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PURPOSE OF THE MULTISTATE TAX COMMISSION:

!

To bring even further unifermity and compatibility 1o 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 rufes estab-
lishing uniformity, and to assist in protecting the fiscal and
political integrity of the states from federal confiscation.




Decernber 10, 1972

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

I respectfully submit to you the fifth annual report of the Multistate Tax
Cammission,

This report covers the fiscal year beginning July 1, 1971 and ending June 30,

1972,

Respectfully submitted,

Logom 7

Eugene F. Corrigan
Executive Director
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REPORT OF THE CHAIRMAN
OF THE
MULTISTATE TAX COMMISSION
FOR THE YEAR ENDING JUNE 30, 1972

By
BYRON L. DORGAN*

I. INTRODUCTION

Yiscul scar 1972 marked an aggressive progrua of actwon by the Multistate
Tav Commisston. [n previous years, we have had extensive mectings between
Commisnon members und representatives of lurge business corporations. Qur geal
s been ta try to continue that relationship while placing increased cimphasis
upon adeiinistrative aetivities i the area of field audits on behall of participating
mieniber states

The audit activity has required. and resulted i, increwsed and mmproved
liason between the Commission and member stutes parficipating i the audit
program. It s also caused the Commission to move o educational programs
designed to increase familianty winh sophistivated audit technigues among state
tax administvation personnel

Ihe aggressive audil program Has shmuiated activity inu number of areas
including rules and regulations, devising of  uniform forns, Hitigation, and
proposed federal legislation. Al of tese uctivities siznal the increasing rofe which
the Multivtate Tax Commission s played i the field of interstate taxation
during tiscal 1972 This repon reviews tie Commission’s performance of that role
during that year.

I, MEMBERSHIP

Fiscal 1972 was the first vear in which no new members joined the
Commission This may be attributable. at least in parf. to the fact that 36 of the
300 slates abready are cither resular or asseciate members, leaving a narrow field of
oaly 14 potential candidates for new association. OF those fourteen, five sent
represcilatives to one or more meetings of the Commisswn durning the year.

During the year, we have worked hard to broaden our membership. and i
cxpedt tliese efforts 1o bear traitin the months and years 1o come.

The Multistute Tay Commission is currently considenng the pessibility that
dssuviabe member states may play o fareer role in the activities ot the Comymaission,
pessibly participating o the jomnt audit program. As the joint audit program
increases in importance, so does the encouragement of broader participation in it

M Dorgan Became Chanpian of e Comosaon vn Tuly 119720 havime been clea red 1o
theel pesttion oniane 0 Cionbes B8k s meannen during (he frsea e Loow e s

Ruoport portams



HI, UNIFORMITY

The extent of uniformity among the states, not only in ther taxng statutes
but also in their administrative practices, is generally vnderestimated by Congross,
by the business community and by the State tax admimstrators themselves

Thus, tor example:

(a} No state seeks to exercise sales and use tax jurisdiction beyond the hmts
which have been enunciated m the Sales & Use Tax Jurisdictional Standard of the
Multistute Tax Commission:

(b} 29 of the 45 corporate income tax states make avatlable 10 the tavpayer
essentially the same apporticnment formula for deternuimng the amount of
income derived from the state (Sce Chart A). Severad other <tates vary oniy
slightly from that formula;

{¢) The ¢orporate tncome tax jurisdictional standard cstablished by Congress
in 1959 vig Public Law 86-272 has resuited in the climination of much ot the
uocertaingy in that area. This iy indicated by the fuct that there have been only a
coupie of mstances of litigation on the question of jurisdiction in recent years;

(d} To my knowledge, no state requires the out-of-state taxpayer to pay the
expense of performing an audit on the tuxpayver at the taxpayer’s out-ot-state
headguarters. The only exception to this would be a case where the corporation,
using certan tactics, causes inexeusably increased anditing costs to the state.

Yet, munor vuriabions trom state to state can create frustrating problems for
taxpayers. Histoncally, many taxn administeators have underestimated the effect
of non-uniformity among cven minor provisions ot tax Jaws.

Examples of frustrating vanalions are to be found in:

(#) Forms for extending filing deadlines

(b} Statutes of himitation

{c) Watver forms used in extending statutes of limitation

() Resale and exemption certificite fisrms for sales and use tax purpuses
(&) Dretinition of “business income™ for corporate mcome tax purposes
() “Attnibution of sales' practices for corporate inconie tax purposes.

When a Multistate Tax Commission auditor performs a joint audit upan
the books and records of a corporation for several states, the cumulative eftect of
these variations upoen the taxpaver becomes readily apparent. In fact. the joint
auditar himself experiences some of the effects as they apply o his own
performance of the audit. By the very nature of that audit, he is impeled 1o call
10 the attention of the Multistate Tax Commission and its members the manner in
which the variations work to the detriment not only of the taxpayer but abso of
the stutes

Also, historically, seme businessmen have encouraged spectal preferences lor
themselves froem state to staic even thoupgh increased non-uniformity has been the
result; and they have tended to encourage unitormity enly to the extent that it
would extend to other states the preferences to be found in the most generous
statey

[t should nut be surprising that increased uniformity cun benefit states and
taxpayers alike. 1 believe that experiences in our joint audit program will move
the states in that direction. Modern management techniques dictate that result.

The concept af the Multistate Tax Commission contemplates the prescrva-
tion of the sovereignty of the states in their ability to tax the income of ingerstate
business effectively and fuirly. The Multistate Tax Comumuission is founded on the
principle of the fexibility of the stutes” responses to revenue administration needs.
Therefore, it would be inapproprate o suggest that any or all variations in

ot



CHART A

PROGRESS IN UNIFORMITY THROUGH ADOPTION OF
THE
UNIFORM DIVISION OF INCOME FOR TAX PURPOSES ACT
AMONG THE STATES

Alabama (1) Massachusetts (4) New Mexico
Alaska Michigan North Carolina
Arkansas Missouri {(2) North Dakota
California Montana (2} Oklahoma
Colorado (N Indiana (2) Oregon
District of Columbia Kansas Pennsylvania
Flondu (3} Kentucky South Carolina
Hawai (2} Maine Utsh (2

ldiuho Nebraska ¢2) Virginia
Hlinois New Hampshire (5)

Grorpia 1s sometimes considercd to be a UDITPA state; but its payroll and sales

factors are substantially different.

West Virginia has adopted UDITPA but eliminated the sales factur

NOTES:

(1)

{5

Alabama’s corporate income tax statute Is vague on huow the state is to
determine what portion of a corporation’s mcome 15 to be attributed to the
state for tux purposes. On September 6, 1267, the Alabama Legistuture
enacted the Multistate Tax Compact, which includes UDITPA. subject to
congressional cnactment of a Multistate Tax Compact Consent Bill. On
September 12, 1967, the Alabama Department of Revenue promulgated
regutations which adopt the UINTPA provisions as the basis on which 1o
determine the amount of a corporation’s income which s aftributable to a
state.

This state adopted UDITPA by enacting the Multistate Tax Compact.

Florida enacted the Multistate Tax Compact in 196%. When it enacted jts
corporate income tax in 1974, it deleted UDITPA from its statutes. Yet is
corporate income tax statute is substantially in accord with CDITPA

Massachusetts 15 mcluded here as a UDITPA state, although it could, with
cqual validity, be considered & non-UDITPA state. Massachusetts adopted
the 3-factor formula in 1920 and has stuck closely to it over the vears.
UDITPA codified that formula, tor all practicul purposes, with some slight
chunges, e.g., whereas Mussachusetts long used source for sales attribution
purpases, UDITPA adopted destination subject to the condition that the
seller be subject 1o the jurnsdiction of the destination state. Then, in 1966,
Massachusetts adopted the UDITPA destination rule; but subject to the
modification thal, m some cases, the no-nexus sale may be attributed to a
thrid state from which the sale has been effected.

