  c o n f i s c a t i o n .  

I r e s p e c t f u l l y  submi t  t o  you the s e v e n t e e n t h  annual  
r e p o r t  o f  t h e  M u l t i s t a t e  T a x  Commission. T h i s  
r e p o r t  covers  t h e  C o m m i s s i o n l s  a c t i v i t i e s  f o r  
t h e  f i s c a l  y ear  beg inn ing  J u l y  1, 1983  and e n d i n g  
June 30 ,  1 9 8 4 .  I f  i n c l u d e s  a  r e p o r t  on r e c e i p t s ,  
e x p e n d i t u r e s  and o p e r a t i o n s  for  t h a t  per iod  from 
Rhode ,  S c r i p t e r  & A s s o c i a t e s ,  C e r t i f . i e d  P u b l i c  
Accountan t s  i n  Boulder ,  Colorado.  
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Designed ts encDuragc cniformity in stace tax Laws applicable to 
interstate Susiness, it also a i m  at improving the administrathcr. 
of state taxes wit:? respecc. to that business. Toward this e 3 6 ,  
it contains a provision authorizing cooperative or joint 
auditing., T3e Compact also contains the Unifcrm Pivision ,riE 
Income for Tax ?urpcses Act jl!l?ITPA), which is used to 6eterxir.e 
how much of a ccrpcrate Susiness's income is properly subject tz 
taxation in each state in which it does business. 

Multistate Tax Comaission is the cperational sgency created 
by, and operatinu cn behalf of, the member states of t::e 
Multistate Tax Compact. The meabers of the Commission are the 
tax administrators of the 2l nember states. 

The 2 :  members aeet at an annual meeting and at quarterly 
meetings . Between such aretlr,gs, the affairs of the Ccmmlsslc-I: 
are supervise2 by an Executive Committee. This Committ~e 
consists o f  seven of the 21 members. It includes the Chair~an, 
the Vice-Chairman, and the Treasurer of the Commission, plus pasc 
airmen. X t  meets upon call of the Chairman, usually quarterly. 

The day-to-day activities of the Commission are conductsd by a 
stat f which is headed by the Executive Director, m e  head- 
quarters atfice is located in Boulder, Colorado. Audit offices 
are maintained i n  Chicagc, New 'iork Clty and Eous=on. Tt, e 

Ion also has a representative in Xaskington, P.C. The 
staff ns 2 5  in number. 

The purposes of =he Multistate Tax Compact are to: 

1. Pacilitatc proper determination of State and local tax 
liability of multistate taxpayers, including the equitab;e 
apportionment of tax bases and settlemer, t of apportionment 
disputes. 

2. Promote uniformity or compatibility in significant eom- 
ponents a£ tax systems 

3. Facilitate taxpayer canvenience and compliance in the filina 
of tax returns and in other phases o f  tax adsinistration. 

4 ,  Avoid duplicative taxation. 

In pursu:: of these purposes, the Maltistate Tax Commission and 
the meaber states are seeking to establish rational qround rules 
for the solution of interstate tax problems. 



T>e Zuitistare l a x  Commission con . . i t i t i r t e s  an ittempt b y  the 
states :O resolve icters2at.e t a x  pr:alrros f3r :he states and for 
busizess tax?ayers. It a i m  to preserve to the states, thrcxqh 
cooperstion among t>easelves, the richt t 2  administer their cwn 
tax prograins an2 the ability to 5;o so efficientLy. T?le ai- 
ternatr.ve m y  be f e 9 e r % l  lecjisiative restrictf.on of state tax 
acisinistration powers until state soverei~nty itself aay become 
questionable. 

The Multistate Tax Cornm~ssLon promotes unifcrraly efficient state 
tax administration nractices. It takes an active part in 
implementing that ilnif~rmity. 'its :oint auditing progra 
constitutes an effort to ensure equitable treatment for taxpayers 
and improved cnapliance by them with the tax laws of its =ember 
states. 

The Xultistate Tax Commission, differs fram any ot'her tax orgar,- 
iza~ion in that it provides a joint auditing service ane in that 
it actuaLl:i gets involved wit3 its aember states in seeking 
improved compliance with state tax laws. Obvious efficiencies 
are derived from having experienced acc?itnz-s peraanently located 
in major cities for the purpose of performing complicated audits 
of large corporate businesses there for msn:i states at the same 
tise. 

The Multistate Tax Co issicn reecgnlzes t t lack of *mi form tax 
administration aractices can cause substantial problems for 
business. m e  Gommissron works toward uniform simplicity rn 
compliance procedures to the full extent possible. It knows that 
uniformly equitable treatsent of taxpayers is a prerequisite to 
good tax adninistration. It is therefore as concerned as is any 
taxpayer that all taxpayers be treated fairiy. 

Included among its concerns is the need to be able to assure each 
complying taxpayer that all other taxy>ayers, especially the larqe 
complex multicorporate business taxpayers, are carnplyinq with the 
t a x  Laws of the states. k.i effective joint audrt program can 
give that assurance, 

In addition to the 21 member states, ten states are associate 
mesbers af the Xultistate Tax Commission, their Governors having 
requested this "cbservatlonal" status, 
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EXECUTIV R'S REPORT 

m main vena of a c t i v i * ~  affectirq 
the M K l t i s t a t e  Tax 0 ' 'ancbrkq 
the year was the 'Bedswy BuildirrJ 
inWashin$m, D.C. ~~, a 

by the  Presideqt, m e t  on three 
dif f ere~t  occasions: November 2 ,  
and December 6 ard May 1. m e  
Qarp enmisted of: chief WEUS~~FI 
officers of s i x  U.S. ~~ 

c=F=a- 
a t r ade  

association; three pxm~~3;  
s ta te  tax administrators, an8 of 

Commission on Inteqwernmentd 
Relations: repmsmtatives af the 
white Hcuse ard the S t a t e  
ard tle SEsetv.y of tha 

Fadl  of those of tfia Wcekirq 
Group, in turn, intal a staff 
person t o  same an a Task Farca. 
One was the execut.ive director 
of the Multlstate Tax hmmisnion. 
Z%is wcnk ccnqied a =jar particm 
o f t t r s ~ ~ a F i o x t o f t b m  
s t a f f f r a n ~ ~ ~ .  

