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Purpose of the Multistate Tax Commission:

To bring even further uniformity and compatibility to 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 muitistate businesses, to promote the
adoption of statutes and rules establishing uniformity, and to assist in protecting
the fiscal and political integrity of the states from federal confiscation.



May 1, 1979

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

i respectfully submit to you the eleventh annual report of the
Multistate Tax Commission. This report covers the fiscal year
beginning July 1, 1977 and ending June 30, 1978.

Respectfully submitted,

%,«/%7%

Eugene F. Corrigan
Executive Director
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The Multistate Tax Commiission:

An Introduction

The Multistate Tax Commission is an
organization of states committed to bringing
order to state taxation of multistate business.
The Commission exists for the benefit of
both states and taxpayers.

States formed the Commission in 1967,
when some corporate taxpayers were trying
to persuade Congress to impose severe tax-
ing power restrictions upon the states. In the
view of these states, the proposed restric-
tions were one-sided and unfair, going
beyond the resolution of actual problems
and bestowing large and unwarranted ex-
emptions upon the taxpayers involved. The
Commission grew out of the conviction that,
if the states were to oppose such legislation,
they had an obligation to provide a construc-
tive alternative.

The Problem

Corporations operating in many states
pose a difficult tax enforcement problem,
especially concerning corporate income
taxes, The states’ problem is determining
what portion of the corparation’s total in-
come each state can tax. The problem in-
volves both the ground rules for dividing the
corporation’s income among the states in
which it operates, and the enforcement of
these rules.

If the ground rules in the different states
are notcompatible, then substantial amounts
of a corporation’s tax base can “fall through

the cracks” and not be reported to any state.
It is also possible that more than one state
could claim the power to tax the same in-
come. (Whether or not such a theoretical
claim actually is asserted in practice is an-
other question.) In either case, there will be
unnecessary confusion for tax officials and
taxpayers alike.

Similar problems exist, moreover, regard-
ing other 1axes, such as sales and use, fran-
chise, and gross receipts taxes, affecting large
corporations doing business in many states,

The second dimension of the problem is
enfarcement, Regardless of what a state’s
laws say on paper, ineffective or inconsistent
enforcement can resultin revenue loss to the
state and confusion to taxpayers.

The Commission addresses both of these
problems. In joining the Commission, the
states adopt a model law for the division
of corporate income among the states in
which the corporation does business, In
addition, the Commission gives the states
an economical tool for dealing with the
unique tax enforcement problems posed by
multistate businesses.

The joint Audit Program

The Commission’s most prominent activity
at this stage is its cooperative tax enforce-
ment effort calted the “Joint Audit Program.”
Through this program the member states
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poal their resources for the largest and
most difficult cases. MTC audit staff mem-
bers perform audits of large multistate tax-
payers, just as though they were part of the
audit staffs of the member states. A single
MTC audit takes the place of separate and
duplicative audits by each of the member
states. The fact that the MTC auditars are
permanently located in Chicago and New
York atso eliminates the expenses incurred
by in-state auditors performing out-of-state
audits,

activities of the member states. Moreover,
the states retain complete control of their
enforcement efforts even when carried out
through the joint program. individual states
decide whether or not to participate in each
MTC audit, and they and they alone decide
whether and haw to act upon the audit
results.

The joint audit program is not merely an
effective way for the states to identify un-
collected revenues. The broader purpose of
the program is to promote compatibility of

“The Multistate Tax Commission is a common-sense way for the states to
reduce overlapping corporate tax administration and to reduce also the
complexities in their tax laws which are a burden for both business taxpayers
and state enforcement officials alike. Simplicity in business taxation is good for

business and good for the states.”

Richard D. Lamm, Governor
State of Coforado

Under the joint audit program, individual
states gain the economy and efficiency of a
cooperative enforcement effort at just a
fraction of the program’s cost. They learn of
any inconsistent reporting to different states
by multistate 1axpayers. Perhaps mostimpor-
tant, they gain a tool for making the the-
oretical compatibility of their tax laws work
in practice on a case-by-case basis.

At the same time, corporate taxpayers gain
the convenience of a single audit in place of
the nuisance of separate audits by the various
individual! states. They gain the assurance
that no participating state will claim more
than its proper share of their tax base,
Furthermore, they gain a forum through
which to seek resglution of inconsistencies
in the state tax rules to which they are sub.
ject.

The joint audit program has been a worth-
while investment for the participating states,
returning over $23 for each dolar the states
have put into it, on top of the many other
advantageswhich are not measurable in dol-
lars. The program is merely a supplement 1o,
and not a replacement for, the enforcement
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state enforcement policies to the benefit of
states and taxpayers alike. To this end the
Commission is warking with an advisory
group of top tax officials from the affected
corporate taxpayers to make certain that the
technical rules and pracedures of the joint
audit program are fair from their standpoint.
Ultimate decision on all policy matters
remains, of course, with the member states.

The joint audit program includes the cor-
porate income, sales and use, franchise, and
gross receipts taxes levied by member states
and affecting interstate commerce,

Litigation Program

Corporate 12x enforcement programs can
bear fruit only if the MTC and the individual
states are able 1o defend the results of their
audits against taxpayer challenges. Litigation
in this area has been a major problem for the
states, Corporate laxation is a complex legal
specialty, and state assistant attorneys gen-
eral, spread thin over many kinds of cases,
often find themselves pitted against expert
taxpayer attorneys with great resources and



years of experience in the particular ques-
tion at issue.

For this reason, legal assistance has
emerged as @ key part of the MTC's coop-
erative program. MTC General Counsel
William Dexter has aver thirty years of ex-
perience in state corporate tax litigation, as
an assistant attorney general in the states of
Michigan and Washington. Mr. Dexter has
been active in three main areas, First, he has
defended the MTC's audit program against
taxpayer challenges such as the US. Steel
case, Second, he has helped individual states
defend the results of MTC audits. And third,
he has assisted states with their own corporate
tax litigation in important cases having
revenue implications for other states. On top
of this, Mr. Dexter has provided both formal
and informal training and guidance for the
legal staffs of individual states,

The states have shown great enthusiasm
for this legal assistance, and the MTC is
exploring ways to meet their needs more
adequately. The program has proven its
value not only in protecting state revenues,
but also, and more importantly, in promot-
ing compatible interpretations of law in the
courts of the different states.

A summary of the MTC’s current litigation
and legal assistance activities appears later
in this report.

Other Activities

The audit and litigation programs are
merely the most visible of the Commission's
efforts for compatibility in and effective ad-
ministration of state corporate tax laws affec-
ting interstate commerce. Apart from the
common-sense uniformity provided in the
Compact itself, the Commission has adopted
advisory positions on the following matters:

1. A uniform standard for determining
when a business is subject 1o a state's sales
and use tax laws.

2. Uniform regulations interpreting the
provisions of the model law (UDITPA) for the
division of a corporation’s income amaong
the states in which the business operates,.

3. Uniform regulations for the division
among the states of income of various

specialized industries to which the model
law does not apply.

4. A uniform sales and use tax exemption
certificate.

5. Unifarm agreements for the exchange
among the states of informatior relating to
sales, use, and net income taxes.

Even though such recommendations are
advisory only and are not legally binding,
they have been adopted widely by both
member and non-member states.

Despite this progress towards compatibil-
ity, there have been persistent efforts in
Washington to impase unwarranted restric-
tions upon state taxing powers concerning
large multistate corporations. MTC member
states have continued to oppose such
attempts, individually and through the Com-
mission. The MTC has established a small
Washington office to present the states’
position on these issues,

Membership and Operation

States join the Commission through the
enactment by their legislatures of the Multi-
state Tax Compact. The Compact includes a
unifarm law which makes available to busi-
ness taxpayers an optional procedure for
dividing their income tax base among the
states in which they operate. The chief tax

MTC auditor Gardon La Rue



Top Missonri audires Jay Hartley during MTC-conducted
training sesaon. £ eoress MTC auditor Nancy Endres.
Gotiom: M qudiner Robers Sciaraffa

official of each state represents the state on
the Commission. An Executive Committee,
elected by the membership, oversees the
Commission’s activities. The Executive Di-
rector manages the Commission’s day-to-
day affairs.

The Commission is funded entirely by the
member states. Each state’s contribution is
determined according to a formula based on
thestate’s tax revenues. The audit program s
funded separately. Most states have gotten
back from the joint audit program consider-
ably more than they have contributed to it.

Currently, the Commission has 19 full
members and 12 associate members. Full
members vate, pay dues, and may participate
in the joint audit program. Associate mem-
bers join by request of their governor rather
than by enactment of the Compact. They
participate in MTC meetings but do not
vote, pay dues, participate in the audit
program or, in several instances, make the
uniform taw available to taxpayers.

Uniformity—What It Is and Isn’t

The Commission is not a device for pres-
suring states into taxing corporations in
exactly the same way. To the contrary, mem-
ber states retain complete control over rates,
deductions, credits and other provisions of
their corporate tax laws. The Compact and
the Commission merely give the states a way
to resolve inconsistencies in the ground rules
by which each state determines how much
of the income of amultistate business should
be attributed to it. In short, the Compact
enables the states to divide the business’
income in an equitable manner. How heavily
each state taxes its share of this income
remains campletely up to the state.

The United States District Court for the
Southern District of New York emphasized
that “the Commission is vested with no
taxing authority; the taxes which it admin-
isters are only those imposed by the respec-
tive states and subdivisions in accordance
with state law . . . [t]he member states have
ceded no sovereignty over tax matters to the
Commission.” (1.5, Steel et al. vs. M.T.C.
et al., 417 F. Supp. 795, emphasis supplied.)