Other 1966 changes melnded the so-called “sweep-in' rule, which puts all
intangible income nto the tox base but, at the ssme time, exciudes from
taxation all dividends which are elizible Tor the 83 ¢xclusion on the federal
income tax return.

New Hampshire is included here as o UDITPA state even though its property
factor is somewhat differens.




jndividual state laws should or could be eliminated. Nevertheless, the Multistaie
Tax Commission has encouraged many state legislators and (ax adminiirators to
view state tax matters from the standpoint of the states as o group, rather than
trom that of only their respective states. This approach tends to promote fuirmess.
waiformity, improved enforcement and decreased compliance problems with
respect W the tanation ef interstate business.

in short, the Multistate Tux Commission is a catalyst for the effecting of
improvements in state tax administration. its actual participation in the yimportan|
audit area of state tax administration for many states places it in a umigue posi-
tion o communicate with, and to help, both states und taxpayers on g continuing
basis.

I'he challenge is great; sois the opportunity. The Multistaie Tax Comnisaon
stands alone as the participating catalytic agency secking to promote the 1ype of
interstate tux administration wiich our federal system necds and which pond
criizenship demands.

IV, REGULATIONS

Until 1971, the states were not capitalizing upon the mcreasmg unitormity
which the Uniform Divisien of Income for Tax Purposes Act (UDITEAY was
making available to them. No state had formulated o complete set of regulations
under UDLUTPA and there was rather wide disparity in the interpretation ot vari-
ous aspects of GDITPA from state to stute.

In 1969, the Rules and Regulations Committee ol the Multistate Tux
Commission set out to compose a setb ol UDITPA regulations tor adoption by the
Multistate Van Comeisaon and ats member stutes. Representatives of several
cates and of severdd lirpe corperalions served on the comnttes: and the
committee benefitted tram the coansel and expertise of many ether interested
puttice. The gesult wis o proposed set ol regulations which retlected the
Commttee Charrman™s nterpretation as o what the status of the law under
UDITPA wis at that time,

Those regulations had the effect of including in apportionable business
income more ipcome. including substantial portions of income from intangibles,
than many bustness representatives found  palatable. They preferred that all
mtangible meome be attributed  to the state in which the corporation’s
comnmerctal headgquarters s located. Nevertheless, atter formal hearings in which
both state representatives and business representatives testified, the Heuaring
Offweer recommended that even more corporate income be included in the
appartivmable base 2y business tneome thun the committee’s proposed regulations
recartmended. The result was that, wilh minor exceptions, nearly all corporate
ot was constdered 1o be apportionable, as opposed to allocable, under e
restiations winch were proposed by the Hearing Officer.

Several member states have adopted the new regulations, others are
planning 1o do so, and still others are abiding by them. In general, those stutes
which are participating in Multistate Tax Commission joint audits have instrucred
the Commission to perform their audits on the basis of the MTC regulations.

Meanwhile, there has recently been submitted for consideration by the
Multistiate Tax Commission a proposal which would supplement or modity the
current regulations somewhat. [ts purpose is 1o clarify certain aspects of (he
curtent regulations and te incarporate the unitary business theory into them. In
carly November, the proposal was referred to the Regulations Committee for
consideration. At the November 29 meeting of the Commission, that Comniitee
recammended that the Commission proceed 1o conduct 3 hearing on the propusul



in daccordance  with the Commission’s by-laws That  reconmendation  was
approved ut the General Session of the Commission on December 10 19720 The
Chairman has indicated that he will shortly appoint a Hearing Offweer to conduct
the hearing carly in 1973

V. AUDIT ACTIVITIES

The Commission has enlarged its two audit offices in New York and Chicago.
The New York office currently consists ot a senior corporate income tax suditor.
a senjor sules and use tax auditor and a junior auditor. The Chic
currently consists of an area audit manager who 15 assisted by two state anditors
who have been assigned 1o the Multistate Tax Commission on a cooperative basis

aooftiee

As the Muoltistate Tax Commission audit program has progressed. the
cooperation of muny large corporations s been notable. However, same other
lurge corporations have chosen 1o oppose the entire joint audit concept. Lhey
apparently are intent on pursuing the classic poliey of insisting that cach state
audit individually, Jeint audit results to date ndicate that the sum of such
individua! audits fulls short of the results of a joint awdit.

The ramitications of a joint audit from the standpoint both of efficiency and
of economy are (oo obvious 10 require elaboration here TE 15 teresting 1o note
that several of the corporations which wre objecting most strenuousiv to this tvpe
of audit are among those which maintain the stance that they pay their stute tises
properly. If they do, as may weli be the case, | waould suggest that they gwe the
joint audit concept a chance. Lt will suve them time and money v the fong run.
Those of us who are committed o making things happen are committed o
bulding @ joint sudit progriam which will benetit txpaver und tay collector althe

As the stales have increasingly received benefits from juint audits, they have
meremed  ther particpation in them. Sivteen member stales are carrently
aestznang such audits oo the Malustate iy Conpissron,

Fhe resolts of the Multistate Fax Commission’s joint audit activities go far
bovond the tay collevtions which result directly trom audizs. An improved aodit
progrum mcrcases voluntany comphance on the part of taxpavers. My own staff
estmates thal my state, North Dakata, has already receved neardy two nullion
dollats wddinonal revenue a5 o eesult of twe Multistate Tax Commssion’s audit
arnvines,

On December 10 19720 the Mulustate Tax Commesion  dramatically
demuonstiated the extent of the serviees whacl i can render. On that date, at a
regular mevnng of the Commisaton. eight stutes signed a reciprocal exchange of
infoTmation agreement. A pooh signed (0 g tew days Luter; and several more were
cavpected oosign i mementarily - Although pairs of states have from thoe to time
cntervd ot suclt agrecments previowsly, this 1s the fisst time that sech a tax
infarmation ~haring agreement has been esecuted on such a broad basiss The
eaecution by the nine states was the equivalent of 26 individual agreements.
Eaccition by seven maore states would foncrease the equivatent o 120,

Additional activioes include seminars discussions o speeial problems
ivolving tas enfurcement. and conferences with state tay personnel

At of these activines of the Connmission serve to improve the tax
administration capahilities of the states,

Vi, EDUCATION

From 1969 through 1971, the Multistate Tax Commission served as a focal
pomnt of attentien for discussions of Innumerable problems in the corporate



incomme tax field. Several meetings were devated o seeking possible solutions; the
resilts were ullimately mcorporated into the Ad Hoc Proposal and the Revised
Plan.® This activity produced a tremendous moerease 1 sophistication among stite
tas administrators e the comporate income tus feld. A side benetit has been the
areatl invcreuse inrecognition of the similarity in tas adminisugtion problems to be
found from state to state. Thus education bevame a factor in MTC activities.