T h e c t i a r g . o f t b T a s k F ' a z Q w a  

crPrPrning t!! prclrlews) 
to.tfie-C;rarp- 
recommestdations for tho Workirag 
Groupls-, l h ~ ~ ~ r q  
its work, the Task Force mert cn 
e i a t  different occasions For a 
total of some twenty days chrrfrg 
abart half of which it heard extensive 
testimony and ed documents 
andcturilqthe half of dridi 
it dekated ard delbxated. 

which triggered the 
t l e  Working GrouG 

foreign parerhs ljnidl 
relief fram so-called 

worldwide cerraDinatian as  -Lied 
b y s a n e s t a t e s t o t h e m a r r t h d r  
a f f i l i a t e s  . They had created 
nudl corrsern a t  +& federdl level 
about internat ional  relations, 
trea re- 
tali €5. 
The s t a t e  m rs of t l e  Task 
Force were  generally sym~athe t j ,~  
t o  the conc- of the federal 

ta recommend that the states no 
1cJIxpr qply  wnrldwide axubination 
to f- parents. ( T h k  p i t i a n  
is re fe r red  t o  hereinafter as 
-) 

Nearly the ent i re  f i r s t  day of 
the second neeting of the Task 
Force was devoted t o  a debate 
as t o  whether t l e  Task Force 
shaild mns* arry ather alleged 
problems i n  t h e  f ie ld.  State 
personnel  maintained 'ihat, by 

-, w -d 
ing t o  tke concerns 

of-farsignpanat?r,thay- 
be  responding to t??e concerns 
of c%mestic parents by eliminatdq 
any cause for retaliation asplii3st 
Amarican corporatians by f d g n  
courrtrios (re 5dIichtha 
s t a b  members cxmv ixd  
was no t  a l e g i t b a t e  th rea t ) ,  
and they would have fu l f i l led  
theircharge. m e ~ t e m e m b e r s  

to igrxm3 ttza r m r k - ~ i a t i o n  
its which this wazld pcchuse: 

they maintained tha t  they too 
must be immunized fmm wo~Ldwi&? 



or else non-MK2 wo1;13 
scriminati.cn m favor 

of LheL- foreign i+ors. 

debate was of mxial 
tk& viabilizy of 'the entire effort 
depended upon the  outcome. By 
agree- t r ~  amtime on, the state 
members exh ib i ted  a good-faith 
desire t o  a c t  respmsibly. ?fm 
is some feeling of regre t  anon 
t!e s t a t e  m d e r s  today, 
t h a t  by doing so they na 
wide it pcssible fcr  their pxjition 
to be misrepresented. That is 
why they have Oeen so carepa to 
t r y :  1) t o  del ineate  the  exact 
boundaries of t h e i r  agreement: 2 )  
t o  note tha t  their only a- 
was t o  ce r ta in  principies a s  a 
package; and 3 )  t o  specify +hat 

d t i m s  ap~?li€d 
as to Lk6e Fin- 

ciples. Ihe business wresentatives 
by and large equally a d m m t  
t o  do the  sane thing from their 
p e W L v e .  

Xost of t3e s&sxpmk Task Force 
delibratiom revolved arcmd crnrens 
of American corporations. mch  
of the colpsrate effort  uas 
a t  worldwide combination; but, 
as  has always been the 
i t i t h e a h T e r m 0 f ~ l ~  
the Icain oorprrrate carplaints were 
d i r ec t ed  a t :  1) s t a t e  taxation 
of proportimate shares of dividends 
received by dumestic pxents f m  
foreign subsidiaries, ixxm 
the mqmatians describe as f 3 d g n  
j.nam2 but wtrieh the states hist 
is dnaestic bcnns  to the ,-eceiVirrJ 
coqmations; ard 2)  the rm-de%&- 
ib i l i ty  of foreign taxes. No agreanrrh 
was ever reached by the Task Forae 
or the  Working Qraq, as to these 
issues. 

I n  an e f f o r t  t o  nake crcgress 
somehow, L!e Task Fzrce 2eclcw; 
to e ~ x x v a g e  its *A >5xkxnit 

s which. mc113 Se c o r s i ~ .  
Six were suhrnittxd. They 
known a s  Cptions I thrcuqh irI 
and were included i n  the  F i r s t  
R e p o r t  of tfie %or- Gmup when 
it was issued on Aqust 31. Cf 
cause, anotkr option, the S ta tus  
Quo, was aiways present i n  t.he 
B. 

Option I was submitted by a repre- 
senta t ive  of Caiifoniia, ( 3 p t . i ~  
nmmbytkstate-ti- 
as  a group, Optiors N ard V ?q 
t i e  business representatives as 
a group, and Option V I  by t?e 
representa t ive  of 'S,e Xvisory 
Commission on Intergcvermnental 
Relations. 

Cgrtian I prwided for an adLivities 
tax f o r  which a taxpayer could 
f i l e  a s  an a l t e rna t ive  t o  the  
corporate net  income tax. The 
tax would have been based solely 
on in-state  a c t i v i t i e s  measured 
by i n - s t a t e  p roper ty ,  payroll 
and sa les .  The r a t e  W d  have 
been determined by each s t a t e  
frm >ear to year for each h2us t ry  
ky means of a calculat ion made 
by reference to tax paid by firms 
in the  same industry con* 
a u n i t a r y  business within We 
state. 'ibis propcsdl rsverreceived 
much suppor t ,  even from among 
Vie state -ti-. 

Option 11, s b m i t t e d  by s t a t e  
representa t ives ,  and Option V, 
sutaaittedbythe corp3rate represe?ta- 
t ives ,  becane the ultimate frxus 
of efforts to resolve diff.smnces 
~ t h e t w o g r r x q r s s i n c e t f i o s e  
opt ions  seemed t o  present the 
-test pAmtial for aapromise. 
lkward the end of the deliberations, 
t h e  A C I R  presented i t s  Option 



VI i n  an effort  to fin5 a 
ground whisi might be acceptable 
tomgrags. 