U.S. Steel Case:

An Invitation to State Cooperation

“The |formation of the] Multistate Tax Compact . . . symbolized the recog-
nition that, as applied to mulitistate businesses, traditional state tax admin-
istration was inefficient and costly to both state and taxpayer.”

United States Supreme Court,

in U.5. Steel v. Multistate Tax Commission

On February 21st, 1978, the United States
Supreme Court upheld the Constitutionality
of the Muitistate Tax Compact (U.S. Steel et
al. vs. M.T.C. et al., 434 US 452,54 L. Ed. 2nd
682 [197B)). The major issue in this case was
whether the Multistate Tax Compact fell
within Article |, Section 10 {the “Compact
. Clause” of the United States Constitution
and therefare required Congressional con-
sent. Until the U.S. Steel case, it was never
clear precisely how far this clause extended,
and the states did not know what agree-
ments, compacts or other cooperative ar-
rangements they could enter into with each
other without obtaining the consent
of Congress.

The U.S. Steel case established the law in
this area and cleared the way for more co-
operative state efforts to deal with their
comman problems.

Basically, the Court applied the test artic-
ulated in Virginia vs. Tennessee, 148 US
503 (1893}, which is, “Does the compact or
agreement in question enchance the politi-
cal power of the states in a manner which
encroaches upon the supremacy of the fed-
eral government!” The Court deemed it
irrelevant that a compact or agreement such
as the Multistate Tax Compact might en-
chance the ability of the states to deal with
their common problems, as long as the
powers they were exercising through the
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compact were those reserved to themin the exhaust imagination and resourceful-

Constitution, Thus, even though the Multi- ness in devising fruitful interstate re-
state Tax Compact enables the member lationships. It is not to be construed to
states to enforce their corporate tax laws fimit the variety of arrangements which
more effectively, the Compact itself is merely are possible through the voluntary and
a way for them to cooperate in exercising cooperative actions of individual States
powers which each of them already pos- with a view of increasing harmony
sesses. No encroachment upon federal within the federalism created by the
powers or authority is involved, and hence Constitution. (359 US 6)
Congressional consent is not necessary.
The Court specifically acknowledged that
its decision was an affirmation of the ability _ Thus, the U.5. Steel case opens up un-
of the states to devise innovative solutions limited passibilities for state cooperation
within the federal system. Quoting New York in many f:eids., without federal interference
vs. O'Neill, 359 US 1 (1959), the Court or control. Th|§ case cquld prove to be one of
noted that: the most significant involving federal-state
relations which the United States Supreme
The Constitution did not purport to Court has yet decided.

Multistate Tax Commission

Membership January 1, 1979
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Litigation Program

The fallowing is a status report on the
MTC’s litigation and legal assistance pro-
gram. As mentioned above, the purpose of
this program is both to protect state revenues
and taxing authority, and more importantly,
to encourage compatible interpretations of
laws affecting multistate taxpayers in the
courts of the different states.

A selected bibliography of published arti-
cles on MTC-related issues appears later in
this report.

A. litigation in Which the MTC s
Either Plaintiff or Defendant

Since the U.S. Supreme Court upheld the
MTC and its joint audit program in the U.5.
Steel case, most corporate taxpayers have
been cooperating with MTC joint audits, This
cooperation is acreditto these taxpayers, and
many have acknowledged privately the
merits of the program. Regrettably, a few
corporate taxpayers have continued to re-
sist joint audits through legal challenges,
US. Steel, International Harvester, and
Merck currently are the only taxpayers en-
gaged in direct litigation with us. {Two other
companies, Goodyear and Kraftco, are par-
ties to this litigation but are not actively
pressing it themselves.)

Of the three companies, only Interna-
tional Harvester continues to challenge the
MTC’s authority to audit them as an agent of

the member states. U.S. Steel is resisting the
auditors’ request to examine particular infor-
mation essential to the audit. Merck also has
been resisting the auditors’ requests for in-
formation, but to a lesser degree than has
U.S. Steel.

All of the above cases have concerned
income tax audits, No sales and use tax
audit dispute currently is in litigation. A
few corporate taxpayers are being uncoop-
erative regarding waivers of the statute of
limitations. However, strong state support
plus the MTC’s increasing ability to perfarm
audits quickly is reducing this problem
substantially.

1. International Harvester and U.S. Steel
Cases (Boise, Idaho} (MTC et al. v. Interna-
tional Harvester et al., U.S. District Court for
Idaho, case #1-76-182)

These are actually part of the same case
begun in Boise, Idaho in 1975. After the
District Court in New York upheld the
Commission in the U.S. Steel case, the Com-
mission tried to begin audits of 10 corporate
taxpayers. The taxpayers resisted. The federal
court in Boise supported the Commission,
but in effect stayed its order pending the
outcome of U.S. Steel's appeal to the U.S.
Supreme Court. Of the original defendants
in this case, two are no longer on the
MTC’s audit list. Four are cooperating with
MTC auditors, and two others are expected
to abide by pertinent orders issued by the
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court concerning other defendants.

On the other hand, International Har-
vester is seeking to appeal the Court’s
October 3, 1978, order requiring it to submit
to the audit; and U.5. Steel isseeking to post-
pone the audit indefinitely. At this writing,
the MTC is seeking an arder upon U.S. Steel
to show cause why it should not be held in
contempt of court and fined heavily.

2. Merck (Oregon} (MTC et al. v. Merck,
Qregon Tax Court #1295, February 27, 1979)

B. Recent Litigationin Which the
MTC Has Been a Participant
But Not a Plaintiff or
Defendant

1. ASARCO (idaho) (ASARCO vs. Idaho,
S.C. Docket #12198, March 12, 1979)

lh this case (as in the Montana ASARCO
case in which the MTC participated last year)
the taxpayer sought, in effect, to attribute

“The Idaho State Tax Commission has found the MTC to be a most helpful ally
in litigating Idaho tax cases. Bill Dexter, the MTC’s General Counsel,
possesses a wealth of knowledge and experience which would not other-
wise be available to our state. In particular, the Multistate Tax Commission’s
amicus curiae brief to the Idaho Supreme Court in ASARCQO v. The
idaho State Tax Commission contributed significantly to the state’s victory in

that case.”

Theodore V. Spangler, [r.
Deputy Attorney GCeneral
State of Idaho

After much of this audit had been com-
pleted, Merck refused to allow the auditors
to examine corporate minutes or to inter-
view key personnel. After a hearing, the
Oregon Tax Courtgranted the Commission’s
request that it compel Merck to submit to
the auditor’s requests. Merck has indicated
that it will petition for a rehearing,

3. Completed Sales and Use Tax Cases
(Tacoma, Washington) (MTC et al. v. Ameri-
can Can, U.S. District Court for Western
District of Washington, Docket #C75-164T)
{MTC et al. v. International Business Ma-
chines et al., U.S. District Court for the
Western District of Washington, Docket
#C76-186T) These two suits in the federal dis-
trict court in Washington involived the MTC's
attempt to enforce compliance with sales
and use tax audits. On July 20,1978, the court
issued an order upon the various defendants
in the two suits to submitto audits. The order
has become final. Of those companies in-
volved, four are now cooperating with our
audit and six others have been dropped from
the audit list,

8

much of its net income to states in which this
income was not taxable. (Technically, the
fssues were unitary apportionment and busi-
ness vs. non-business income.j Early in 1978
MTC General Counsel Dexter and ldaho
Assistant  Attorney  General Theodore
Spangler argued this case before the 1daho
Supreme Court. The Court upheld ldaho
concerning mast of the income in guestion,

2, Montgomery Ward (Arkansas) {Mont-
gomery Ward v. Heath, S.C. Docket #78-
35, 1978)

This case concerns Arkansas’ effort to
require Montgomery Ward to report o
Arkansas certain income which otherwise
would be reported to no state. The MTCfiled
an amicus brief supporting Arkansas’ posi-
tion. A decision is pending.

3. Japan Line (California) (Japan Line Ltd.
v. County of Los Angeles, Supreme Court of
the United States, October Term 1977,
No. 77-1378)

This appeal ta the U.S, Supreme Court
from the California Supreme Court involved
whether Los Angeles County couldimpose its



property tax on a fairly-apportioned, non-
discriminatory basis to cargo containers used
in international commerce. The law is clear
that the tax is proper with respect to inter-
state commerce {Ott v. Mississippi Barge
Lines, 336 U.S. 169 (1948} and Standard Oil
Co. v. Peck, 342 U.5. 382 (1952)). The taxpayer
argued that the commerce clause of the
federal Constitution means something dif-
ferent for foreign commerce than it does for
domestic commerce, and that the law should
be construed as to foreign commerce on the
basis of international custom. The MTC filed
an amicus brief supporting Los Angeles
County because of the possible impact of the
case upon state efforts to enforce their in-
come taxes effectively upon multinational
corporations.

Shortly before this report went to press,
the Supreme Court reversed the California
Supreme Court and held the Los Angeles
County property tax to be in violation of the
Commerce Clause. The Court acknow-
ledged that the tax was perfectly acceptable
as applied to interstate commerce, but since
the cargo containers were used in interna-
tional commerce the Court raised other con-
siderations which it deemed controliling
in this case.

There are important differences between
the issues involved in this case and the
income tax enforcement issues with which
the Commission in concerned. At this writ-
ing, the impact of the Japan Line decision on
state tax policies is uncertain.

4. ARCO (Colorado) (ARCO v. State of
Colorado et al., Docket #27913, 1978)

At issue was whether gains from the dis-
position of large blocks of going business
assets constituted business income subjectto
apportionment among the states in which
ARCO operates.

The assets in question were primarily
operating assets acquired in ARCO’s merger
with Sinclair. MTC General Counsel partici-
pated in argument before the Colorado
Supreme Court. A decision is pending.