The Muoltistate Tax Commission made its et tonmad cducational presenta-
tion in the form of an Audit Seminarand Workshop during this past fiscal vear. In
April, some 50 undit supervisors, auditors und admimstrative personnel from 14
states atfended the seminar, The subject of the Seminar was the Tavation of the
[ncone of o Multicorporute Buasiness, Participating in the vanoos prosentalions
and in keading the various workshops were personnel from wevers) stales. the
Mulristate Taxy Commission statt and the Internul Revenue Service

Meanwhile, the Mulostate Tax Commisston has been considering e
possibility of purticipatimg in the presentation of formal cotrses noa dozen
ditferent phases of v admimstration in cooparation sl the University ol
Southern California, The Mubtistate Fus Commuesion s carrently seching tederal
Tundionge for such courses

The Multistare Tuv Commisston’s personned have partuapated. during the
past vear, s facully members it the presentation of fhe Unpersitn of Scuthern
Calitornia’s regulur Tax Admimstration Canrse,

The Joint Audits Commutice of the Commssion v coarrently arranging
several sermminars to he given regionally among member states, The first such
senumat, dealing with corporate income tax jurisdiction, was condue ted in Spring-
ficld, [thnois. on December 7 oand #1972 ighty andiors attended. Uhe saone
sermnar, as well as others, will be presented elsewhere i eurhy 149713

VIl. PENDING FEDERAL LEGISLATION

Phe Beavy sehedale of the Senate ) ingive Committee did not permit it to
combunt bewines, dunne 19720 on the several mterstate tasation bills pending
hefore 16 Meanwlite, rwo more bilby were titraduced ad were referred 1o that
Committee.

ey were tie so-called Ad Hoo Billl introduced by Senator Magnuson of
Wasduneion os S 33330 aud 82080, ntreduced by Senator Mathius of Maryviand.
In iy opinion, 5 4080 retlects the desires of vertain corporations (o exempt as
niach of their meome as possible and to T the capabilities of the states to cope
with revenue enfarcement problenss which involve corporyte income taves.

S0 3333 1 mure moderate with regard to corporate incame tan matters and
wonld e Coungressional counsent ta the Multistate Tus Compact, Thus. 1t would
asaure the continuation of the cooperative tax administration effort which the
Multistate Ty Comumissiorn tepresents. Some state tay adnnnistrators believe.
Joweser, that thies bl also assires exemption rom tavation of tar too much
(l)!pL)].l!l‘ ooy

Al el the pendiong Dills are espected 1o be rewtroduced in 19730 1 would
exnpuct the Senate bananee Commilter o hold early hearings on them and te
refine the varons bills into o proposal of 1ts own for enactment. Al interested
parties are rather anyjously antivipating those hearings and that proposal. Chart B
outlines the manner 1 which cach bill would treat with the various aspects off
interstate taxatian,

e Third & T ourth Arnual Repnorr



Meanwhile, some corporations have challenged the joint audit efforts of the
Multistate Tax Cammission on the premise that vartous confidentiality statutes
are in danger of violation. Consequently, the Commission voted, at its June 1972
meeting, to seek introduction into Congress of a bill which would satisfy, once
and for ail, such objections. On Tuly 18, 1972, it was introduced as H.R. 15925
by its vo-sponsors, Rep. Al Ullmun of Jregon and Rep. Mark Andrews of North
Dakota, it was referred to the Ways and Meuns Committec.

The bill reads as follows:

Thut this Act may be crted as the "Common Tax Audit Actof 19727

Sec 20 Sectton 6103tb) of the Interal Revepue Code of 1954 (reluting to
inspection af Federal tax returns by States) is amended by adding at the end
thereot the fullowing new parapgraph

“(3) Common tax auditmg azent. - All income tax returny filed with
respect to the tuaes imposed by chapter 1 tor copies thereol. it su preseribed
by regulations made under this subsection) shall be open to mspection by
any common tax auditing agent appomted by 2 ore more States pursuant to
the provisions of section 3 of the Commun Tax Audit Act of 1972, The
inspuecton shadl be made o such manpner, and at such Umes and places, as
shall be prescribed by regnlotinns made by 1he Secretary or his delegate, Any
information thus secured by the common tay auditing agent may be used
only for tax purposes ™

Sec. 300 purmitted by ity own Laws, any State may designate the tax
authorities of another Srate, or any compusaon ofF assocalion of States, 10
conduct a ey gudit of any business subject to the tes jarsdiction of ene or more
of the designating States.

Sec. 4. In furtherance of the purpose <el forlh in section 3. and under the
conditions stated therem sard other State or commnission or assooabion shall have
the right, power and autheny o examine the books and jecords of account ol
any taxpayer or any business on behalt o any designating State or group of States
for the purpose of obtaining nformation in order 1o make i1 possible for each
such State to determme whether or not that State hus jurnsdiction 10 mpose a lax
libility or a colleetion and remittance reguigement gpon any o paver OF any
business, and the extent of any tav habiity of that tavpayver o that State. All
information so obtamed shall be used solely for las purposes

Sve SO In furtherance of the purposes of this Act. and notwithstanding any
provision of State law, the designated State, commission or assaciation shall have
authority to receive from and to convey to the knternal Revenue Service and the
various States formatiaen {including returns, reparts, and related materials)
pertainiug ta cach such tavpayer or cach such business,

{n the Fall of 1972, the Caongress enacted the revenue sharing bill, Public
Law 92-512. Included in that law is a pravision for [RS collection of personal
income taxes on behalf of those states which request the service. The collection
programm will not he activated unless and unatil two or more states “having
residents who in the aggregate file 5% or more of the federal income tax retumn
filed furing 1972 adopt the plan. Additionally, a state may participate in the
program only if its income tax base is in substantial accord with the federal
income tax base or if the state’s tax is a percentage af the federal tax.

Many tax experts in and out of government fear that the federal collection
of state income taxes will ultimatety erode the ability of the states to select and
maintain their own sources of revenue. They point out that, although the program
is attractive at first glance, it is deceptively simple and will never save the states
the amounts of money which proponents would have us believe. These critics
maintain that the disadvantages far outweigh the advantages.



LATUR]S

1 funsdicnional
Standirds

3t hievee Tase

by Capitat Stk fuses

S G Recepts Tanes

Ji ulosand U ey

I Promisiuns lor
Artnbaaon of lacome

alAppartnment bormuls

by Dsademos droon
Aftihated Cornpefations

LEBusines s Sun
us Income

a1 Foreign Sunne
Income

i Camnbined Reports or
Consatidated Returns

LONSEN T RIVE
{5. l_?i_hjl

Al o Leaasy
Jte mal el
ed 1

fuc b

All corps Leaves present
Sdone bustness”T stundard
Al corpe Leawes present

“dong busies stndard
Lntousted

Noooprnean Leaves MTC
standard untowched
Al conps 3 L tors Teas wath

ciual he
papall and s tone endr
fromar festnae e By

Opliome) 10 Loy

vt

vnrrs T

whinl o

Jieidends

v businusy

et e appartioned: all
vtlwes are gllocated toom
ezl dermesde

B

UDUPAT apportions buw
e atteoine . albogcates non-
L meas e

S pros o

Nu provisiun

CHART B

ALIOC BILL
[KERRRRT]

Al corps Leas os poesenl Ui
il statdard vodi

led m PLst- un
o bl

Al corpss Ledves presem
Sdome busiess’ stendand
untouhed

Al ceips Leases prosent
g o T saidanl
UIRITNIES|

Buanoss Lwoboe or rogila

sl bt by ales pepiesenty
e ealar delerig s o Ty
Foaapive o giteetient otween
CLlhfuns st

Al corps oo each wat
Cgunl wenhte oty
prav el and syles ton yon
ol destination fuasgs)
Qptiomal tao vorpoodies
Factors with acglyhle de-
nspninatoes U ane ehinnaied

Eyempts dividends From Bi'?
owned alBhates ] othersallo-
cated o comimeno] demeade®

Treats ubh curponate manmse as

ment ol diwvidends

Laempts that Foreign income
whacl, under TRC Sec 951 1
ChY i taned wn roimsliu. tive
meeme T ledetal tas o
v