They included a 

a Water's EK3q-e 
f o r  con t inu in  
t o  80/20's and some d i s agmaem 
as *a which amtries WOUld qualify 
as tax havens);  2)  the nqukamb 
which a s t a t e  wald have to meet 
i n  order t o  t o  be '*qualifiedif to 
rece ive  tax adrministration help 
from the ZjS: 3 )  +& avail 
of war1dkrIde combh t~on  wiLi 
t o  taxpayers which do not 
spreadsheet informati 
4)  infmticm retention 

t o  use Water's Edge combination; 
5) f&erd/state informtion sharirq; 
6 )  federal  assistance to 
available to the states; 7) 
i R S  a u d i t  ac t iv i ty :  8 )  a j o m t  
f e d e r a l / s t a t e  s tudy of Section 
482 zqulations: and, pri%ap ra>st 
b p r t i m t  of all,  9) th.e extensive 
and d e t a i l e d  information which 
a taxpayer w h i ~ i  chCaSeg tc f i l e  
on a water 's  Edge bas is  w i l l  be 
required to Nfmnit on a so-called 
" M c  spreadsheet." Ihe l a t t e r  
infomatian will cconsist of details 
concerning t h e  manner in which 
the taxpayer f i l e s  returns w i t h  
the varicus states and the 
of tax whit? it pays to  thccje states. 

? h e c h a r t a t t h e e n l o f t h i s r e p o r t  
d e l i n e a t e s  t h e  outlines of the 
various options. h-easury 
that any state could qualify by 
complying with any one of these 
options. he states kiave genemlly 
remained c l o s e l y  a l l i e d  behind 
O p t i ~ I I a n d s e e m s d t O b e t a k i r q  
s teps  a h x l  a t  amplying wi th  iCs 
terms. For its par t ,  Treasury 

has indicated its intention to 
proceed soon wit? attempts t o  
ebbin  mf l q i s l a t i on  *ch w i l l  
be necLzssary in order to fu l f i l l  
its cbligatians >sder option 11. 

ICsm q7's reference to the effective 
m i I t t l e  attention 

o rpora t ions  wished 
to be reliered of worl&i& &irattn 
retroact ively in any state k"n',& 
adopted watert  s edge combimticn 
i n  the stead of worldwide cc;mbFnat;m. 
2% states re- to accept sic? 
a on. 

1W.z~ #8 w a s  a mjor kane of amtceq- 
t i o n .  The corporations wished 
to exduds fnrm water's edge cam- 
bination corporations -which ti 
33s cansiders to k.2 deri?ri.rq ImE 
than  80% of their incmne from 
artsi.de the united States. Since 
the IlG all- such detenninatiicols 
to be nade on the basis of s p c i f i c  
accounting, tbe  s t a t e s  objected 
t o  t he  def in i t ion .  The problem 
w a s  mre serious in the eyes 
of the s t a t e s ,  however. They 
be;lieved that, even i f  the more-than- 
-80% determination w e r e  made LX 

the basis of activities (pmprw _ r 

payrol l  and s a l e s ) ,  t o  ref ra in  
f c c n n i n c l ~ a l l U . S .  mrpmtksv 
including such 80/20ts, i n  the 
water  ' s edge combination would 
c r e a t e  a major Loophole which 
l n i g t l t u  ~ a s ~ i c a n t  
a s  the dividend exemption upon 
which the corpxations -ere also 
ins-. 

~ e ~ m s g e n e r a l ~  
t h a t  corporations operating i n  
t a x  haven countries should be 
indludEd m t h e  water's edge am- 
binatian, there -was nu& d i s a c p m ~ ~ &  
a s  t o  the definition of a 
haven country. Item #9 on the 
chart d tbt t?e two options 
w e r e  ul tunately 25% apart. It  
cmoe to the aPLention of the Stat2 



members cf p&e Task Force a f t e r  
t?.e completicn of thk Task Force 
e f f o r t  t i i t  Great Eiri"& is Om- 

+xxpiatit-q a r&uction in =prate 
ir.cxme tax rates +a a level m 
the 90% ?xccmb%u?ati 'by the oorpom- 
t ions.  There was some irony t o  
be perceived in  Great Br i ta in ' s  
becoming a t a x  haven under the 
Option V defini t ion.  This a l so  
appeared t o  explain why some of 
+the c o ~ r a t e  representatives were  
so  anxious t h a t  +the percentage 
be r&UC& to 6 5 .  

Item $10 wide--pd the p;ssibi;ity 
that  the  U.S. Sup- Cxlrt &@?t 
hold that a taxpayer has a a_astitu- 
ti& right to use vmrl&Ide ccxn- 
bimt ion  whenever it wants to do 
so. Concerned t h a t  +his might 
happen, t h e  s t a t e s  ins is ted  i n  
Option I1 upon preserving t h e i r  
r igh t  t o  r e t u n  anw more to the 
utilization of +ht eance+h themselves 
i n  order t o  avoid having it be 
samthhg available to the taxpayexs 
but mt to thg states. 

The de mininus sbqdard  &erred 
to a t  Item 411 ref&- ta the desire 
of the states to extar3 L W  juris- 
d i c t i o n a l  reach in order t o  be 
able to apply their taxi=s to corpora- 
t i o n s  which d e r i v e  substant ia l  
tslsiness frcan within theix kmkrs 
wen thatrJh n a ~  pzutxc%d by Fublic 
Law 86-272. Under the  pmpsdl, 
any corporation which made sales 
of mre than $500,000 into a state 
L? any two suocessive years wm2.d 
be sub j ec t  t o  t ? e  jurisdict ion 
of tf;at state for the secnrrl year 
rqardless of P.L. 86-272. 

The dividend issue, of course, 
remained the  mL&a&iq Jrd m s t  
d i f f i c u l t  of a l l  t o  resolve. It 
seems c l e a r  t o  the  s t a t e s  that 
l i t t l e  short of artright exenp7tion 
w i l l  s a t i s f y  t h e  corporations. 
N e w x t h d e s s ,  thematteriscclltir;uin3. 

t o  r ece ive  a t t en t i on  from the 
st~tes  in ths hop ttat scn;u3 alter- 
native can still be faxxi Wc! 
w i l l  cons t i tu te  a saclsfactor.? 
miMle qrcmd. 

W w n  the ts.m fact tms of the 'dorkirq 
Gnag could not m a n y -  
of the options, Secretary Regan 
sqqesbd tkt rhey a t  least agree 
on some principles. 'hose w h i c h  
he included in the  Findi Report 
were a package t o  be taken as 
a s  a whole: but both fact ions 
were concerned t h a t  the manner 
in which they kere prtrented mde 
i t l aokas  i f  theyirerer&.tnecess~-Jy 
nartudily intert-. 

The 
be: 
1. 

2 .  