5. KRAFTCO (Colorado) (Kraftco v.
Charnes, Civil Docket #C-62518)

In this lower court case, Kraftco sought to
overturn an assessment which was issued on

an estimated basis after the company refused
to submit to an MTC audit. Kraftco's argu-
ment was basically that it had never refused
the audit; but that it merely had not sub-
mitted to the audit. MTC staff members
Fred Cappetta and Gene Corrigan testified
on behalf of the State of Colorado. The court
upheld the assessment.

6. Scott & Williams Inc. {New Hampshire)
{Scott & Williams v. Board of Taxation,
Docket #78-27, 1978)

This case concerns the jurisdictional stan-
dard for determining whether and under
what rules sales should be “thrown back” to
the state from which shipped when the des-
tination of the sales is in a foreign country.
The taxpayer contended for the “interna-
tionally accepted” permanent establishment
rule while the state argued for the P.L. 86-272
rule. MTC General Counsel Dexter filed an
amicus brief and participated in argument on
behalf of the State of New Hampshire before
that state’s Supreme Court. A decision is
pending.

7. U.S. Tobacco {Pennsylvania) (Common-
wealth vs. .5, Tobacco, 5.C. Docket #771870)

The Pennsylvania Supreme Court upheld
the taxpayer’s contention that its salesmen’s
activities in the state were not such as tosub-
ject the taxpayer to the income tax jurisdic-
tion of Pennsylvania. The MTC filed a brief
with the U.S. Supreme Court requesting that
Court to accept the State of Pennsylvania’s
appeal from that decision. The U.S. Supreme
Court rejected the appeal.

Litigation in Which the MTC Is
Not a Party but in Which the
MTC’s Chief Counsel Is
Representing the
State as Counsel
Becker Industries Corp. (Idaho) {Becker
Industries v, Idaho State Tax Commission,
idaho District Court of Ada County, #61916)
The taxpayer here contends that Idaho
cannot apply worldwide unitary apportion-

ment to it. MTC General Counsel is con-
ducting the litigation on behalf of Idaho.
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“The stated purposes of this Compact are to promote uniformity among
state tax systems, ease taxpayer compliance and minimize the risk of
duplicative taxation of the multistate 1axpayer.”

United States District Court,
Southern District of New York
in U.S Steel v. Multistate Tax Commission

“In reviewing the events of 1978, { am sure we all agree that the highlights
were the favorable United States Supreme Court decision rendered
February 21, 1978, in the protracted U.S. Steel, et al. v. Multistate Tax
Commuission litigation and having Article 9(4) reserved by the U.S. Senate from
the US-UK Tax Convention. | wish to personally commend the staff of the
Commission for its dedication and the quality of the support provided
during this difficult period.”

Martin Huff
Executive Officer
California franchise Tax Board

“Mr. Dexter’s assistance was invaluable not only because he had discussed
[our] case at length and we therefore had the benefit of his expertise, but
because the mere appearance of the Commission before the Court added
credibility to our arguments.”

Wilbur A. Glahn, Il
Assistant Attorney General
State of New Hampshire

“The Multistate Tax Commission is actively bringing a value system of uni-
formity and fairness into the administration of state taxation in America. Itis
working agairst a concerted effort to create a system of tax preference
and exemption. It deserves broad support ‘rom the American public.”

Theodore W. de Looze
Chief Tax Counsel
Department of Justice
State of Oregon




Executive Director’s Report

by Eugene F. Corrigan

The past year has been one of progress
and change for the Commission. Early in 1978
the U.S. Supreme Count upheld the validity
of the Multistate Tax Compact in the U.S,
Steel case. Later in the year the UU.S. Senate
rejected the threatened invasion of state
taxing powers embodied in Article IX{4) of
the then-proposed United Kingdom Tax
Treaty. These victories both strengthened
the MTC and posed new challenges.

The Supreme Court victory in the U.S,
Steel litigation freed the audit program from
the legal impediment under which it had
been operating for several years, As a result,
the MTC had to bring the program quickly
up to peak efficiency so that it could fill the
needs of the member states. This meant not
only completing more audits for more states,
but also preparing the audit reportsinsucha
way as to meet the requirements of the in-
dividual states.

To this end, the new position of national
audit manager was established. This position
has been filled by Storm A. Allman.
Mr, Allman immediately addressed himself
to producing an income tax audit manual
based upon the procedures generally used
by Commission auditors. Subsequent meet-

ings with state audit personnel and with a
newly-formed Technical Advisory Com-
mittee of the Tax Executives Institute (an
organization of top level corporate tax per-
sonnel) have refined the procedures and re-
quirements in the completed manual. Al-
though the manual is meant only to establish
guidelines for the auditors, it does help each
taxpayer to know generally how its audit will
be performed and what information will be
required. Upon request, the manual is now
furnished to each taxpayer before its audit
begins.

A sales and use tax audit manual is
also being developed; and corporate
advice will again be sought to eliminate any
unnecessary burden on taxpayers and to take
advantage of all available opportunities to
increase audit efficiency. We expect that this
sales and use tax manual will be completed
by the end of the fiscal year.

In addition to developing uniform audit
procedures, Mr. Allman has introduced
management concepts which will improve
both the quality and the productivity of the
audit program in the coming years.

The audit program has proved highly pro-
ductive for the participating states during the
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past year. Twelve corporate audits were
completed, with an average of close to ten
states participating in each audit. Over 450
tax years were included.

The return to the participating states was
over twenty-six dollars for each dollar the
states put into the program. This return
should increase as the audit program devel-
ops. However, the MTC is seeking to put less
emphasis on the dollar return of the audit
program, and to stress its value in promoting
efficiency and convenience for both mem-
ber states and corporate taxpayers.

The Commission currently is planning to
perform more audits in the immediate
vicinity of its two audit offices in Chicago
and New York, thereby increasing its cover-
age while taking advantage of the economies
of auditing focally. Currently, however,
audits are in process on several of the cor-
porations which had been plaintiffs or inter-
venors in the U.S. Steel case, even though
these taxpayers are not based close to our
audit offices. Several of those audits are pro-
ceeding on a relatively congenial basis, A
majority of them should be completed by the
end of the 1978 /1979 fiscal year.

New micro-data processing technology
offers unexplored opportunities to state
and MTC tax auditors. Storm  Allman
currently is investigating a number of data
processing possibilities which could cut

greatly the time and expense necessary for
field audits of corporate taxpayers.

Presently, MTC auditors work out of
offices in New York and Chicago. The
growing importance of West Coast firms is
creating a need for more audit capacity in
that region. The member states are asking
the MTC 1o establish an audit office there,
and this will be done as soon as the budget
permits.

As important as its own audit pro-
gram are the MTC’s efforts to foster im-
proved corporate tax enforcementamong its
member states. These efforts will continue
during calendar 1979. An income tax audit
seminar will take place in Denver in May. A
sales and use tax audit seminar may follow
later in the year. A litigation serminar is
planned for August for attorneys who litigate
tax matters for their states. A seminar for
state legislators is also in the planning
stage. And the Commission will co-
sponsor a forestry taxation seminar which
will be held in Cambridge, Massachusetts
in December.

The Multistate Tax Compact was orig-
inally developed in 1966 to provide an
alternative to then-pending federal legisia-
tion which would have greatly impaired the
ability of the states to apply their tax laws
effectively to businesses operating in many
states. Although federal legislative proposals

MTC Executive
Director Eugene
Corrigan (left}, and
MTC Chairman
{and Colorado
Revenue Director)
Alan Charnes.



have been upsuccessful, they continue to
arise in Congress. Bills introduced by Senator
Charles Mathias of Maryland have been the
main threat along these lines in recent
years. Those bilts have purported to be a
response to lack of uniformity among state
tax statutes and procedures. Yet, the bills
have contained virtually no provisions which

MTC Matianal Audit Manager Storm Allman

would increase uniformity in those areas.
Rather, they would simply create exemp-
tions for many large multistate and multi-
national enterprises which have demon-
strated no entitlement to such preferential
treatment.

In 1978 the major federal threat ta the
states in this area was a provision in a
tax treaty with the United Kingdom. The
provision, Article 1X(4), would have limited
greatly the ability of the states to enforce
effectively their tax laws concerning multi-
national corporations. On its face, the pro-
vision would have applied only to the US.
subsidiaries of parent corporations based in
the U.K. However, had Article 1X{4) been
approved, future treaties with other nations
would have followed suit. Eventually U.S.-
based companies would have demanded
from Congress equal exemption from state
tax practices.

The use of the obscure tax treaty process to
impose restrictions upon state taxing powers

was virtually without precedent. Making
matters worse, the Treasury had not con-
sulted with the states before negotiating
away their taxing powers; nor did it even
extend to the states the simple courtesy of
directly informing them afterwards. instead,
state officials stumbled upon Article 1X(4}ina
rautine Treasury press release.

The states reacted vigorously to this new
Executive Branch incursion upon their
powers. The MTC joined with other organi-
zations and individual state officials to
impress upon the Senate that the secret
treaty process is a totally unacceptable
means for resolving disputes within the
federal system. After a long uphill battle,
led by Senators frank Church of tdaho and
Ted Stevens of Alaska, the Senate excised
Article 1X{4) from the treaty, signalling a
victory for the integrity of the federal system
and against secretly-negotiated preferential
tax treatment.

That victory may have set the stage for a
new dialogue between corporate taxpayers
and the states. There now seems to be a
greater willingness on the part of some cor-
porate tax managers to accept uniformity asa
proper response to non-uniformity. This
appears also to be true of state tax adminis-
traters who have not always supported the
concept of uniformity.