A Slele mar nepae smd
anv mpber ol ulhdga)
Bron mat neguest vy
Thsn ol appiss Doty sme by
elerenes 1o combmed o
al ol mealwers ol iy aHaih
il g r

RODING BILL
ISR

Sreowweipsy B hecalnn

[DIRTRIR
FEERTIIN
standanl e
#E27

Prescies ptesnt

cadibiad e L

Smoocus Bosiess Lecitem
In stzty

Lo corm
andard e cadhilie
[TARE S

Proserves preacnl

Soeooarps Boviess lacation

soulioe: o7 el

deiiveries L

Husiness
Iruseliogd

Nlates

L turs el
Dweghin proper
Ot e cer
T RTINS
denvminnarns an Gl
awate

L. vatps

[RISIRTY

v determned ander St
law

N e ise

N provisil

N prosisien

et dl ugrecmen

RIKICOUT BIEL
5. un

Al v Lnsines Localion m
Sy

Al cors Buvness bt i
Staly

Al corps Bavess Iocabion i
Ty

Business Lnatin ur
Tise fretd U delmeries m St .
ur Iy reciprocsl agoevment
briwueen States

Smoovurps 2 fton teah
Wity ol S, preper
e DRl G Lor
setatnn b aciars wil cone

denrmininers are el
wd
Lope Nerpren i

R Y TS THIEN |

Liw

under State

N P

N pros

Lomted  te cosmpurabione and
AlTiates e th g Bsngss o a
G i the Sdare

MATHLAS Bivld
45, 408

Allvarps Busaness jog st i
S or palities, subdi
lsal

Bosmess Towatien m
pubitiial sabubr

il s
SLite g

[T

I

Sl

Swate o pehn ulsl
PN
B oot crovenlar

Bonaclield D oseliveng s 1 Sigt
ol ot Wt
Ao SE ey

Adl vorps, 3ot deach v an
vyual wuegeht pruperty,
pavoll and sales tuncon-
ditomal destindtuen

footare with seme e
Sfare enminated

Eaempts U ends trom © §U0:
or more” owned corporabiins
and e Toem farenn seur
wens b other allocated 1@
vommer i demeoale

APPOTINs B e neamy,
alivcates nonsbuseess e

Lsvmpts Foaeg
defined, by 1954

damended

[T TISEIN

IRC us

Pormits maomns af alhilatod
voonben
sanv I gl eIl Tapae
e prepedsapper
Uvahl T G Sty

Eivap la




1N, Saics and Use Tav

Y.

b inferstare Scller
Required tu Cyllect
Sabes and Vs Tanes

Pl reditvs Use Tun
1 Sales and Uhe
Fases o Samee
Tranwction Sume
Properis Sanwe
Perain

vl Dut-ol-State Scler
Faempt on Sales inte
Statef

&) Freight Clarges on
[ntersaate Sulos

ey Classdlieation by
Selber of Interstare
Sates for 1oeal
Subevand Ue Tuv
Puspuses

Income of Individual
Taxable by State or
Palitical Subdivision

Caveat: While the
not dufin

ve. Alvo, an some

Cuoltectien

Prescnbed for “lepaily unpus
wd sules ar uee taves pand
tu ume ber State

Selker aevepts m goud Tunh
purchuser’s writen  evidenee
of exemphion

Ni pron winn

Nipros e

Fongrossiangl salary taaahile

wily i distos U reprasenicd

Canters wangrasainal consent
s eutfunt lultetin, Ty
Canprnt - Yuting nghe 1o
ot regular aoid sk
theibes states Vodes requine
mapriy ol batloinembers gnd
pupulabion i

prescnbed

seller sobyeat to

Presenbed where other S1arcs
sdles o s Lan lray Been
Cpresselaly  anutrod  amd
pard™ ¥

Purchaset sopplice wetten ox
demee of gxempiuin

Isempr o separately sfated ™

Ruequired wnly where sehier has
bustess fovabios inoon repukbar-
Bomabes debneiies ot the
toeal tasing Jurisdsction

N provision

Cunlers ongresouial voment
o qurtent Multetate Tas
Compact sabpeel [ cunges
mdivated  in o Artmbaton el
Incame provisions nidwated in
H zhove

Chart atterapts e make o aneaningful compapsion of Wie sarae Wbk e s
Tanies series bechime s ldrastang ditficalties evsg b

example. 8 3333 defnution of ailliated compotaion. seSecion SUSTa woutd ap-

pedr to preciude, aHhough advestantly
thin Bl vontemplates

'Note that HR
“houschold™ deliverics,

1538, 5. 317 und S 4080, unhke the ather Wl re
Regudar deliverios to business eabablisiomenr
outatstute selles tooan-state jursdiction under

these Wik

lurisdiction of palstival subdivisions in similur sitoation

that combindion und vonsulidation which

Lol dobsernes 1o
3 ot bt ahy
tnete 1 epandiag

“Provides Uit sales ane o inbutvd 1o destingon provided Bl faspay en s subjea o cpang

Jussdictivn of destinatiin State For income tos purposes 10 siel wndi b cuists ogh -
destingtion State even af ot State doee not s e

Washingion and Wyonnng napose no Lay v varporaie income §

'A neghgible derominutor o defined av o wWhich o less thon 100 ol o

COPEIATIoN’S et WM m aneunl

PP . . A
bnform Divisian of Income fur Tax Purposes At

SA mapor Bt ol dispute anvelves the gquestion o wie e deedemds ar
Multistate Tax Commission mew
St mantain thet they conmsbibate busioess acose and ~hoold B
nopresenhel s argue Ha ey should e treated gs pon by

portionable busness moems

fOnly Mevada

s

suth rakaty Teyy

SAhnd ol e

inchd e o
£ Stafos A several ctlhiey
[T CRTIEN ) ERRY N STVSN
e b ahle fo thee S

Forrmmeroal domicie arallernatec by tat they shouhil b ol ceempiaald

State’s

urednten uader

Presonbed whore orher Stare’s
salve o gse ey wes heen
previansly paand v

I'utshaser sunplags

Iy regaattatan aeiher g

Jewntien vt ot
Cacnbpag

Exempial soparately stated

Reaied unty where seller tg
Business locatson inoan regub-
Iy makes tousehotd 0 dehvr
fes mnte the Tocal taving june.
diction

21 AP dumicied: onby dar
penind al domictle, or

b oIt nar demnesed ool
carned wilhin the 4
dictinn

S

S proeian

A wluades o

Perruns bhing of comsainlated e
the State Prolubirs S room rey

o matenirl distartion ol

provisienas af ecach Hal

Proserihed where other State »

siles or uw tay has been
Cprevaously paid T e

Purchaser sepplhes

Iy repnitration nueiber, er

21w evrdenee ol
Cawempinn

Frempt if separately tated

Reguired vnly where seller has
Baviness ducation i of tegolin-
Iy mizkes houschald 1 gl e
weoanke the Loaval fasimg gt
Ut

s prenen

TITRN Y,

"

nay el cnrabene o

By bovn caused by
cotsnlidate athliates whach are Turegn

at e ledy abiesy

Prescnbued where other [N
wiles o use fun has leen
Trreviously  nerred  aad
pand s

Pur st wappdivs wirlicn vt
dene of evem piien

I sempt it seiafately siated”

Ruopuised only swhere s ller s
Dusiness fovaten noor ol
I makes detvenos it ahe
leweal Tas 1 Jurisd i inan

N s

N ponsan

Tihates wihn e Western Bennaphere Trade Corgaorstians, THYSESITHI CO LI
vt aftates detivmg neere Hoelaa ol

t LT RO PV N T TTE AR TNt S TR TP e Y
affihated o B0 commonts st ar b aabandre ¥ g