3 .  

p r i n c i p l e s  were s ta ted  t o  

Water's ecige unitary c n r b ~ .  
f o r  both  U. S.  and foreign 
basgt cxmpmies. 
Ilxrewdfederal - ' ' &LVE 
a s s i s t ance  and cooperation 
w i t !  t he  s t a t e s  t o  promote 
f u l l  t axpayer  d i s c l o s u r e  

The state menben of the Workkq 
Glwp we.re g?xatl.y tha t  
t h e  pub l ic  not be misled intcl . . 
thmkugthattherewasanyagreerent: 
an the principles unless and unt i l  
t h e r e  was agreement a s  t o  a l l  
of the principles: a siuilar concern 
was expressed by the  corporate 
members. Their expressions of 
these concerns were inclxkd as 
supplemental statements appended 
the Worn GrwpRegmt.  Subjed; 
t o  t h e s e  expressed exceptions, 
a l l  memben of the Worm Gnsrp 
did sign the R e p r t  as a lreasondole 
expressicm of the resu;ts of the 
Gnagls efforts. 



I n  the  eyes of the  KTC, Cption 
I1 is the  most viable option an3 
is the only one .which state l q i s l a -  
tures  should consider currently. 

l q i s l a d o n  for its 
t i o n i s h i q  

The Working Group did not reach 
agreement on any reccarnendations 
whatsoever. The s t a t e  members 
remained adamant t . a t  worldwide 
ambination is the preferable i~&2crl 
for determir'irxj that in-state inccane 
of multinational businesses. ?he 
reason is t t t  that methal prwides 
the s t a t e s  w i t %  information a id  
enforcement ilities to -which 
t h e y r * a i i d n o t ( r ~ h a v e a ~ .  

The s t a t e  xembers did agree t o  
certain cmr&ticms, hcwwer, 
which they would recommend that 
t h e s t a t e s u s e ~ l e s s v l a n  
worldwide azmbi?atron. Ihe wxBaethi'g 
lessw i s  a so-called "'water" &ge" 
combination, t h e  parmete rs  of 
which the states have careful ly 
defined in order t o  include a l l  
U S, members plus certain other  
nembers of a unitary busmess. 
.me crariitlcms *-F?quz--e the fedgsdi 
govement  t o  prwxde a auld rsm 
~ t o t h e s t a t e s i n c r r d e r t o m d k e  
up fo r  the tax losses which the 
s t a t e s  would suf fe r  by f o r e g o k ~  
-mrldw~de a m b b t i o n .  

The quid pm quo is t o  include 
prwisiarc; for: 

a) f e d e r a l  requirements t h a t  
multinational taxpayers f i l e  
socdlled "danestic spreadsheet'l 
information ( i n  accordance 
w i th  s p e c i f i c a t i o n s  which 
the state zmnbax of the Working 
Group have c a r e f d l y  splled 
ou t )  d i s c lo s ing  t h e i r  t a x  
l i a b i l i t y ,  and t h e  method 
of its calculation, t o  each 
scat€? in wtitdl * i  apera"&i 

IRS review of xi infomtion 
for  leC-s before .m?kiq 
it availdale *a a desigrated 
s t a t e  agency f o r  fu r the r  
review and for recommended 
actions; 
federal leg-islation providbq 
up t o  $3  illi ion t o  fund 
the activities of t.t& ciesignated 
agen=y: 
enactmat of federal 1tqis;atia;. 
which would allow the  IR5 
to sham w i t h  qualified states, 
coanan agerdes ardC&dedgmt& 
agency under duly-execured 
emhaqeof -inf ormation agree- 
mwts, infomation m corporate 
taxpayer tax l i a b i l i t y  ard 
the msthxi of calculation: 
-of t h e m '  enforce? 
ment c a p a b i l i t i e s  i n  the  
a r ea  of corpora te  income 
tax admi.r&3xation: ard 
the do* of several additional 
things which would enhance 
the a b i l i t i e s  of both the 
f€deral ard state cjov- 
to dsdE w i t h  +& c~mplexi*Aes 
of corporate irzxxws tax ac?&nis- 
tratim. 

m w a t e r ' s ~ a l g e m ~ d o n  
wculd include i n  each clcanbinatlan 
a l l  of t h e  following types of 
corporations which are part of 
the unitary busmass, as de-ed 
pursuant to the der=isions of the 
U.S. Supreme t4xlrt ard the state 
-; 

C e r t a h  tax haven mrprations: 
A11 U.S. corpaatim included 
i n  a consol idated  r e tu rn  
f o r  f e d e r a l  corporate tax 
P'w==; 
US. Possessions a x p m t i o n s :  
Companies incorporated i n  
U.S. p s s s e s s i ~ c r t e r r r i ~ ;  
arY5 
DISCS !&onestic intx%mtiondl 
sa les  cor~,rations) ard Ef& 
(foreign sales ccrporatiorc;) 



Lr. accedu?q to this t y p  of arrj,.e- 
m t ,  tihe states apted ta U r e S e r J @  
t o  t?mi?selves the right to apply 
worldK& mmbinatian in instances 
in which %e 
with all of 
and t o  do so in all 
t h e  event t h a t  t he  courts  rvle 
t h a t  t h e  t a x p y e r  does in f a c t  
have t!!e const i tut ional  right to 
sue worldwide ccnobination. 

Aiiy adoption of water's edge ann- 
bination by a state shauld be a m f u l l y  
tai lored so that the staC& pTe5eP4es 
to i tself  the advantages of a m b i t  
t o  tile full extent possible and 
t o  ensure t h a t  no r e t r e a t  f m m  
worldwide cornbination take place 
unless arr3. until a l l  of the ahr,-e 
amlitions have satisfied. 

The s t a t e  members of the Working 
Group a lso  emphasized fcur other 
important aspects of their 

a) ?hen! nust be m f i x k d  lqis- 
l a t i o n  which would seek t o  
limit o r  r e s t r i c t  t3e nanner 
in which the states & m h w ? k r  
t ! ! i r  taxes: 

b) Any statewtLicili\clwts anyt'ling 
less than warLdwide ocnnbinatim, 
e.g. water's edge canbination, 
sh_arld remain free to includF? 
in +,he tax base o 
group div-idemis 
any foreign mrporatians d h  
a r e  members of the unitary 
business but the income of 
which, bcause of t h  water's 
edge limitatian, is ru3t inclw 
in the water's eckJe rxxrbhd 
report: 

c) Any leg i s la t ion  adoptirq the 
water's edge concept should 
be -ve in m e  m y ;  
ari 

d) Any s ~ c h  1ec;islation shcdd  
k e ~ t i c n e d ~ p o n t h e f ~  
government ' s f i r s t  doing 
those things ca l led  fo r  L? 
the a.gEment. 