Therefore, the Multistate Tax Commission
currently is exploring the possibility of
finding some agreement between states and
corporate businesses regarding the prob-
lems which arise when the tax laws and
pracedures of different states do not mesh
with each other. The Commission partici-
pated in one such effort in 1969 and 1970,
but that effort failed. A renewed effort now
might be productive. The Commission is
concerned that no opportunity be lost to
produce an amicable resolution to the con-
traversy between corporate business and the
states which has continued for some twenty
years, Against its wishes, the Multistate
Tax Commission has found itself at the center
of that dispute for some ten of those years. it
would be appropriate if the Commission
were to be the instrument through which
accord could be reached. The benefits could
be great for everyone.
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The Multistate Tax Commission:
Retrospect and Prospect

by George Kinnear

Remarks delivered at the eleventh annual
meeting of the Multistate Tax Commission,
Denver, Colorado, June 7, 1978,

{Editors Note: Mr. Kinnear was the first
Chairman of the Multistate Tax Commission after
its founding in 1967, and was also co-founder and
co-chairman of the Ad Hoc Committee. Consist-
ing of equal numbers of state officials and cor-
porate tax representatives, the Ad Hoc Committee
worked for over a year to trytoresalve the contro-
versy between the two groups regarding how a
corporation’s incame should be divided among
the different states in which it operates.

These edited remarks, reproduced here largely
as they were spoken, offer a founder’s view of the
potential and promise of the MTC)

The Multistate Tax Compact offers the most
exciting pramise for progress in the field of
taxation. Its possibilities for good are unlimited.
it is not a new mechanism for dominating the
states, but rather an association to stimulate
action, state by state, by providing the necessary
infermation which is not now available regarding
many important problems, and by providing a
vehicle for cooperative state action. At the time

of its formation the MTC published a statement
that, “the Multistate Tax Compact is a disciplined
attack upon the entire problem of multistate
business taxation. The Compact provides a defin-
itive and effective answer for bath government
and business.”

The filing of the U5 Steel case in 1972
created a threat 10 the existence of the Commis-
sion. As a practical matter, it blocked states from
joining as regular members. It lost us the support
of many friends and supporters in the business
community who adopted a “wait and see”
attitude, In general, it seriously hampered the
activities of the Commission.

This was a serious threat. As you know, those
who have been opposed to the Commission made
strong efforts during the extensive period of
1972 10 1978 to blow the MTC out of the water by
campaigning to pull states out of the Compact.
They tried in my state, Washington, but were
unsuccessful.

It is imperative, in my opinion, that the
Commission at once develop a formal program to
enlarge its regular membership. You certainly
need to gain support from several more major
industrial states, and to have astronger geographic
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spread of member states. For the Commission (o
achieve the pational stature and quality of work
that 1 conceive for it, we must have at least three
quarters of the states conuitbuting to and partici-
pating in its activities.

We all know that there are problems in the
taxation of multistate businesses and that new
anes will constantly arise. 1 am convinced that
Washington, D.C., cannot solve these problems
wilthout doing violence 10 our federal systermn and

through which to consider these new prob-
lems efficiently.

| believe that it is a significant advance in state
tax administration to provide for business a single
place to which it may bring its tax problems or
recommendations arising out of multistate opeta-
tigns, Taxpayers never carme to me in Washington
to discuss their 1ax problems in other states. Why
would such a canversation with any one adminis-
trator ofier hope to the business taxpayer of

“Voluntary state cooperation is far better than arbitrary intetference from
Washington, The Multistate Tax Commission really works for its member

states.”’

without creating new problems for our economic
sysitem. The tragedy is that, unless the siates
move to solve these problems independently and
cooperatively, the federal governmentwill actand
then it will be too fate.

A Columbia Law Review study, published in
1975, states this problem well, | believe: “An
MTC independent of constant Congressional
supervision is preferable for purposes of fed-
eralism. Although the problems of state 1axatian of
interstate commerce are numerous. they should
be handled by the states. Encraackment by the
federal governmen! 1s not a senous problem, as
the history of unpassed Congressional bills dem-
onstrates. The real problem is to avoid forcing
Congress to assume a responsibility that the states
have neglected—the responsibility of gearing
state systems to be colfectively fair to the
myriad interstale esterprises.”

in addition to gaining the support of more
states. the MTC must also regain and expand the
support of the business sector if the Commissior is
to he effective as a national organization,

Multistate business activities are certainly going
to increase and will undoubtedly change The
technological. transportation, and communica-
t.on revolutions will inevitably alter many business
practices. This will cause new and presently unfor-
seen problems. Along with this will come intensi-
fied demands for uniformity, simplicity, and equity
in laxation. The Commission provides a medium
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Arthur Link, Governor
State of North Dakota

solutions prior to the creation of the Multistate
Tax Commission? The Commission gives a multi-
state business an opportunity to deal with the
states through one agency instead of through as
many as fifty, Without this agency. it is virtually
impossible for any company to work toward
achieving unitormity in either laws or regula-
tions by chasing around [ram state capital to state
capital and inevitably having to backtrack as a
result of variations in individual conferences.

More important, perhaps, than all other points,
is this one: The Commission has available the best
tax minds in a growing majority of states. It also
has available as consultants a number of the best
tax authorities in the country outside of govern-
ment. | firmly believe there is not the slightest
reason why this orgamzation cannol create for
iself & stature and reputation that in ity special
field could compare with an arganiration such as
the Brookings Institution.

The abilities that the Commission will com-
mand will be an invaluable supplement to the
skills and knowledge of each of the states, par-
ucularly those with iimited research personnel and
facilities. This will provide a major foice for im-
proved state tax administration across the nation at
4 very nominal cost to each state. This alone con-
stitutes a most valuable comribution 1o good
government, and unquestionably 1o states and
taxpavers alike.

''am not suggesting that the MTC, wilfully or



otherwise, become a 4th level of government, or
that it should or might take away some degree of
state sovereignty. The Compact is not written that
way; and you have taken administrative actions
which have provided further protection.

Alltoo many state tax administrators do not take
a large view of their leadership assignment. Too
many simply tend the machinery of their own
assigned task. They may do their job very well
indeed, but they are not pursuing a vision of what
is needed and of what can be accomplished.

Measuring the dimensions of the governmental
predicament which confronts the people of this
country requires that we face up to a basic
development of recent years. We are dealing with
a reallocation of governmental power that is
quickening and will soon change the entire
character of our Constitutional structure.

A generation ago, during the height of the New
Deal, a group of farsighted individuals realized
that, if the states were to remain strong partnersin
the federal system despite the great growth of
federal activity, they would have to learn to
cogperate among themselves. Out of their efforts
came a number of institutions for interstate
collabaration, generally grouped around the
Council of State Governments and a number of
associations of state officials.

Like its precursor, federalism-without-Washing-
ton also involves equality. Every state is equally
represented in those activities in which it is a

partrer and shares equally in policy-making for
the entire partnership. In an age that seeks to
increase democratic participation to minimize
coercion in human affairs, such expressions of
the federal principle are fully consonant with
the most current political ideas.

At the same time it is precisely this volun-
tarism and equality-among-states that make fed-
eralism-without-Washington so fraught with dif-
ficulties. True voluntarism requires that agree-
ment must be obtained among all partners if the
partnership as a whole is to act,

The attempt to get all ar any number close to 50
states to agree on commen policy is bound to be a
difficut one without outside pressure. | have
suggested that you might utilize a regional ap-
proach, at first, within the MTC organization and
administration. Regional scope does tend to ease
attempts toward interstate collaboration. Various
programs of interstate sharing provide poten-
tial for cooperation without pressure from
washington, D.C.: the sharing of facilities, the
sharing of personnel, the sharing of administra-
tion, the development of commeon laws or stan-
dards, the development of common policies.
Elements of each are to be found within the
framework of the MTC,

There is nao reason why the use of federalism-
without-Washington is not fully as appropriate
for developing common nationwide standards as
is the use of the power of Washingtan.

Idaho audit supervisor Frank Medlin

State audit chiefs review MTC audit manual, From top.
George Weber. Oregon; Horace Gailey, Utah;
Ted Middle, Colorado; and Paul Erskine, California.
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Conclusion

We have read much in recent years of the rapid-
ity with which our economy and our sociely are
changing. We need the capacity 1o recognize gur
problems, to understand their shifting character-
istics, to be ready to discovernew solutions, and to
put them into effect.

We must consciously give up the “short term”
answers, or recognize them as such, and seek
through broader knowledge the long range pro-
grams essential to match the needs of the hour.

The continuing vitality of state and local gov-
ernment affords the most solid evidence that our
federal system is still an asset and not a liability.
It requires tolerance of diversity and is not easy ta
operate. But it does permit a broad degree of flex|-
bility which makes it adaptable to crises. Here is
where we come in!

Tax administrators are an integral pan of the
leadership of state government, of a vital portion
aof our system of federalism. We dare not be
satisfied with merely minding the store, tending
the machinery of our depariment. We must not
cantribute to the public inertia that is prevalent in
history.

£ach of us has a primary responsibility to hisown
s1ate, but no one of us can aftord to be narrow in
his vision of this obligation.

Inequitable or inadequate tax policies in a few
states can cause loss of public confidence in all
state governments. Modern communication facil-
ities will see to that,

tach of us must understand and be concerned
about the economic impact of our state tax
policies within and without the state. Our econ-
omy has become regional and national, and each
state government must accept responsibility for
the impact of its decisions beyond its borders.

Finally, we must resist the avert pressures to
subordinate states 19 & position of agencies of the
federal government, and we must realize that no
state can stand against this pressure alone,

With the Constitutional challenge removed, the
MTC now stands as a viable and flexible vehicle of
state government, <apable of developing solu-
tons for each of these significant problems, tris
a reality, a fact; and, with your determination and
commitment, it can develop as both a protection
for and an advancement of the position of the
states in the federal system.