T rarent b

vl Pl v busess hoclions i
2 b o wetislidabon enles il
Ineesme appeised e the St
longth frans e bons. ™ Ewen Then

s prove that
EITTIIINT ST

cerperilius or more Hhan S el whose maeemie s dsodends and torcwen searee i o

“Provabe sdunds from sweend S6ac where prios babiligy s st 86 e pasd seloaeguent Do

ner oot Geoseood State

" it deliver, gty

NG it HOR SRl S

Pl s s wheeeas S

gy

platiin, when ackapted by MTC,

witable charge niast b reasonable

ST apply dlie s okl

R oy ot

s el at bt e Ty rcje 1t Wt TEIb daes

NLoa il
| STREECY I %

Lt
T A Mo Isidl

Tadens Do Tl
o sales sl use Tas oo gt g

e heen o el perbamimg sofely 10 sl and i
T wlihies The Multint e Tan O
wides e fecrronal spresmests bt
Al it oty procassss are ol e same s The sales and o a0

delivyrees yunadn 3

boromes Brding wpron vas

mal sl dard e

o vty s whinh

[EITS L E B B
1wt ufeadn b 1




MULTISTATE TAX COMMISSION MEMBERSHIP JULY 1, 1972

REGUL AR MEMBERS

D ASSOCIATE MEMBERS

10

11




Nevertheless, the proposal should be tuken as evidence of Congress” desire te
reduce nen-uniformity among the states and (o reduce complicance burdens. Key
congressional personnel have indicated similar concern in other fields of stute
tirxation, including corparate income taxation.

These considerations lend added weight to the efforts of the Multistzie Tax
Commission to promote uniformity and equity and (o reduce compliance burdens
through voluntary state efforts. All states have a vested interest in the success of
the Muitistate Tax Commission’s program. Upon it may depend the survival of the
stutes ay savereign entities i substantial control of their own revenuces,

VI, LITIGATION

As anticipated, although some corporations have favored the joint audits, the
pursuit of the joint audit program by the Multistate Tax Commission bas met
with resistance from some other corporate taxpayers.

A tux audit necessarily involves an adversary type of situation. The purpose
of such an audit is to determine whether the taxpayer has reported and paid the
proper tax to each state.

An important feature of 4 joint audit is that Lhe auditor examines the books
and records for several states at the sume time. Thas attords him a much broader
runge in which to check the accuracy of information presented to him with
respect to any one state,

A Multistate Tax Commission auditor is assigned the task of checking the
corperations’ records for each state participating in the audit. Thus. it is his job to
enhance the enforcement of the tax laws of each of those states. The more states
participating in an audit, the more cffective is the joint audit.

The Multistate Tax Commission stands as the enly organization which has a
vested interest in seeing that every member state receives its proper share of taxes
through good tax admiaistration.

Nevertheless, the “divide-and-conguet™ philosophy still prevails among a few
corporations with regard te joint auditing. Those which are most concerned to
preserve it are undoubtediy the ones which have the greatest potential tax liability
in danger of discovery by the states.

The Multistate Tax Commission has been named party to a lawsuit dealing
with the juint audit program. Four of the nation’s largest corporations filed suit
against the Multistare Tax Commission Augnst 8, 1972, The lawsuit secks to
dissolve the MTC on the buasis of an allegation that the Muttistate Tax Compact is
unconstitutional. Success in this effort would impede state efforts to improve
their coljective ability to administer their tax statutes uniformly and effectively
with respect to multi-corporate businesses, and would hinder their program aimed
at producing results which are fair to all corporations, lurge and small, multi-state
or single-state in pature,

The suit in question was filed in United States District Court for the
Southern District of New York by United States Steel Corporation, Standard
Brands Incorporated, General Mills, Inc., and the Procter & Gamble Distributing
Company, against the Multistate Tax Commission, its Executive Dvirector and the
Tax Administrators of its 21 member states. The file number of the suit is 72 Civ.
3438, The first court activity in the case is expected to take place sometime in
December of 1972, when the Multistate Tax Commission will move to dismiss the
suit.
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Earlicr in the year, the Multistate Tax Commission itself had initiated
litigation. The purpose was to compel a taxpayer to submut to a Sales and Use Tax
joint audit which several states had requested the Multistate Tax Commission to
make. The suit was filed on behalf of those states and the Multistate Tax
Commission by The Attorney General of Washington State against Hertz
Corporation in the Superior Court of the State of Washington, County of
Thurstan, on July 10, 1972. The fite number of that case is 116573, That case i3
still pending.

During the vear, the Multistate Tax Commission also filed Amicus Cunae
bricfs on behalf of the respective states in four cases on appeal before the U.S.
Supreme Court.

The first case was that of Heublein, [nc. v. South Carolina Tax Commission,
No. 71-879. The legal question was whether the taxpayer had subjected itself to
corporate income tax liability within the state solely by performing certain
aclivities there which were required by the Alcoholic Beverage Control Law of the
state. The Multistate Tax Commission brief maintained that the answer should be
affirmative.

The other three cases involved Indians. The question was whether or not the
state had guthority to impose its tax upon the activity of the Indians in question.
The Multistate Tax Commission filed a composite brief applicable to all three
cases. That brief maintained that the taxing power of the state was applicable in
cach case.

The three cases were: Mescalero Apache Tribe v, New Mexico Bureau of
Revenue, No. 71-738; Rosalind McClanahan v, Arizona State Tax Commission,
No. 71-834; and Leonard Tonasket v. State of Washington, No. 71-1031.

IX. CONCLUSION

The Multistate Tax Commission is entering its most critical phase. Success
for the Multistate Tax Commission in the U. S. Steel litigation is of the utimost
importance to its future. 1 believe that the courts will hold that the Multistate Tax
Compact is valid without Congressional consent, as some state Attorneys General
have already reled. This would clear the way for a major breakthrough in the joint
cffort of the member states to achieve the benefits of full cooperation. The joint
sudit program of the Multistate Tax Commission is the springboard for that
cooperation and those benefits. That program is moving forward steadily as the
states become more familiar with it, betier understand its varions aspects, and
participate more fully in it.

Other efforts of the Multistate Tax Commission include the providing of the
benefits of expertise in various fields such as tax administration education,
litigation, and development of uniform regulations. This enables the individual
states 1o benefit from the accumulated knowledge and experience of all.

The Multistate Tax Commission focuses on the problems of all states and all
taxpayers. More important, it takes action on their behalf, That is its distinction
and its unique contribution to the ultimate success of the federal system in the
tield of interstate taxation.
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MULTISTATE TAX

COMPACT ENACTMENTS

The Multistate Tax Compact has been enacted as a uniform law by the twenty-
one states as shown below:

State Effective Date
Kansas April 20, 1967
Washington June 8, 1967
Texas June 13, 1967
New Mexico June 19, 1967
Illinois July 1,1967
Florida August 4, 1967
Nevada August 4, 1967
Ogegon September 13, 1967
Missouri October 13, 1967
Nebraska October 23, 1967
Arkansas January 1, 1968
idaho April 10, 1968
Hawaii May 7, 1968
Colorado July 1, 1968
Wyoming January 24, 1969
Utah May 13, 1969
Montana July 1, 1969
North Dakota July 1, 1969
Michigan Fuly 1, 1970
Alaska July 1, 1970
Indiana July 1, 1971

14



ASSOCIATE MEMBER STATES

The Commission has made provision {or associate membership by Section 13 of
its bylaws, as follows:

13. Associate Membership

{a} Associate membership in the Compact may be granted, by a
majority vote of the Commission members, to those States which have not
effectively enacted the Compact but which have, through legistative enact-
ment, made effective adoption of the Compact dependent upon a subse-
quent condition or have, through their Governor or through a statutorily
established State agency, requested associate membership.