A t  its Annual Meeting i n  J u l y ,  
the ccarrmissim its wnce~, 
t h a t  t h e  conditions be m e t  by 
the federal gov- in CoPmicn  
with any state adoption of hater's 
edge combination. It did so L? 
a Resolution which is included 
a t  the errl of this repart. 

2B.C Litigation 

For t he  f i - ~ t  time i n  a dozen 
years ,  t h e  MTC is involved i n  
no Li t iga t ion .  The U.S.  Steel  
matter was b?xq&t +a a s a e f a d a r y  
conclusion i n  January when +be 
U.S. Dis t r ic t  Court i n  Bise, 
a f t e r  r e ce iv ing  a remand from 
the -u.s. C M t  CaurCL of Appds, 
ordered U . S .  S t e e l  t o  pravide 
access t o  requested information 
i n  accordance w i t h  its October 
16, 1980 order. The audit  is 
now prcgressxq tcmrd campletion 
and it may not be necessary to 
r e so r t  t o  fur ther  court action 
as the audit  progresses toward 
ccqletian. 

The Lack of l i t i ga t i on  a t  least 
+,.empolill:ily frees the legdl s taf f ,  
which was increased i n  s i z e  ts 
ta the year, to amcentrate 
its effor ts  q c m :  pmvidbq staff 
support fartheuniformityccmmLittee; 
prwiding educational programs: 
helping the audit  s t a f f  i n  the  
performance of its duties:  and 
w r i t i r q  articles in the field.  



The Audit Cornnittee, under ttie 
chairmanship of Robert Bonnici 
of Cdlifornia, net faur rims during 
tfie year to d t o r  tk Carmnissicm's 
audit  a c t i v i t i e s .  The canunittee 
averjees the mnner in which audit 
policy is inplemented and, from 
hjnetotbE, suggeSt.stothe0 . . 
any new po l icy  decisions which 
it my cnnsider to Ze appropriacz. 
It  a l so  encourages the states to 
support and t o  follow t ? ?  an 
recomendritions which resdt frcnr 
the p e r f o m c e  of audi ts  which 
have hen assigned by those states. 

The Uniformity Committee, under 
C?e chaixoarAp of lwluel GdLlegas 
of New -cop also met four tirneS 
during t h e  year.  It continues 
to consider meaw by which irrreased 
uniformity can be achieved. A s  
a r e su l t  of its ac t i v i t i e s ,  the  
Commission conducted a hearing 
on a p ropsea  T Y u c k b q  Regulation 
on November 13. The report of 
t h e  hear ing o f f ice r  is pending 
as th is lvnnrai pL3Fort goes to press. 

Pm Cammission plblishd two issues 
of the  Multistate Tax C o ~ i o n  
Reviev during the year. Fublished 
in the  format of a magazine, it 
ccn?tains news aid a r t i c l e s  p r t a m m g  

. . 
t o  the  Colmnission an3 to current 
in te r s ta te  taxation matters. It 
is distributed to the K I P S  laxye 
IMlPing list. 

Ihe Gornr,kian p b : M  no books 
during the year but is in  tbe 
process of preparing a revised 
Legdat ive  HardboDk d &I cp3a+d 
fian an Unitaxy rtiommt 
for a t i o n  in  198 

w t * L e p a s t m ,  the- 
. . 

;on 
has mved its New York audit office 
t o  new and expanded f a c i l i t i e s  
i n  t h e  same building i n  order 
of pmvide fcr  an expami& staff. 
The staff there nari nuuikrs eleven 
auditors rud a full-t.ime seaetaq .  
Meanwhile, t h e  Chicago off ice  
has expanded t o  four auditors;  
and the two-auditor Texas office 
bas  lroved fmxl mllas +a Houston. 

T h e  1985 l e g i s l a t i v e  sesslons 
w i l l -  be of major importance t o  
the states and to the aJImisslon. 
Any lecpslation airmd at  ~ l a o e n t m q  
w a t e r ' s  edge cordblnation mmt 
be w r i t t e n  ca re fu l ly  i n  order 
ensure that the  s t a t e s  recelve 
from t t e  federal gwemmmt t l r -  
help vhid. was the CQrd l~on  up7 
which the s t a t e  mernbers of the 
Working Group were wl1;mg t o  
attempt to c x m p m t e  in an effort 
to relieve the fe%ml 
of a problem which it claimed 
t o  be experiencing. Meanwhile, 
the Commission w i l l  c o n m e  *to 
pnsuethegoals fortPc?cm@kl- 
of a c h  it was created sane seventeen 
years ago. 
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Components of Options 



e United States Supreme Court 
that worldwide combination is 

a "proper and fair" me?hod of measuring the 
instate incorno of muitinationai corporations 
operating unitary businesses and 

WHEREAS the Multistate Tar Commission 
(MTC) has participated in the activities of the 
US Treasury Department's Working Group on 
Worldwide Unitary Taxation; and 

WHLQEitS, in an effort to resolve the con- 
nms expressed by some foreign governments 
about worldwide combination, the Treasury 
Depament and all the state members of the 
Working Group rcmmrnended changes in 
Federal tax policy and practio and anditioned 
on implementation of those Federal action+ 
recommended changes in State tax policies for 
measuring the incomes of muitinationai cor- 
porations and 

WHERE%% these recummendations a n  d e  
cribed in detail in Option 11 set forth in Annex D 
to the Report of the Working Group and 

WHEREAS theric recommendations for 
federal action include. but are not limited t a  
k Enactment of a Meml law requiring 

fiiing of domestic disclosure spread 
sheets 

R Internal Revenue Service (IRS) a s i  
to s ta ta  conducting arm's length audits 

C increased exchange of information be- 
tween IRS and the states 
Significant increases in IRS resources 
d w t e d  to international tax complianrr 
and 

lVkWEAS these Rrnmmendations for state 
policy changes are conditioned on implemen- 
tation of these Federal actions and indud: but 
are not limited ta 

A Comprehauin water's edge unitary 
combination: 

B. lndwion in the tax bass of multin* 
tional corporatiens of dividenh paid to 
them by foreign corporations and 
subsidiaries: 

C Use of worldwide combination under 
certain limited circumstancer 

EL Legal and procedural irnprwements in 
state tax administration 

NOW, THEREFORE BE E RESOLVE3 that 
to rev~ew and approval of the Group's 

final report by the MTCs representative on the 
Workina Croua the Multistate Tax Cornmisiorx 