MTC AUDIT PRODUCTION

COSTS SHOWN AS PORTION OF RETURN
Fiscal
7273 T Production $2,513,865
' Cost 146,138
- ost Production/Cost
14 T Production $1,082,531 Ratio
Cost $ 158,312 1972/73: 17/1
- T . 1973/74: 71
7475 Production $2,304,663 1974/75  16/1
Cost $ 141,547 1975/76:  10/1
. , 1976/77: 271
75/6 Production $2,508,643 1977/78. 2471
Cost § 251,536
76/7 Production $9,981,511% —[
Cost $ 375,626
7,8 Production $10,546,361
Cost § 438,240
2 3 4 5 [ 7 8 9 10 11
Dallars in millions
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Department of Revenue, Colorado
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Gerald N. Goldberg
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Director
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Roy Nickson
Treasurer

Executive Director
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Commissioners, State Tax Commission,
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Chairman

Byron L. Dorgan
Tax Commissioner, Narth Dakota
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Multistate Tax Commission

Representatives of Party States of the
Muiltistate Tax Compact

Alaska

Member

Tom Williams
Commissioner of Revenue
Department of Revenue
Pouch &

Juneau, Alaska 99811
{907} 465-2302

Alternate

joseph T. Donzhue
Deputy Commissioner
Department of Revenue
Pouch §

Juneau, Alaska 99811
(007) 465-2302

Arkansas

Member

Dr. R.L Qualls

Director, Arkansas Department of
Finance and Administration

P.O. Box 3278

Little Rock, Arkansas 72203

{501} 371-2242

Alternate

F. Nolan Humphrey

Administrator

Office of Tax Administration

Arkansas Department of
Finance and Administration

7.0, Box 1272

Little Rock, Arkansas 72203

i501) 371-1626

California

Member

William Bennett*

Chairman

California State Board of
Equalization

P.O. Box 1799

Sacramento, California 93808

(916) 445-3956

Alternate

Douglas D. Bell

Executive Secretary

Board of Equalization

P.O. Box 1799

Sacramento, California 95808
(916) 445-3956

Member

Kenneth Cory*

State Controller

Chairman, Franchise Tax Board
P.O. Box 1468

Sacramento, California 95807
{916} 445-2636

Alternate

Martin Huff

Executive Offices

Franchise Tax Board

1001 G Street, Suite 302
Sacramento, California 95814
(916} 445-0408

Colorado

Member

Alan N, Charnes

Executive Director

Colorade Department of
Revenue

1375 Sherman Street

Denver, Colorado 80261

(303) 839-3091

Alternate

Frank Beckwith

Chief of Taxation

Colorado Department of
Revenue

1375 Sherman Street

Denver, Colorado 80261

(303) 839-3048

*Chairman of the Board of Equitization
represents Calitarnia in MTC fiscal years
beginning in odd-numbered catendar years,
and the Chairman of the Franchise Tax Board
represents Californts in MTC fiscat ye ars be-
gnning in even-numbered calendar years.

Hawaii

Member

Gearge Freitas

Director of Taxation

Hawaii Department of Taxation
P.O. Box 259

Honolulu, Hawaii 96809

(808) 548-7650

Alternate

Stanley Suyat

Deputy Director
Department of Taxatian
P.O. Box 259

Honolulu, Hawaii 96809
(808) 548-7562

Idaho

Member

Jenkin L. Palmer

Commissioner

Department of Revenue and
Taxation

Idaho State Tax Commission

P.G. Bux 36

Boise, ldaho 83722

(208) 384-3147

Alternate

Lasry G. Looney

Commussioner

Nepartment of Revenue and
Taxation

Idaho State Tax Commission

P.O. Box 36

Boise, Idaho 83707

{208) 384-3149

Kansas

Member

Michael Lennen

Secretary of Revenue

Kansas Department of Revenue
State Office Building

Topeka, Kansas 66625

(913) 296-3041
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Michigan

Member

Loren Monroe

State ireasurer
Department of Treasury
Treasury Building
Lansing, Michigan 48922
(577) 373-3223

Alrernate

Sydney Goodman
Commissioner of Revenue
Department of Treasury
Revenue Division
Treasury Building

Lansing, Michigan 48922
(517) 373-3191

Missouri

Member

Gerald N. Goldberg

Director of Revenue
Department of Revenue

P.O. Box 3l

fefferson City, Missouri 65101
{314} 751-4450

Alternate

. Terrell Eckert

Division of Taxation & Collection
Department of Revenue

P.O. Box 629

jeiferson City, Missouri 65101
{314) 751-3608

Montana

Member

Mary L. Craig

Director of Revenue

Montana Department of Revenue
Mitchel] Building

Helena, Montana 59601

(406} 449-2460

Alternate

Laury Lewis

Deputy Director of Revenue
Montana Department of Revenue
Mitchell Building

Helena, Montana 59601

{406) 449-2460

Nebraska

Member

Fred Herrington

State Tax Commissioner
P.O. Box 94818

Lincoln, Nebraska 68509
{402) 471-2971

Alternate

lohn L, Decker
Administrator

Tax Policy Division
Depariment of Revenue
P.Q, Box 94818

Lincoln, Nebraska 68509
{402) 471-2971

Nevada

Member
Roy E. Nickson

-Executive Director

Department of Taxation

1100 E. Williams, Capital Plaza
Building

Carson City, Nevada 89710

Alternate

Jeanne B. Hannalin
Deputy Director
Department of Taxation
Capital Plaza Building

1100 E. williams

Carson City, Nevada 89710
(702) 8B5-4820

New Mexico

Member

Fred Muniz

Commissioner of Revenue

MNew Mexico Bureau of Revenue
Santa Fe, New Mexico 87501
(505) 827-3221

Alternate

Art Snead

Revenue Division Director

New Mexica Bureau of Revenue
P.Q. Box 630

Santa Fe, New Mexico 87503
{505} 827-3221 x3D0

North Dakota

Member
Byron L. Dorgan*
Tax Commissioner

North Dakota State Tax Department

Bismarck, North Dakota 58505
(701) 224-2770

Alternate
Robert R. Kessel

North Dakota State Tax Department

State Capitol
Bismarck, North Dakota 58505
(701) 224-3450

Oregon

Member

Robyn Godwin

Director

Department of Revenue
204 State Office Building
Salem, Oregon 97310
{503} 378-3363

Alternate

Theodore W. de Looze
Chief Tax Counsel

Tax Division
Department of Justice
State Office Building
Salem, Oregon 97310
{503) 378-4497

South Dakota

Member

Steven §. Zelimer

Secretary of Revenue
Capitol Lake Plaza

Pierre, South Dakota 57501
(605) 773-3311

Alternate

Orville Dixon

Audit Director

Department of Revenue
Capitol Lake Plaza Building
Pierre, South Dakota 57561
(605) 773-3311

* MTC Chairman, July 1, 1972-June 30, 1974
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Texas

Member

Bob Bullock

Comptroller of Public Accounts
LBJ State Office Building
Austin, Texas 78711

(512} 475-6001

Alternate

Wade Anderson
Assistant Comptroller
Legal Services

Office of Comptroller
Austin, Texas 78713
(512) 475-1906

Utah

Member

David Duncan

Chairman

Utah State Tax Commission
202 State Office Building
Salt Lake City, Utah 84114
(801) 533-5831

Alternate

Douglas F. Sonntag

Utah State Tax Commission
201 State Office Building
Sa't Lake City, Utah 84134
{807) 533-5831

Washington

Member

Chatles Hodde

Director

Washington Department of
Revenue

415 General Administration
Building

Olympia, Washington 98504

{206) 753-5512

Alternate

Ed Trveden

Assistant Director

Department of Revenue

415 General Administration
Building

Olympia, Washington 98504

(206} 753-3504
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Tax Administrators
Associate Member States

The Commission has made provision for 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
legislative enaciment, made effective adoption of the Compact
dependent upon a subsequent condition or have, through their
Governor or through a statutorily established State agency,
requested associate membership,

{b} Represemtatives of such associate members shall not be
entitled to vote or to hold a Commission office, but shall otherwise
have all the rights of Commission members.

Assaciate membership is extended especially for states that wish to
assist or participate in the discussions and activities of the Commission,
even though they have not yet enacted the Compact. This serves two
impartant purposes: {1} it permits and encourages states that feel they
lack knowledge about the Commission to hecome familiar with it
through meeting with the members, and (211t gives the Commission an
opportunity to seek the active participation and additional influence of
staies which are eager to assist in a joint effort in the field of taxation
while they consider or work for enaciment of the Compact to become
full members.

Alabama Georgia
Ralph P. Eagerton, J1. W.E, Strickland
Commissioner Commissioner
Department of Revenue Department of Revenue
Montgomery, Alabama 36130 410 Trinity-Washington Building
(205) 832-578Q Atlanta, Georgia 30334
(404) 656-4016
Arizona Louisiana
Nead G, Trasente Shirley McNamara
Director Secretary
Department of Revenue Department of Revenue
Capitol Building, West Wing and Taxation
Phoenix, Arizona 85007 State of Louisiana
{602) 255-3393 P.Q. Box 201
Baton Rouge, Louisiana 70821
(504) 342-608%



Maryland

Louls L. Goldstein
Comptroller of the Treasury
State Treasury Building

P.O. Box 466

Annapolis, Maryland 21404
{301) 269-3801

Massachusetts

L. Joyce Hampers
Commissioner
Department of

Revenue
100 Cambridge Street
Boston, Massachusetts 02202
(617} 727-4201

Minnesota

Clyde E. Allen, )r.
Commissioner of the Revenue
Department of Revenue
Centennial Office Building

5t. Paul, Minnesota 55145
(612) 296-3401

New Jersey

Sidney Glaser

Director

Division of Taxation
Department of Treasury
West State & Willow Streets
Trenton, New Jersey 0B625
(609) 292-5185

Ohio

Fdgar L. Lindley

Tax Commissioner
Department of Taxation
P.O. Box 530
Columbus, Ohio 43216
(614) 466-2166

Pennsylvania

Howard A. Cohen

Secretary of Revenue
Department of Revenue

207 Finance Building
Harrisburg, Pennsylvania 17127
(717} 783-3680

Tennessee

John K. King

Commissioner

Department of Revenue

Andrew jackson State Office
Building

Nashville, Tennessee 37242

(615) 741-2461

West Virginia

David C. Hardesty, jr.