{b) Representatives of such associate members shali not he entitled to
vote or o hold @ Commission office, but shall otherwise have all the rights of
Commission members.

Associate membership is extended especially for states that wish to assist or
participate in the discussions and activitics of the Comimission, even though they
have not yet ¢nacted the Compact. This serves two important purposes: (1) it
permits and encourages states that feel they lack knowledge about the Commis-
sion 10 become familiar with it through meeting with the members, and (2) it
gives the Commission an opportunity to scek the active participation and addi-
tional influence of states which are eager 1o assist in a joint effort in the field of
taxation while they consider or work for enactment of the Compact to become
full members.

The following are associate members at this time:

Alabama* New Jersey
Arizona Ohio
California Pennsylviania
Georgia South Dakota
Louisiana Tennessee
Maryland Virginia
Massachuseits West Virginia
Minnesota

* Compact enacted in Alabama but not effective unless and untit the United States Congress
enacts legislation specifically giving its consent for the States to enter o this Compact,

5



COMMENTARY BY RETIRING CHAIRMAN
CHARLES H. MACK

June 9, 1972

“All of us as individual tax administrators, and the Comrnission itself, can
only profit from the addition of the expertise and participation of every tax
administrator in this country. We all fook forward to the day when every state has
enacted the Multistate Tax Compact and is taking full advantage of all of the
opporlunities which the Multistate Tax Commission offerg.™

“The Commission has had the benefit of association with and assistance
from a number of representatives from large business firms who are national
legders in their field. They have contributed to the functioning of the
Commission. The Commission in turn has contributed te making it easier for
them te comply with the tax laws of the various states.™

“The MTC approach is the right approach and the effective approach.”
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MULTISTATE TAX COMMISSION

COMMITTEES

ATTORNEY COORDINATION COMMITTEE

JAMES D WINTER, Arizona. CHAIRMAN
Sigmund Aaronson. Tevas
Edward S. Bell, Montanu
T H. Broadhurst, Texus
Morris S. Bromberg. [llinois
Calvin Campbell, [Hinois
Louis Del Duca, Penngy vania
Theodore W, de Lovze, Oreson
William Dexrer, Weshington
AL DL Dovle, Alaska
John Gautney . Arkansis
R. G. Hamlin, Californis
Wiltiwm L. Haeris, Jro, Kansas
Al Hausauer. North Dakota
T. Bruce Honda, Hawant
Bruce Hughes. Texas
Kenneth Jukes, North Dukota
Lewls AL Jones, Texas
I Kent Ralb. Nebraska
Wardlow Lape. Texus
Hureld Leib, New Jersey
David Lewis, Arkansas
Timothy Malone, Washmgton
Robert L. Miller, kdaho
Richard R. Nacy, Jr., Missouri
Charles Otterman, California
John Owens, New Mexico
Pevion Parker, Louisiana
William Peters, Nebraska
Richard Roesch, Michigan
Gerald Rohrer, 1linais
Robert L. Royer, Louistana
David B. Sarver, IHinois
William 8. Scovill, Ittinoss
Nancy Sullivan, Nebraska
Yames R, Willis, Colorade
William Wooten, West Virginia
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COMMITTEES, Continued

INCOME TAX COMMITTEE

WILLIAM . PETERS, Nebraska, CHALRMAN
Scott Akers. Kentucky
Wade anderson, Texas
John Blackmuon, Georgn
Owen L. Clarke, Muassachusetts
Keith Colbo, Montana
Theodore W, de Looze. Oregon
Williamy Drexter, Washington
Arthur England, Florida
Sidney Glaser, New lersey
Sydney Goodman, Michigan
Jumes Hamlton, Calitoraia
Al Hausaner, North Duakota
Vernon Holman, Utah
Robert Kosydar, Ohio
Edward Landerkin, New fersey
James T McDonald, Kansas
Frank Medlin, ldahe
Arthur Roenter, Minnesata
Richard Roesch, Michigan
David BB Sarver, lllinois
Joseph Traigle. Louisiana
Vincenl Yakowicz, Pennsylvania

Business Resource Members:
1.} Bischoff, Trans World Adrlines, [nc.
Roland Bixler, J-B-T Instruments
John Brundage. Lybrand, Ross Bros, & Montgomery
James Devitt, Montgomery Ward
Dale Hale, Allegheny Airlines
John Parenti, Eastern Air Lines
James Peters, American Tel & Tel
Raymond Slater. U. 5. Steel Corporation
William Spangler, 3 M Company
Roger Talich, Gates Rubber Compuany
John Tockston, United Air Lines
Cectl Wright, Holly Sugar Company



COMMITTEES, Continued

JOINT AUDIT COMMITTEE

ROBERT KESSEL. North Dakota, CHAIRMAN

REGULAR MEMBER STATES
Frederick P. Boetsch, Alaska
Boyd W. Boner, Kansas
Gerald Foster, Montana
F. Nolan Humphrey, Arkansas
Howard Johnson, Indiana
James McRride, Nebraska
Harvey McNutt, Wyoming
Frank Medlin, Idahe
Tracy Neese, lHinows
Raobert Nelson, Michigan
Tomotaru Ogai, Hawaii
Oscar Quoidbach, Oregon
Wesley Wilber, New Mexico
Chester Zawislak, Michigan

ASSOCIATE MEMBER STATES
Nick Cicearella, West Virginia
Theodore Koetz, Ohio
Edward Landerkin, New Jersey
Harold Leily. New Jersey
Robert Nunes, Cabiorma
Norman Schmitt, Ohio

MEMBERSHIP COMMITTEE

RICHARD R. ROESCH, Michigan, CO-CHAIRMAN
JAMES HAMILTON., Culifornia, CO-CHAIRMAN

John Blackmon, Georgia

Owen L. Clarke, Massachusetts

Theodore W. de Looze, Orcgon

Wiltiam Dexter, Washington

Theodore Koetz, Ohio

David B. Sarver, Hlinois
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COMMITTEES, Continued

RULES & REGULATIONS COMMITTEE

IHEODORLE W. de LOOZL, Orezgon, CHAIRMAN
John Bearden, Georgia
Frank Beckwith, Colorado
Frederick Bogtsch, Alaska
Hat Crandall, Hlinois
Allun Curtts, Tennessee
Juv Destribats, New Tersey
Willin Dexter, Washington
Jolin Guautney . Arkansas
Al Hausauer, North Dakota
Paul Holt, Utah
I Kent Kalb, Nebraska
Wardlow Lane, Texas
Robert Miller, 1daho
William Reed, Kentucky
Melvin Soong. Hawaii
Donald Swepston, Ohio
Gerritt Van Coevering, Michigan

Business Resource Members:
Juck Agliata, Tohns-Manville
Jay Alten, Melville Shoe
James Devitt, Montgomery Ward
Paul Jones, Bell & Howell
Steve McKessy, Lybrand, Ross Bros. & Montgomery
James Peters, American Tel & Tel
Frank Roberxts, Pillsbury, Madison & Sutro
Marvin Rosenblum, Gulf + Western Industries
James Smith, Sears, Roebuck & Company
Carl Straub, Morrisen-Knudsen
Dennis Tischler, TRW Inc.
John Werner, Chicago Bridge & [ron
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COMMITTEES, Continued