Gmmends  the Working Group for 
undertaking this constructive effort to 

uniformity of state 
taxation of business within the federai 
system: and 
Commends the Working Group for reaf- 
firming the state's authority to design 
their own m u e  system by ruling out 
federal restrictions on state tax policy 
and 
Reafffrms our own commitment to M- 
d im our beiief in eech state's r apon .  
sibility to design its own tax structure, 
and our opposition to iederai restrictions 
on state tw policy: and 
ReafRrms our bdief that stata may elect 
worldwide combination as an quitable 
and eMctive method to measure the in- 
state incomes of multinational corpora. 
tioru operating unitary businesses and 
Reafimu our belief that all taxpayen, In- 
ciuding foreign and domestic multina- 
tional busin- multistate bwintsscs. 
and busin- located within a single 
state shouid be entitled to q u a i  tax 
treatment and 
Endorses the irnpnrvements in federal 
tax compliance and cooperative efforts 
recommended in Option il of t !e  Work- 
ing Group's - as a anwmctiw step 
toward greater unibrmity and dRcient 
and equitable tax administration; and 
E n d o n a  as an equitable and acceptable 
dtemativc to wridwide combination, 
impkmtntation of the state policy 
ncommendations in Option I1 of the 
Working Group Report after the Metal 
government has implemented the cum- 
pliancc and assistance improvements 
outlined in Option 11, 

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





STAFF MEMBERS 

EXECUTIVE DIRECTOR AND ACTING GENERAL COUNSEL 

Eugene F.  c o r r i g a n  became t h e  C o m i s s i o n l s  f i r s t  
s t a f f  member i n  1 9 6 9 .  H i s  p r i o r  exper ience  included 
t h r e e  y e a r s  a s  a  Sea r s ,  Roebcck t a x  a t t o r n e y  and 
t e n  y e a r s  wi th  t h e  I l l i n o i s  Cepartment of Revenue, 
i n  t h e  Chicago o f f i c e  of  which h e  l a s t  s e r v e d  
a s  c h i e f  c o u n s e l .  During t h e  mid - s ix t i e s ,  he was 
a l s o  a  p a r t n e r  i n  t h e  Chicago law f i rm of S t r ad fo rd ,  
L a f o n t a n r ,  F l s h e r  & C o r r i g a n .  H e  i s  a  g radua te  
of  P r i n c e t o n  U n i v e r s i t y  and of John Marshall  Law 
School of Chicago. H e  o f f i c e s  a t  t h e  Commiss~on's  
headquar ters  l n  Boulder, Colorado. 

ASSISTAN7! CHIEF COUNSEL 

Alan H. F r i e d m a n ' s  l e g a l  e x p e r i e n c e ,  o v e r  some 
f z f t e e n  y e a r s  Included positions a s  l e g a l  counsel  
wi th  t h e  U . S .  J u s t i c e  Department, t h e  U,S. Senate ,  
and t h e  Colorado  A t t o r n e y  G e n e r a l ' s  o f f i c e .  A s  
F l r s t  A s s l s t a n t  A t to rney  G e n e r a l ,  h e  superv i sed  
t h e  l e g a l  r e p r e s e n t a t i o n  of Colorado's  Governor, 
S e c r e t a r y  of  S t a t e ,  T r e a s u r e r  and Departnent of 
Revenue .  I m m e d i a t e l y  p r i o r  t o  j o i n i n g  t h e  MTC 
a s  Deputy D i r e c t o r  and A s s l s t a n t  Chlef Counsel, 
he se rvedasDepu ty  D i r e c t o r o f t h e C o l o r a d o  Department 
o f  Revenue. H e  is a  g r a d u a t e  of t h e  University 
o f  C a l l f o r n i a  a t  Be rke l ey  and  of  Boalt  Ha l l  Law 
School a t  t n a t  Unsvers i ty .  

LEGAL COUNSEL 

S a n d r a  B .  McCray h a s  had  e x t e n s i v e  and v a r i e d  
l e g a l  and admin i s t r a t i ve  exper ience  i n  t h e  o f f i c e  
of  t h e  Colorado  At torney General.  There she  ha s  
s e r v e d :  a s  p r o s e c u t o r  i n  consumer p r o t e c t i o n ,  
med ica l  m a l p r a c t i c e  and i n s u r a n c e  f r a u d  c a s e s ;  
a s  A d m i n i s t r a t o r  of  t h e  Consumer C r e d i t  Code: 
a s  Chief  o f  t h e  F i n a n c i a l  I n s t i t u t i o n s  s e c t i o n ;  
and, f i n a l l y ,  as F i r s t  A s s i s t a n t  Attorney General 
i n  c h a r g e  of  t h e  R e g u l a t o r y  Law Sec t ion .  A Phi  
B e t a  Kappa g r a d u a t e  o f  UCLA and a  g r a d u a t e  of  
o f  t h e  U n i v e r s i t y  o f  Colorado  Law S c h o o l ,  s h e  
w i l l  s h o r t l y  r ece ive  h e r  Mas te r ' s  Degree In  Taxat ion 
from Georgetown Univers i ty .  



William D. Dexter has served tke KTC in an 0:  
counsel capacity since July, 1983,  when he retired 
as General Coilnsel, a post which he had held for 
eight years. During those years, he cor,ductea 
major litigation on behalf of the Com.issicn and 
of states in various courts throughcut the land. 
In 1978, he argued and won the case of MTC adv.- 
U.S. Steel in the U.S. Supreme Court. Two years 
later, he participated in the preparation and 
argument of the Mobil case before that Court. 
In 1983 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 1940's and was 
in charge of all Revenue litigation for many years 
there as an assistant attorney general. He served 
as an assistant attorney general for the Washinqton 
Department of Revenue from 1969 until he becane 
the ICC General Counsel in 1975. While, he is, 
we believe, the nation's leading expert on unitary 
apportionment, his expertise spans the field of 
state taxacion of interstate commerce. 

AUDIT MAN19GERS 

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

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

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



Board and, in the eariy 19701s, a seventeen-mcnth 
period witn t h e  MTC. He was ma~aging audits of 
na jor carporations for California when he rejoi?.ed 
the ElTC early this year. 