State Tax Commissioner

State Tax Department
Charleston, West Virginia 25305
(304} 348-2501

Tax
Administrators
Non-member
States

Connecticut

Oreste Dubno
Commissioner

Tax Department

92 Farmington Avenue
Hartfard, Connecticut 06115
{203) 566-7120

Delaware

John L. Sullivan

Director of Revenue
Department of Finance
Wilmington State Office Bldg.
9th & French Streets
Wilmington, Delaware 19899
{302) 571-3315

District of Columbia

Kenneth Back

Director of Finance & Revenue
District of Columbia

Room 4136 Municipal Center
300 indiana Avenue, N.W.
Washingion, D.C. 20001

(202) 727-6020

Florida

Randy Miller

txecutive Director

Florida Department of Revenue
102 Carlton Building
Tallahassee, Florida 32304

1904) 488-5050
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Winois

James Zage!

Director

illinois Department of Revenue
P.O. 8ox 3681

Springfield, lilinois 62708

{217) 782-6330

Indiana
Donald H. Clark*

Commissioner of Revenue
Indiana Department of Revenue
202 State Office Building
Indianapalis, Indiana 46204
1317) 613 6842

lowa

Gerald D. Bair

Director

iowa Department of Revenue
Lucas State Office Building
Des Moines, lowa 50319
(515} 281-3204

Kentucky

Maurice P, Carpenter
Commissioner
Department of Revenue
State Office Building
Frankfort, Kentucky 5040%
(502) 564-3226

Maine

Raymond L. Halperin
State Tax Assessor
Bureau of Taxation
Stare Office Building
Augusta, Maine 043133
{207) 289-2076

Mississippi

Chartles R. Brady

Chairman

Tax Commission

Woolfoik Stare Office Building
Jackson, Mississippi 39205
{607) 3546253

24

New Hampshire

Lloyd M. Price

Commissioner

Department of Revenue
Administratian

19 Pillsbury Street

Concord, New Hampshire 03301

1603) 271-21191

New York

fames H. Tully, )r.

Commissioner

New Yark State Department of
Taxation and Finance

Albany, New York 12227

(518) 457-2244

North Carolina

Mark Lynch

Secretary of Revenue
Department of Revenue

P.O. Box 25000

Raleigh, North Carolina 27640
(919} 733-7211

Oklahoma

James E. Walker

Chairman

State Tax Commission

The M.C. Connars Building

2501 N. Lincoln

Oklahoma City, Oklahoma 73194
(405) 521-3115

Rhode Island

John H. Norberg

Tax Administratar

Division of Taxation
Department of Administration
289 Promenade Street
Providence, Rhode Istand 02908
1401} 277-3050

South Carolina

Robert C. Wasson

Chatrman

Tax Commission

Box 125

Columbia, South Carolina 29214
(803) 758-2691

Vermont

Harriet King

Commissioner of Taxes
Department of Taxes
Pavilion Office Building
Montpelier, Vermont 05602
(802) 828-2505

Virginia

William H. Forst

State Tax Commissioner
Commonwealth of Virginia
Department of Taxation
Richmond, Virginia 23215
804) 786-3968

Wisconsin

Mark 5. Musolf

Secretary of Revenue
Department of Revenue
207 E. Washington Ave.
tMadison, Witronsin 53702
{608) 266-1611

Wyoming

Rudolph Anselmi

Chairman

Wyoming Tax Commission and
Board of Equalization

2200 Carey Avenue

Cheyenne, Wyoming 82001

{307) 777-7307

* MTC Chairman, July 1, 1973-lune 30, 1975




Multistate Tax Commission

Staff Members

Executive Director

fugene F. Corrigan became the Commis-
sion’s first staff member in 1969, after re-
signing his position as chief counsel of the
Illingis Department of Revenue's Chicago
office. His prior experience included three
years as a Sears, Roebuck tax attorney and
ten years with the lllinois Department of
Revenue. During the mid-sixties, he was also
a partner in the Chicago law firm of
Stradford, Lafontant, Fisher & Corrigan. He is
a graduate of Princeton University and of
John Marshall Law School of Chicago. He
offices at the Commission’s headquarters in
Boulder, Colorado.

Deputy Executive Director

Jonathan Rowe has been working on tax
policy issues for seven years. A native of
Massachusetts, he ts a graduate of Harvard
College and of the University of Pennsyl-

vania Law School. In 1971, he joined the Pub-
lic Citizen Tax Reform Research Group. He
continued there until 1976, when he became
a revenue and budget advisor to Marion
Barry, now Mayor of the District of Colum-
bia. He joined the MTC in 1977. As Deputy
Executive Director, he presents Commission
positions to and maintains liaison with gov-
ernment officials, the press, interested or-
ganizations and the various states. He is the
joint authar of Tax Politics, an analysis of the
nation’s tax system; and is author and editor
of other tax-related articles and publications.

Chief Counsel

william D. Dexter has been an active bar-
rister in state revenue matters since 1949,
when he became an assistant attorney gen-
eral in Michigan’s Treasury Department. He
won many impertant cases there, including
the Armco and Cleveland Cliffs cases, and
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rose to Chief Attorney for Tax Matters.
During those years, his wife studied medi-
cine and, after 17 years in general practice,
became a psychiatrist. In 1971, they movedto
Olympia, Washington, where she started her
psychiatric practice and where he became an
assistant attorney general for tax matters
assigned to the Department of Revenue. in
1975 he joined the Multistate Tax Commis-
sion, As Chief Counsel, his first assignment
was to expedite the then-languishing case of
.S, Steel, et al. v. Multistate Tax Commis-
sion, et al. He pursued that case to early
fruition in the U.5. Supreme Caurt. Mean-
while, he won the Hertz case in the Wash-
ington Supreme Court. He has participated
in innumerable other cases on behalf of the
Commission and states: {1) via briefs amic
curiae in the U.5. Supreme Court, and in the
Supreme Courts of Colorado, ldaho, lllinois,
Loutsiana, Michigan, Missouri, Oregon,
Washington, Arkansas, and New Hampshire;
{2) in oral arguments in all of these states
except Arkansas; and (3] in cases before
federal courts in ldaho, New York, Narth
Dakota, Washington, and the 6th, 8th and 9th
Circuit Courts of Appeal. He has been of
counsel to numerous state legal staffs in
regard to a variety of state and local tax mat-
ters. His articles have appeared in the Van-
derbilt Law Review, The Urban Lawyer (an
American Bar Association publication}, Tax
Notes magazine, and in various other publi-
cations, He is 2 leading state government
barrister canducting litigation cn behalf of
uniformity in the application of state taxes to
interstate business. The Commission makes
his services available to the states in matters
which involve interstate tax disputes,

National Audit Manager

Storm Allman joined the Multistate Tax
Commission staff in mid-1978. He is a gradu-
ate of the University of Wisconsin (B.S))
and of the University of Southern California
fram which he earned another B.S. and two
M.B.A's {(with majorsin quantitative analysis,
finance and taxation). His background in-
cludes experience as a Senior Accountant
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{Gallenkamp Stores), Acquisitions Manager
{Whittaker Corporation), Materials Manager
(A Waher Kidde subsidiary), EDP Consultant
(Paramount Studios), Audit Manager {Alex-
ander Grant & Co.} and Corporate Con-
troller ($tandy Corporation). His assign-
ment is to apply advanced management
concepts and controls to maximize the
efficiency of the Commission’s audit
program.

Midwest Regional Audit Manager

Fred Cappetta has been with the Commis-
sion for seven years. His prior experience
included three years with the California
Board of fqualization and seventeen with
the California franchise Tax Board, all in
Chicago. Most of his career has been
devoted to resolving complicated tax issues
between California or the MTC and the top
management of very large taxpayers. Agrad-
uate of Roosevelt University, he has foryears
been a featured lecturer at the annual Tax
Executives Institute seminars at both Michi-
gan State University and Indiana University;
and he has been a freguent lecturer and in-
structor at workshaops and training programs
among the various states, In 1974 he made
the tirst state income tax presentation ever
delivered as a part of New Yark University’s
annual Institute on Federal Taxation.

Eastern Regional Audit Manager

Morton Kotkin was appointed Eastern Re-
gional Manager effective November 14,
1978. Prior to this appointment, he served
with the Commission as a Senior Auditor far
four years. Before joining the MTC in 1974,
he had been an auditor and field audit super-
visor with the New York office of the Cali-
fornia State Board of Equalication for 12
years, performing and supervising szles, use,
property and cigarette tax audits of Cali-
fornia's largest out-of-state taxpayers. A
native of Brooklyn, New York, he graduaied
from New York University in 1961 with a
Bachelor of Science Degree in Accounting.