SALES & USE TAX COMMITTEE

FRED O'CHESKEY, New Mexico, CHAIRMAN
Leslie Clarke, California
Stuart Conneck, Virginia
R. Earl Franz, Minnesota
Sidney Glaser, New Jersey
Chandler Hewell. Georgia
Ben C. Holdereid, Michigan
Bruce Hughes, Texas
Lewis Jones, Texas
Richard Lee, Hawail
Ewing H. Little, 1daho
I 8 MacClean, Wyoming
William Miller, West Virginia
Harry O'Riley. Kansas
Charles H. Otterman, Culifornia
Homer Ross, [daho
Clyde L. Scott, Nevada
Norman W. Schmitt. Ohio
S. Ed Tveden, Washingten
Brian L. Wolfberg, Illinois

Business Resource Members:
Frank Buehler, Howard Johnson’s
George Lundin. Chicago Bridge & Iron
Ralph Weber, Gates Rubber Company
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APPORTIONMENT OF 1971-1972 BUDGET

**Appor- **A ppor-
*Revenues tioned tioned Total Share
Linder % of Share Share of 1972

State Compact Total of 10% of §0% 1473 Budget
Alaska 47,158,050, 4782 % 1,000, $ 899.00 $ 1.899.00
Arkansas 188,445,866, 19111 1,000. 3,592.87 4,592.87
Colorado 330,102,932. 3.3476 1,000. 6,293.49 7,293.49
Flonida 783.959.842. 7.9502 1,000. 14,946.37 15,946.37
Hawaii 306,350,731, 31067 1,000. 5,840.60 6,840.60
Idaho 109.417,628. 1.1096 1,000. 2,086.05 3,086.05
1ilinois 2,262.934 016, 22.9486 1,000. 43.143.37 44.143.37
Indiana 590,139,500. 5.9847 1.000. 11.251.23 12,251.23
Kansas 292,241,115, 29637 1.000, 5.571.75 6,571.78
Michigan 1,639,592.593. 16.6273 1.000. 31.259.32 32.259.32
Missoun 507.470.194. 5.1463 1.000. 9.675.04 10.675.04
Aontina 51,927,233, 5266 1.000. 990.00 1.990.00
Nebiraska 166.246 954, 16859 1.000. 3.16%.49 4.169.49
Nevada 60.052,511. HO9G 1.000. 1.144.92 2.144.92
New Mexico 164 087,407, 1.6640 1.000. 3.128.32 4.128.32
Nuorth Diakota 73.329.8312. 7436 1,000. 1.398.G0 2.398.00
Oregon 272,965 .000. 2.7682 1.600. 5.204.21 6.204.21
Tenas 1.125,681.328. 11.4156 1.000. 21.46133 21.461.33
Ctah 186.892.417. 1.84953 1.000. 3.561.16 4.563.16
Washington 667,795,000, 6.7722 1,000, 12.731.35 13,731.75
Wy oming 34.075.427 3456 1.000. 649.73 1.649.73
Totals $9.860.865.566. 100.06000  $21.000.  $188.060.00 $209.000.00

“For fiscal year ending June 30, 1971
4 10% in equal snares; 9007 on basis f tax revenue,
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BUDGET PERFORMANCE REPORT

For Fiscal Year

July 1. 1971 - June 30, 1972
Acrual
Chver (Under)
Budget Actual Budget

Payroll $150,000.00 $127 83391 $¢22,166.09)
Empioyees’ Insurance 5,250.00 3923.84 ( 1,326.16)
Employees’ Retirement 21.000.00 17.782.82 { 3,217 18)
Staff Travel 31.000.00 22.612.25 { B.3R87.75)
Commission Members' Travel 4 .000.00 262791 ( 1.372.09)
Relocation Expenses 3,250.00 1,540.23 ( 1,709.77)
Other Travel Expenses 1.060.00 1,761.11 761.11
Bonds & Insurance 300.00 34000 40.G6
Office Rental 14.000.00 12.265.00 { 1.735.00
Office Supplies & Expenses 5.0060.00 2.502.99 ( 2,097.01)
Freight & Postage 7,000.00 387267 ( 3,127.33)
Printing & Duplicating 13,000.00 948826 { 3.511.74)
Telephone & Telegraph 7.500.00 10,251.31 2,751.31
Books & Periodicals 3,500.00 3,289.70 (21030
Advertising 1,000.00 11551 ( 884.49)
Miscellaneous 1,500.00 1,660.01 160.01
Conferences & Committee

Meetings or Hearings 2.000.00 3.630.71 1.630.71
Professionat Fecs & Other

Contract Services Including

Electronic Data Processing 4,200.00 2.426.00G ¢ 1,774.00)
Office Furniture 2.,000.00 1,465.71 { 534.29
Office Equipment 2.600.00 938.25 ¢ LD61.75)
Contingency Account 14,500.00 -0- (14,500.00)

TOTALS $293.000.00 $230,728.19 $462271.81)
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PLANNED BUDGETS
FOR

FISCAL 1973 AND 1974

97273
Payroll $145.000.00
Employees’ Insurance 5,000.00
tmployees’ Rerrement 20,300.00
Staff Travel 24.500.00
Commission Members® Travel 4.300.00
Relocation Expenses 3,000.00
Qther Travel Expenses 1,500.00
Bonds & Insurance 300.00
Office Rental 14.000.04
Office Supplics & Expenses 5.000.00
Freight & Pustage 5.000.00
Printing & Duphcating 6.000.00
Telepheuve & Tetepraph 10.000.00
Books & Periodicals 3.500.00
Advertising 1,600.00
Miscellaneous 1,504.00
Cunferences & Committee
Meetings or Heanngs 1,000.00
Professional Fees & Other
Contract Services including
Electronic Data Processing 1.100.00
Office Furniture 1.00G0.0G
Office Lquipment 1,800.00
Contingency Account 13.000.00
TOTALS $269,000.00
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1973-74

$145,000.00
5,000.00
20,300.00
24,500.00
4,300.00
3.000.00
1,500.00
300.00
14,360.00
5,000.00
5,000.000
6,000 00
£0,000.00
3.500.10
1.000.00
1,5010.00

1,000.00
1,100.40

L.gaa.00
1,000.00

13,000.00

$269,000.00



JOHN M. BYRNE & COMPANY

L T R T

METROPDLITAN BUILDING SUITE 54O DENVER CQLORADO 80202 303-6882-184)

Multistate Tax Commission
18G9 751h Street
Boulder, Coioravo

Gentlemen:

we have esamined the balarce sheet of Muitistate Tax Commission
at June 3D, 13872, &nd the rejated statements ©! revenue and incurred
expense, changes in fund halances, and source and application of cash
funds for the vear then ended.  Our examination was made inm accordance
with generglty accepted auditing standardgs and accordingly included
such tests of the accounting records and such other auditirg procedures
as we considered necessary in the circumstances.

Irn our opinion, the aforementioned financial statements present
fairly the rinancial position of Multistate Tax Commission at June 30,
1972, and the results of its operations, changes in fund balances, and
the source and application of its cash funds for the year then ended
in conformity with generally accepted accounting principles applied on
a basis consistent with that of the prior year.