LlC ACCOUNTANTS 

id W. R i d e .  CPA 
ff L Suipn. D.% 

Puncu M N i c k ,  C 9 4  

Stecuuve co 
n u i t z s t a t e  Tax mauurssion 
Boaider, Colorado 

we have examined %be balance  s h e e t s  of  H u l t l s t a t e  Tax CJrmlssion as of  Zune 
30, 1984 and 1983, and the rekitred s u t e m a n t r  of  revenue and expenses,  changes 
i n  fund balance  ana chanues i n  f i n a n c i a l  Z o s a u o n  f o r  cha years then enaea. 
Our exauunauons  ware oade i n  accordanca w z t h  gcnara1J.y accept& a u d i m r q  
siiuidards and, dccorcknoiy,  mc luded  9uch t e s t s  of &be accounting recorcs  and 
suck ocher  audi'L;nc procMurea  as we eonsrdered necessary  In ?_he crrmm- 
s zances. 

In  our opinion,  t!!e financial s ta tements  r e f e r r  t o  above p r e s e n t  fairly L>e 
f i n a n c i a l  p o a l t i o n  of . r u i t l s ~ t r e  Tax t o  ssaon a t  June 30 ,  1984 and 1983, ana 
t h e  r a r u l t s  of  F?a o p a r a u o n s ,  cbangas i n  f-z..d balance ,  and changes i n  f inan- 
c ia l  pas ic ion  f o r  tile years  then endad i n  conformity wi th  g e n e r a l l y  acccptrad 
accounting p r z n c i p i e s  app l i ed  on a c o n s i s t e n t  b a s i s .  



,?.,XiEST ASSES 
c a s h  i i n c  luding c e r - i f  i c a t e s  of i e p o s i t  o f  

53120,300 and $200.300 1s ' 9 8 4  and 1983 
r a s p e c t i v e l y :  $ 400,999 5 329,694 

Accounts receivable--menoers '75,492 19 ,SOE: .-- L,~~. -s r ece ivao ie - -u t?e r  62,437 77,496 
other c u r r e n t  a s s e c s  1,372 , 4 2  

'?I)?.?& CJiL9,"IT ASSETS ........................... 539.940 365 ,a45  

Less:  Accmuia ted  a e p r e c s a t s o n  and a m o r t l z a r x n  3 7 , i j C :  73,149 

TOT?& PROPWTI AND EQUXPMEXT ..............,.... 100,879 98,305 



TJRRETT L 1 & B I L I X E S  
Acccun.cs jayabie  
.Accrued vaca  t l o n  pay--Note 6 
Pavroll taxes p a y a b l e  
Current p o r t i o n  of l o n u - t e r a  debt 

LONG-TERM DEBT 
Noze pavaDle--No?X? 3 
Less: b u r r e n t  p o r u o n  

FU%D S R L R ~ ~ C E - - ~ ~ ~ ; D I ~  a 
Unappr0pr;a ted fund balance 

.......... E T A L  LIhBILITiES  F ? J  BALANCE S 7 7 7 , 6 1 3  S 5 0 2 , 0 7 4  

see accompanyin5 n o t e s  t o  f1nanc:a;  s tazenents .  



F~TJ"J ~ & ~ C ~ - - M q ; n n i n a  of year ... ... ... .......... . $ 376,854 $ 278 ,784  

Excess cf revexle over expenses-- 
E X h i h t  C 212,598 9 8 . 1 ' 0  

See accompanylnc notes t o  fmanczal  statements. 



Rssessmen-a 
I q t e r e s  - 
Gtser  revenue: 

Leqa i  anm;nrs%ra:zve 
M l s c e ~ l a x e o u s  
GaLn on s a l e  o r  f l x e d  asse-A 

~ S ~ S E S  
h c c o a r t l n g  
-Xmas and i x s u r a a c e  
Consul zrna f e e s  
3 e p r e c l a t i o n  and a o o r t : r a a n n  
Rnpieyee qrotip rnsurance  
I n t e r e s t  eqpense 
Legal and isnzl supporz 
Loss oa s a i e  o f  f i x e n  hssez9 
P l s c e l i a n e o u s  expense 
9t:rce s u p p l i e s  
Pensron p l a n  and r e t i r e m e n t  2rovxsacn 
Postaqe  
P r i n t l n o  and d u p l r c a t i n q  
Bq&iicat lans 
Rent 
Repa i r s  and m a i n t e n a x e  
S a l a r i e s  
Telephone 
Tr ave: 
U t l l r u e s  

See accoEpanylnq no tes  t o  financial s t a t e n e n i s ,  



OperatLons: 
rlxcess of revenue over  expenses S 2 1 2 , 5 9 8  S 9!3,1?G 
&id: Ularces  n o t  requiring t h e  use o f  wcrking 

c a g ~ t a l :  
Depreciation and amortizat2.an 32,5182 2 8 , 7 8 0  
~ e t  3co& v a l u e  of p r o p e r t y  and e q u ~ ~ m e n t  so:d 3 , 4 3 7  6 , 9 4 1  

Vorklng C a ? i t a l  Provided oy 0 2 e r a t r c c s  ..... 2 4 9 , 2 1 7  333,831 
a c r e a s e  r n  n e t  r n v e s t ~ e ? t  i n  s a l z s - t ~ e  Lease --- 2 4 , 5 2 1  

'WILYISG CAPITAL APPLIED ZO: 
Purchase of propercv a m  e q u p e n t  
Decrease ;n l s n o - t e r a  o o l z g a t i o n s  
I n c r e a s e  i n  exnense accoun t  advances 
I n c r e a s e  i n  prei;a;5 pensLon c o s t s  

TOTAL .XPPLIS, ....................................... 83, -06 : 02,563 

OSANGES I N  WOXKING CAPiT.U CCMPGNE?ITS 
:?crease ( d e c r e a s e :  i n  c u r r e n t  a s s e t s :  

Casn S 72,300 S 7 :  ,C05 
Accounrs receivable--menbers 56,984 ( 2 . 3 7 5 )  
Rccouncs r e c e ; v s b e - o ~ % e r  44,941 16,185 
W r r e n r  p c r t i o n  of i n v e s a e n t  i n  sa:es-t.ne 

i e a s e  --- (5.954; 
otCler c u r r e n t  asset* 870 ( 5 2 3  ; 

'74 ,095 18,328 

Decrease f i n c r e a s e )  i n  c u r r e n t  L i a b i l i t i e s :  
Accounts 2ayabl.e ( 1  , 2 5 6 )  6 , 1 3 8  
Accrued vaca=ion pay 14,7363 (33 ,654)  
P a y r o l l  t a x e s  payable  11 ,351 I ( 2 , 3 6 8 )  
Assessments and a u d i t  reimbursements 

c o l i e c r e d  i n  advance --- 40,000 
D ~ r r e n t  p o r t ~ o n  of lcn-q-tern o b l i s a t i o n s  ( 5 9 1 )  2 7 , 2 9 6  

(3 ,5841 3 7 , 5 1 2  

INCREASE 1?1 WfiRKIh" C.WITAL ............................... 5 165 ,531  5 5 5 , 3 5 0  

See accompanyrnq n o t e s  t o  :lnancLal s t a t ements .  