Appendix A

APPORTIONMENT OF 1978-79 BUDGET

# For fiscal year ending June 30, 1975
* 10% in equal shares; 90% on the basis of tax revenues

1974-75 *Appor- *Appor-
#Revenues tioned tioned Total Share
under % to Share of Share of of 1978-79

State Compact Total 10% 20% Budget
Alaska $ 115,423,200 6810 $1,305.26 $1,519.99 % 2,825.25
Arkansas 391,660,885 2.3108 1,305.26 5,157.71 6,462.97
California 7,190,203,000 424230 1,305.26 94,688.14 95,993.40
Colorado 562,259,995 313174 1,305.26 7,404.44 8,709.70
Hawaii 440,741,865 2.5969 1,305.26 5,796.28 7,101.54
Idaho 224,582,934 1.3251 1,305.26 2,957.62 4,262.88
Kansas 516,786,161 3.0491 1,305.26 6,805.59 8,110.85
Michigan 2,359,747,563 13,9228 1,305.26 31,075.69 32,380.95
Missouri 784,333,283 46277 1,305.27 10,329.03 11,634.30
Montana 110,701,206 .6531 1,305.27 1,457.72 2,762.99
Nebraska 247,501,000 1.4603 1,305.27 3,259.39 4,564.66
Nevada 100,543,827 5932 1,305.27 1,324.02 2,629.29
New Mexico 329,996,000 1.9471 1,305.27 4,345.93 5,651.20
North Dakota 162,503,754 9588 1,305.27 2,140.04 3,445.31
Oregon 529,652,000 3.1250 1,305.26 6,975.00 8,280.26
South Dakota 77,116,673 .4550 1,305.26 1,015.55 2,320.81
Texas 1,629,203,866 9.6125 1,305.26 21,455.10 22,760.36
Utah 318,965,184 1.8819 1,305.26 4,200.40 5,505.66
Washington 857,499,000 5.0593 1,305.26 11,292.36 12,597.62
$16,948,821,390 100.0000 $24,800.00 $223,200.00 $248,000.00
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PROGRESS IN UNIFORMITY THRQUGH ADOPTION OF
THE

UNIFORM DIVISION OF INCOME FOR TAX PURPOSES ACT

AMONG THE STATES

Alabama (1) Indiana (2) New Mexico
Alaska Kansas Nonh Carolina
Atkansas Kentucky Notth Dakota
California Maine Oklahema (7)
Colorada (2} Massachusetts (4)(5) Oregon
District of Columbia Michigan Pennsylvania
Flornda (4) Missouri (2) South Carolina
Hawaii (2) Montana (2) Tennessee
Idaho Nebraska (1) Utah (2)
Illinois New Hampshire {6) Virginia

Georgia is sometimes considered to be a UDITPA state; but its payroll and sales

factors are substantially different.

Wesl Virginia has adopted UDITPA but eliminated the sales factor.
NOTES:

h

4)

Alabama’s corporate income tax statute is vague on how the state is to deter-
mine what portion of acerporation’s income is to be attributed to the state for
tax purposes. On September 6, 1967, the Alabama Legislature enacted the
Multistate Tax Campact, which includes UDITPA, subject to congressional
enactment of a Multistate Tax Compact Bill. On September 12, 1967, the
Alahama Department of Revenue promulgated regulations which adopt the
UDITPA provisions as the basis on which to determine the amount of a cor-
poratian’s income which is attributable to a state

This state adopted UDITPA by enacting the Multistate Tax Compact.
Florida enacted the Multistate Tax Compact in 1969. When it enacted its cor-
porate income tax in 197], it deleted UDITPA from its statutes. Yet its cor-
porate income tax statute is substantially in accord with UDITPA

Both Flonda and Massachusetts now double-weight the sales factor in the
formula. Thus the weights of the factors are: sales 509, property 254, and
payroll 255 This canstitutes a serious divergence [rom the uniform laws
which jeopardizes uniformity.

Massachusetts is included as a UDITPA state because it closely follows the
UDITPA apportionment formula. Massachusetts adapted the 3-factor
formuia in 1920 and UDITPA cadihied that formula. Hawever, rather than
source, UDITPA adopied destination for sales, subject to the condition that
the seller be subject to the jurisdiction of the destination state. In 1946, Massa-
chusetts changed to destination basis, but subject to the current modification
thit no-nexus sales are Massachusents sales if they are not sold by third state
based salesmen. binhke GDITPA, all income, including intangible income, is
put into the Massachusetts tax base with the sole exclusion of dividends
received from corporations, but not trusts or DISCS, in which the recetving
corparation owns more than 157 of the voting stock.

New Hampshire s included here as a UDITPA state even though its property
factor o somewhat differem

Although Oklahoma has not techiically adopied L DITPAL its law appears
to be sufficiently close to enable Oklahoma to be considered a UDITP A state.



Appendix C

SALES AND USE TAX JURISDICTION
LIMITATION STATEMENT

The Tollowing is the Sales and Use Tax furisdiction Limitaton Statement
with wihich all states, to the best of our knowledge, comply:

SALES AND USE TAaX JURISDICTION STANDARD

A vendor is required to pay or collect and remit the wx imposed by this Act if
within this state he directly or by any agent or other representatives:

1. Has or utilizes an oftice, distnbution house. safes house, warehouse, service
cnterprise or other plice of business; or

2 Mantains u stock of goods; or
3. Regularly solicits orders whether or not such orders are accepted in this
state, unless the activity n this state consists sakely of advertising or of

solicitation by direct mail; or

4. Regularly engages in the debivery of property in this stale other than by
comaion carrer or U S, mal: or

5. Regulasly engages mwmoany activity i connection with the leasing or servicing
of property located within this state,

This state does net seek to impose use tay collection requirements on any retaiker
over whom the above standard does not conter jurisdiction in this state.
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Appendix D

UNIFORM SALES & USE TAX CERTIFICATE FORM

SALES AND USE TAX CERVIFICATH
e reverse v for ratictions MULLTLEJURISDICTION

[ X L =T —— o~

— —
Vearuly mar  Mamaof o Topdnt W v nngaged a3 ¢ regraleced
T} #hatesater
Siiml ABOTNHE O P G O Rerailer
H U Manufacturer

5'&_-'—'7 - (J Lessor, ‘See ncteon:
— S I and

T Cther thpecidy!
n registeied with the Below inted 1iates and crties wathin whith your firn would detiver purchases 10 us and thy® any SUch ourchaaes acd Tor
whalesaid cewl®, Ing@dents 0r COMpONEsT GF o At WOJuC! 10 De rdiel, leaiad Qv fertad o 1he G MALCOUTEE 0F BuI Dusinets We e in the
Tuuimen of sehslesalhing, (eI Mdnutaciuing leaiog frant ngl the following

A

Ly t - Trmm ——l

e

[ e ]

lEW’. TR T T T T T M Ammiean g N ‘_‘_Eﬁa. Tiatv

T T s Bapranan oW _#C Fvorfian
l

4 buorther certdy that of oy proDeny o putchaed Tan free s used or consumed by the firrm a5 Lo Make 1T SUBJRCE [0 3 Sales or Uae Toa we will
pay the 1ax due direct to (he praper taxing authorily when sta'e law i pravider o rdar the saller for added tax kulhing Tho certdeaw shatt
beoart ' eauh sider whiCh wemdy hereafies goet 10 ¥Ou unl B Other aise Lpecied and shall be +alid unUil carceled By uy ' writing or revoked

by The ciry 0F 3raTE

=
Under oaaltes of D8 iy | Twaal o alfirm iRge Foe Alatmution gr s 10T 1 1€ 210 COHECT 1 [0 bvBry mbters! matrer

| TALinored Swgneiee (Gwnar Fetn b T —-——A—T“‘_‘_j

,,,,, —— e —

DE.AN OF B/ 20ut) 10 DF FuErama T

r WRraean Guoe
TO JUR CUSTOMERS

In prder to comply woth the Maefiny, ol state ind local sales 1au law #3utements -1 ¢ necelsary that we hase .n Our files 3 propesy
executed mrmpt on certihcdle tram all 0F Jur Custamer wha daim aes 1ax evamcian [ we do At e thegant fLate et are oDhgaled 1o
Cal'tal the ta Yo e aEIE 0 wingh Mo DIODE!Ty < Selreeted

11 you are ¢9litled to 1dles tad ewemptun. please complete the cirphicate gnd wead = 10 us sl yow b,
1ax ke bor 3 readan tor whion th tonn doep (0T oo .Oe, please s8nd Us your sDetial cerl-lcate ar staterrer:t
Thus farm of cernfizate has been determinea ra be aczeptable ta he fatlawng itates

nt convere

1 puu b

AanaTa Mynp Ayt wars
Massai rasans weulr Caruine
Marpard
Minnesals
M-§50ue “nan

Teabgr ot Colu Mtea Nesraned wermo

Ger e .l W asmngh

At “ew Mescn Virseansn

il res Nivm Dawizla Wast Venes

B [ g

Kamsas sy s

ROTE: Asirana [aw provides that & sal s wiil DE el habie for 5ales tax Jue Gn ary s2es with *Es0ect 10 which an exemonian cerificite

15 taund t0 be vahd. tor whatever reman

lil-nas, 1owa, and Sauth Qakoty 42 Aot hpve an sneTptiar o (afes of D'Ogerty 1or 3 RWgUInT legse o fena

CAUTION 1 sdee tar 1ne cernd £a1e 10 e accepted 7 good "ait™ by (Re selter the celle: Must ruerci care “hat the praperey being wold i
TO of 4 Tioe rormaliy coid whoteiale, resald, Iessed. wated ar JThred #5 a0 -ngredient Or COMHoMNT patt ot & product manufe
SELLER fured by (e Buyer oo The dsual coutse 0F Pis Botedss A stles Lping 10 exerpite dub Care COuld e beld Labie fgr the yales tpa
due N some slatks or Citusy
Mojuse of Thig ot [ dle Sy The W'lEr le4sor Quyar lesser. 3r the (Orew1tanye thertol miy 32 pun shabie by 1.re. imonsonment
OF 1tas @t VIGRT 1O faWE CenhlICates 10 3 e Jtates §1 Colied

—J

30



Appendix E

Report of
Certified
Public Accountants
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HODE,

EASTPARK OFFICE CENTER Ronald H. Rhode, CPA

CRIPTER 1690 THIRTY-EIGHTH STREET Larey L. Scriprer, CPA
& BOULDER, COLORADD  KO30) Michael D. Westherwax, CPA
SSOCLATES (303) 4440471 A W. Schone, CPA, Retired

CERTIFIED PUBLIC ACCOUNTANTS

Multistate Tax Commission
Bpuldex, Colecrado

We have examined the balance shesr of Multistate Tax Commission at June 30,
1978 and the related statements of changes in fund balance, revenue, arnd
incurred expense and changes in financial positicn feor the year then ended.
Our examination was made in accordance with generally accepted auditing
standards and, accordingly, included such tests of the accounting records
aml such other auditing procedures as we considered necegsary in the eircum-
stances.