Rpespectiully submitted,

WJ 977, /574,.%/ ot 55772«-«7_
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MULTISTATE TAX COMMISSION
Bafance Sheet
June 30, 1972

ASSETS (Note 1)

Current Assets:

Cash ... ......... . § 52,812
Certificates of Deposit - .. ... ... ... ... 100,000
Assessments Receivable .. .. ... ., 13,771

Total Current Assets . . ... . .. la6,583

Fixed Assets (Note 2):

Office Furniture and Lquipment . . . . $15.808
Less: Aceumulated Depreciation | . . . . 3.857
Total Fixed Assets .., ... ... 11.951
Other Assets:
Prepaid Withholding Tax ... .. ... . . 211
Expense Account Advances, Emplaoyces . . .. 800
Deposits (Note 3) . ... .. ... .. . . ..., 1,240
Prepaid Pension Plan Costs {Note d) ... .. .. 15,785
Total Other Assets .. . . ... 18,036
Total Assets . . . .. . ..o e $196,570
Liabilities and Fund Balance (Note 1)
Current Liabilities:
Aveounts Payable . .. .. ..o L L 3 988
Accrued Retirement (Noted) . .. 3.033
Prepaid Assessmernts ..o L 3,750
Tatal Current Ligbilities. . . . . . 7773
Fund Balance:
Investment in Fixed Assets (Net) (Note 3) . . . $11,262
Reserve for Employees’ Retitement (Note 4) . 15,877
Reserve for Prepaid Assessment . 15,000
Reserve for Contingencies .. .., .. . 85,000
Unappropriated [und Balanve . 61,658
Total Fund Balance .. .. .. .. 188,797
Total Liabilities and Fund Balance ... . . $196,570

Accompanying Notes to Financial Statements are an integral part of this statement,
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MULTISTATE TAX COMMISSION
Statement of Revenue and Incurred Expense
For the Year Ended June 30, 1872

Revenue:
Assessments, Member States . . 00 0 Lo L $209.000
Interest:
United States Treasory Bills .. 0 . ., . 5 1,857
Certificates of Deposit . . . .., ... ... 9.384
Total Interest . .. . .. ... ... .. 11,241
Tota) Revenue . .. . . . . ... 120,241

Incurred Expense:

Salaries .« . Lo $127 834
Retirement (Note 4) .. . ... .. ... 7.569
Employees’ Insurance . .. 0000 . 3,924
Pension Plan (Notedy. . . ... .. .. .. . 10,758
Staff Travel . .. .. ... .. ... .. . . 22612
Commission Members Travel . . .. . . 2628
Relocation Expense . .. 0.0 0 . . L. 3,301
Bonds and Insurance . . .. . . .. L . 340
Office Rent . .. ... .. . ... ... .. . 12,265
Office Supplies . . .. .. ... ... .... . 2,903
Postuge and Freight . . .. . .. .00 0L 3,873
Printing _ .. . ... ... . ... . 9,488
Telephone and Telegraph . . . ... . .. . .. 10,251
Books and Periodicals . .. ... 3.290
Advertising. . . .. .. ... oL 115
Miscellancous. . . . ... ... L. 1,660
Conferences, Comunitiee Meetings and

Hearnmmgs . . . .. .o oL 3631
AccountingFees. . . . . ... oL L. 1,825
Other Contract Services .. oL oL L L. 601
Prepreciation (Note 2y .. .. ... .. .. ... 1,715

Total Incurred Expense - . . . . 230,583
Excess of Incurred Expense Over Revenue (S 10,342)

Accompanying Notes to Financial Statements are an integrat part of this statement.
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MULTISTATE TAX COMMISSION
Statement of Source and Appheation of Cash Funds
For the Year Ended June 30, 1972

Source of Cash Funds:
Operations, Excess of Incurred Expense

Over Revenue . 0 000 oL (3 10,342)
Add (Income) Expense Not  Employing Cash
I'unds:
Recognition of Prepaid Assessment . . . (5,890)
Depreciation (Note 2y ... .. .. ... .. 1,715
Total from Operations. . . . . (14517
Cast of United States Treasury Bills
Matured and Soid 00 0. 55,143
Certiticates of Deposit Matured . . . .. 350,000
Increase in Prepaid Assessments . . 3,750
Increase in Accrued Retirement (Note 4) . . 3,035
Total Svurce of Cash Funds . . | W

Application of Cash Funds:

United States Treasuty Bills Purchased . . . . . $ 19,313
Certificates of Deposit Purchased . . . . . . .. 310,000
Pugchase of Office Furniture and Equipment . 2,404
Advance Office Rental Deposits . .. . 500
Fmployees' Expense Account Advances . . . 500
Contribution to Employees’ Pension Plan

[n Excess of Current Cost (Note 4). . . . 15,785
Decrease in Withheld Payroll Taxes Payabie . . 2134
Increase in Assessments Receivable . .. . 13,771
Decrease in Accounts Payabie . . .. .. 34604

Total Application of Cash Funds T 367,871

Fxcess of Source of Cash Funds Over

Apphcation of Cash Fynds . .. .. 0. o 32.540
Cash Balance, June 30,1971 . .. . .. ... ... 20,272
Cash Balance, June 30,1972 . .. .. . ... ... $ 52.812

Accompanying Notes to Financial Statements are an integral part of this statement.
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MULTISTATE TAX COMMISSION
Statement of Changes in Fund Balances
For the Year Ended June 30, 1972

Reserve Unappro-
Reserve for  Reserve for Jor priated
Employees’ Prepaid Contin- Fund
Retirement  Assessment Lencies Balonce
Balance, June 30, 1971 . . . . $15,877 $20,890 $85,000 $72,000
Deduct:
Portion of Prepaid Assesy-
ment Recognized as
Income .. .. ..... 5,890
Fxcess of Incurred Fxpense
Over Revenue .. ... L 10,342
Balance, June 30, 1972 . . . . $15,877 $15,000 $85,000 61,658

Accompanying Notes 1o Financial Statements are an integral part of this statement.
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MULTISTATE TAX COMMISSION
Notes to Financial Statements
June 30, 1972

NOTE 1:

The Commission has adopied the accrual method of aceounting.

Inasmuch as the Commission members are representatives of state taxing
agencies, the Commission has considered itself a tax exempt organization. The
Commission is cursently preparing an application for exemplion to be submitted
to the Internal Revenue Service,

NOTE 2:

At June 30, 1971, upon adoption of a modified acerual method of
accounting, the Commission recorded fixed assets, previously charged against
ircome, as well as the related depreciation thereon from the dute of acquisition.
Fixed assets, at cost less accumubated depreciation, amounted to 311,262 at that
date.

Depreciation tor the vyear ended June 30, 1972, caleuiated under the
straight-line methad amounted t0 $1,715.

NOTE 3:

Multistate Tux Commission leases its primary office facilities at Boulder,
Cotorado, under the terms of a Jease agreement expiring May 31, 1974, Monthly
lease rental under the agreement amounts to §5785.

Other office space is leased under short-term agreements.

Depesits applicable to future rental payments apgregated $815 at June 30,
1972.

Other deposits amounting to $425 are airline travel deposits.

NOTE 4:

The Commission adopted a pension plan during the year ended June 30,
1972, covering substantially all of its full time employees. Total pension expense
for the year amounted to $10,758 including amortization of past service cost of
$18,300 over u period of twenty years. Although the final reports from the
actuary have not been received, pension expense is based upon preliminary figures
recvived from the actuary in connection with contribution requirements for the
yeur cading June 30, 1973, Total pension plan payments for the year amounted
to $26G,543 of which the actuary has considered $16,700 to be applicable toward
funding of past service cost, resulting in funding all except $1,600 of past service
cost

Certain employees of the Commission are on a leave of absence from state
faning apencics. The Commssion has adopted the policy of assuming the liability
for contributions to the state retirement fund for these employees upon their
return to full time state employment. ¥Fxpense for this purpose amounted to
$7.569 for the year ended June 30, 1972, incleding as accrued liability of $3,035
un behall of those employees continuing on leave of absence at lune 30, 1972
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