%e n u l t i s t a t e  Tax Commission was organrzed i n  1967.  I? was 
e s t a b l i s h e d  under rhe  3 u i t i s t a t e  T a x  Compact, v n ~ c h  b y  its r e m s ,  
became ~~~~~~~~e AuqnsZ 4 ,  1967. The b a s i c  o b j e c t i v e  of t h e  "Comcac:* 
and, accordlnc;:r, *&e Commission i s  t o  p r a v i d e  s o l . n t ~ o n s  and a d d i t i o n a l  
f a c i l i t i e s  f o r  d e a l l n q  w r t h  s t a z e  raxzna aroblems r e l a t e d  t o  mui";stdte 
bris iness . 
MeL?I f f i  of  accoun t ina  - 
The Commissron fo l lows  t h e  a c c r u a l  merhod of acooun-inq whereby 
assessment  revenue is recoqnizej ,  i n  t h e  fiscal. y e a r  o f  assessment.  
Cor.t.r:Sutrons ~y s t a t e s  f o r  s p e c i f ~ c  p u r p s e s  a r e  r e c n a n ~ z e d  a s  rncome 
d u r i n u  t h e  yea r  of r e c e l p t .  C t h e r  reveniie rs recognized a s  r t  is 
earned.  Expenses a r e  recognzzed a s  they  a r e  i n c u r r e d .  

P r o p e r t y  and Eauipnent  

xil p r c p e r r y  and equrpnen t  rs s t a t e d  a t  z o s t  and 6 e ~ r e c l a r e d  ss&-m 
s ~ r a ~ g h z - i z n e  and a c c e l e r a t e d  raetnods over  t 2 e  e s a m a t e d  u s e f u l  i -ves  
o f  the assets  wvhsch rancje f r c m  3 t o  E y e a r s .  

The Cormalssion nas a de f ined  benef?.? pens ion p lan  cover inu  
subs:antral ly a l l  of r+s employees. ";'he to ra ;  p e r s l o n  expense  for t h e  
y e a r  was $73,012 which i n c l u d e s  amort1zat:on of p r l o r  s e r v l c e  costs 
o v e r  10 years .  Tke Co r s s i o n ' s  ? o i ~ c y  LS  t o  fund pens ion c o s t  
accrued.  The a c t u a r ~ a l i y  conputea va iue  of ves ted  b e n e t i t s  a s  o f  June  
30, 1984, i s  - C U I L ~  funded. The a c e m u l a t e d  p lan  S e n e f - w  and plan  n e t  
a s s e t s  a r e  p r e s e n t e d  below: 

ACTUARIAL PRFSENT VALUE: O F  ACFJMULA 
P L M  EXEPXTS AT JUNZ 30,  1984: 

v e s t e d  $184,1542 
Nonves ted 

The assumed r a c e  o: r e t a r n  used zn d e t e r n i n g  t h e  a c t ? i a r * a l  p r e s e n t  
v a l u e  of accumulated p l a n  b e n e f l t s  was 6.54 sompaunded a:~nue: . iy .  



Note payakxle a t  June 3 0 ,  1984 was as fo l lows:  

C u r r e n t  ~cnff-Ter=r! T o t a l  

wanuf acYdrer--3- 1 /2% r n s t a l b e n t  n o t e ,  
c o l l a t e r a l i z e d  by r e l a t e d  equigment,  
p y a a l e  i n  monthly r n s t a l l m e n t s  of 
$756.03,  rncludxaq i n t e r e s t ,  w i t h  
f i n a l  payment due  May 1,  1988. 

%e Comnussion r e n t s  i ts pr imary  o f f i c e  f a c i l i t i e s  i n  Bouldez, Colorado,  
and oLker o f f i c e  f a c i l i t i e s  ir, New Ycrk and I l l i n o i s  under l e a s e  
agreements wit& terms e x p l r i n a  on v a r i o u s  d a t e s  t h o u a n  Auqust 3 1, 1388. 
These l e a s e s  p r o v i d e  f o r  t h e  f o l l o w i n q  minimum annua l  r e n t a l s  e x c l u s i v e  z f  
u t i l i t y  cha rges  and c e r t a i n  e s c a l a t i o n  cha rges :  

F l s c a l  Year Ended ~rnxmum Annual J e n t a l  

June  30, 1985 
June  30,  1986 
June  3 0 ,  1987 

The l e a s e s  i n c l u d e  c e r h a r n  e s c a l a t ~ o n  c h a r a e s  based on varxous f a c t o r s  
includrnt;  waqe rndex, u u l - t y ,  o p e r a t r n g  and p r o p e r t y  tax i n c r e a s e s  
from a  base  year .  

In  t h e  o p i n i o n  o f  l e g a l  c o u n s e l ,  t h e  Commission i s  exempt from F e d e r a l  
income t a x  a s  w e l l  a s  from o t h e r  F e d e r a l  t a x e s  a s  an  o r g a n i z a t i o n  of  a 
group of  S t a t e s  o r  a s  an  i n s t r u m e n t a l i t y  of t h o s e  S t a r e s .  T h e r e f o r e ,  
no p r o v i s i o n  has  been made i n  t h e  f i n a n c i a l  s t a t e m e n t s  f o r  F ~ d e r a l  In-  
come t axes .  



I n  accordance with Sta tement  rif F i n a n c i a l  Accountlna S tandards  No. 43,  
"Accouncring Far  Compensa=ed F h s e n c ~ s " ,  ampLoyees "i.qhts to recezve 
compensation ."is' f u t x r e  absences  have been accrued foe  t h e  year endec 
june 30,  1984 and 1993.  It!e c a i c u l a t i o n  is based upon 550 working days 
p e r  yea=, w i t h  t h e  naxinuro number of  v a c a t l o n  Says bemg 4 0  per em- 
ployee,  un less  s p a c l f i c  a i i t h x x z a t i o n  is rece rved  f r o m  t h e  executive 
director. 