In our opinion, the financial statements referrcd to above present fairly the
financial position of !Multistate Tax Cornission at June 30, 1978 and the re-
sults of its operations, changes ia fund balance, and changes in finaacial
position for the wyear then ended in confornity with generally accepted accuunt-
iny principles appli¢d on a basis consistent with that of the preceding year,
61£;d%/J;oa§¢,{fla %V/ﬁlgbz1pc49,214/

Riode, Scripter & Associates

Cortified Public Accountants

July 24, 1978




Exhibit A
MULTISTATE TAX COMMISSION

BALANCE SHEET
June 30, 1978

ASSETS
CURRENT ASSETS
Cash $ 34,423
Certificates of deposit 130,000
Insurance refund receivable 1,496
Assessments and audit reimbursements receivable 50,660
Prepaid insurance 916
TOTAL CURRENT ASSETS v v errieeturitommritarcrcansacasianasnroennn 217,515
PROPERTY AND EQUIPMENT
Office furniture and equipment § 32,527
Less accumulated depreciation 18,791 $ 13,731
Leasehold improvements 1,885
Less accumulated amorcization 1,013 372
TOTAL PROPERTY AND EQUIPMENT .. cuer v ercoarroonriocnnsreanssen 14,603
OTHER ASSETS
Expense account advances 4,500
Deposits = 1,621
Prepaid and unamortized past
service pension costs 9,119
TOTAL OTHER ASSETS +vveivnnr it innanerimararatancmscnonennnnn 15,240
TOTAL ASSETS . .iivririnrinnan S e a et ae et PR $247.358

LIABILITTES AND FUXD BALANCF

CURRENT LIABILITIES

Accounts payable $ 10,857
Payroll taxes payable 9,280
Aecrued retirement provision 4,149
Assessments and audit reimbursements collected in advance 64,393
TOTAL LIABILITIES +vvvenooeetasasmensvm e easanmeaeeeennn 88,679
FUND BALANCE-~Exhibit B
Reserve for employres' retirement 5 -
Unappropriated fund balance 158,679
TOTAL FUND BALANCT .. it ot it ittt et i aaacinnaaaannn 158,679
TOTAL LIABILITIES AND FUND DALANCE ... et iean, 247,398

See accompanying nntes to financial statrments.
pany 1y
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MULTISTATE TAX COXMISSION

STATEHMENT OF REVENUE AND INCURRED EXVENSE

¥Yor the year ended June 30, 1978

REVENUE
Assessments
Interest
Other revenue

$618,850
12,149

3,000

TOTAL BEVENUE 4t vvnsermvonerccmame e eeteaaas e staaneraass . £33,999
INCURRED EXPENSE
salaries $405.651
Insurance--employees 25,381
Penston plan and retirement provisgion 63,241
Travel--staff 75,450
Travel--other 5,710
Tasuranse--gengral 1,143
Fent 36,051
Office supplies 3,897
¥Yoscage 4,063
Printing 17,578
Teleplhione 20, 7
Publicatlons 3,522
Conferences, committee meetings and heariags 1,506
Accounting 4,676
Legal and actuuary fees 31,084
Depreciacion and amertization 3,609
Miscellaneous expense _ 1,73
TOTAL INCURRED EXPLNSE ..... b e et e e et et i . 711,004
EXCESS OF TNCURARED EXPENSH OVER REVENUE .. ..o ioaa. o e iii"'005)
{ULTISTATE TAX COMMISSION
STATEMENT DF_CHANGES 3W_ FIiD BALANCE
For the year ended June 30, 1978
Reserve for Unappropriated Total
Employees” Fund Fund
Retirement Balaace Balance
. BALANCE--June 30, 1977 $ 15,877 $ 215,807  $235,684
Funds transfer (15,877 15,877 ———
Exceus of incurred expense
over revenue--Exhibit C o _(T?,OOS) {77,003
BALAKCE-—June 30, 1978 .............. S o . % 158,479 $158,679
Sero acoompanying noten o Dineegiad natermt e
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Exhibit D
MULTISTATE TAX COMMISSION

STATEMENT OF CHANGES IN FINANCIAL POSITION
For the yeac ended June 130, 1978

SQURCES OF WORKING CAPITAL
From Operatiouns:
Excess of revenue over Incurred expenses--Exhibit £ $(17,005)
Add charges to cperations not requiring the use of
working capital:
Depreciation and amortization 3,609
Pension plan past service costs paid in

prior years and expensed currently 1,409
Total Provided by Operations .........ccuvceunnnn e e (71,987)
TOTAL SOURCES OF WORKING CAPITAL ...... PO Prae e e §71,987)
HUSES OF WORKING CAPITAL
Purchase of office equipment and leasehold improvements 3,506
Expense account advances 600
TOTAL USES OF WORKING CAPITAL ,........- F i teats e m et ana ﬁllﬂﬁ
NET DECREASE IN WORKING CAPITAL ..... fas e e Ceeiiebecrrasaaaes {76,093)
Working Capital--June 30, 1977 204,929
VORKING CAPITAL--June 30, 1978 ............. R $128.836
CHANCES IN COMPONENTS OF WORKING CAPITAL--INCREASE {DECREASE)
Current Assets:
Cash $ 34,358
Certificates of deposit (20,000}
Insurance refund receivable 1,496
Assessments and audit reimbursements receivable (30,838)
Prepaid expense 936
Current Liabilities:
Operating account overdrafc 2,434
Accounts payable (2,943)
Payroll taxes payable (2,575)
Accrued retirement provision 5,394

Assessments and audit reimbursements collected in advance (64,393)

NET DECREASE IN WORKING CAPITAL ... c..uerrivmmnnranssnan . $(76,093)

See accompanying notes to financial statements.
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NOJE 2 -

MULTISTATE TAX COMMISSION

EOTFS TO FINANCIAL STATEMEXNTS
June 30, 1978

SUMMARY OF STICNIFICANT ACCOUNTING POLICIES

The Moltistate Tax Commission was organized in 1967. It was estab-—
lished under the Multistate Tax Compact which, by 1ts terms, became
effective August 4, 1967, The basic objective of the "Compact” and,
accordingly, the Commission is to provide selutions and additional
facilities for dealing with state taxing problems related to mulri-
state business.

The fellowing accounting policies, together with thase disclosed
elsevhere in the financial sraterments, represent the significant
accounting policics followed in presenting the accompanylng financial
statements,

{a) Mothod of Accounting

The Commission uses the accrual method ef accounting vhereby
asscssmeat revenue is recognized in the fiscal year of assess-
meas,  Contributions by states for specified purposes are recog-
nized as income during the year ol receipt. Other earned revenue
is recognized 25 it is eatned.  Expeusvs are receognized as they
are incurrcd.

(b) Property and Equipmeat

All property and equipment is reccrded at cost. Yepreclatien
is proviced for on the straight-line bnsis over the estimated
ugseful lives of the ass:ts. Amortization of leaseholéd improve-
ments is provided for on the straighet -line basis over the term
of the lease.

TRCIME TAXES

Iu tie opinion of legal counsel, the Commission is exempt from Federal
income fax as well s from other Federal taxes as an crpanizatlon of

a proup of States or as an instrumentality of those States. Therefore,
no pravision has heen made in the financial statements for Federal
income taxes.

PENSION PLAN

The Commissien has a defined benefit pension plan covering substan-
tially all of its employees. The total pensivn expense for the year
was §68,241, which ilncludes amortization of prior service costs over
10 years. The Cormisaion’s pelicy is to fund pension cost accrued.
The actuarially computed valur of vested beuelits as of June 30,
1978, is fully funded.



NOTE 4 ~

ommission also accrues 16.7% of

sonnel on leave of absence from Statetzzxiszszuigi:;tis of the per-
contributions to their respective plans, if Employmentesiand makes
mission 1s terminafed and the employee returns to Stat with the Com~
before the expiration of the leave of absence. The cui emPloyng?t

1 and corresponding expense attributable to Statefent year's
ce amounted to $2,344, which is included i:msézy:::a;n

The C

accrua
leave of absen
pension expense aforement ioned.

Actuarially determined normal pension pl
plan
June 30, 1979 are §57,338 based upon covere?;:jrg;i ;:eaz§:r3gndi3§
» 8.

COMMITMENTS

The Comnission rents its primary office faciliti
acilit i
and secondary office facilities in Neze;oiz B;¥lder,
Washington, D.C., andlwc’lshington State, under lease a' lincis,
terms explring on various dates through January 1 19§;eements with
leases provide for the following minimum sunual réntals.engeS:
clusive of

utility charges:

Colorada,

f}fﬁéﬂ;}fﬂﬁ_gﬂéﬁi Minimum Annual Rental
June 30, 1979
June 30, 1980 sig’zgi
June 30, 1981 7’523
June 30, 1982 fﬁ_;ﬁgg
6,157
$48,609

Rental expense including utilities for th ,
e f
1978 amounted to an aggregate of $35,051. iscal year ended Jume 30,
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