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The Multistate Tax Commission: 
An Introduction and Overview 

The Multistate Tax Commission is an 
organization of states created for the purpose 
o f  bringing some order to the state taxation 
of rnultistate businesses. Recognizing both 
the confusion to taxpayers and the dangers 
o f  federal preemption created by the then- 
current plethora o f  state laws and practices, 
the Multistate Tax Compact was developed 
in 1966 as a means by which to develop alter- 
native approaches. Activated i n  1967. the 
Commission has nineteen members, includ- 
ing  the District of Columbia: another ten 
states have been granted associate member- 
ship at their request. 

The purposes of the Commission are 
stated in the Compact: to facilitate proper 
determination o f  state and local tax liability 
o f  multistate taxpayers, l o  promote uni- 
formity or compatibi l i ty o f  tax systems, to 
facilitate taxpayer convenience and compli-  
ance, and to avoid duplicative taxation. The 
commission acts as a resource to those ends 
through research and publication, seminars, 
l it igation, and conduct o f  a joint audit 
program. and representation o f  member 
state interests i n  Washington, D.C. 

States join the Commission by enacting 
the Multistate Tax Compact, which incor- 
porates the Uniform Division o f  Income for 
Tax Purposes Act (UDITPA). This act provides 
ground rules for apportioning income o f  
multistate businesses to al l  states in which 
the taxpayer does business. A i l  business 
income is apportioned according t o  a for- 
mula which takes into account the imstate 
payroll, property, and sales of a corporation 
as fractions o f  its total payroll, property, and 
sales; these fractions are then averaged and 
the result is the percentage of a taxpayer's 
total income which is apportioned to that 
state for tax purposes. Non-business income 
(such as that from passive investments) is 
allocated to the state where the corporate 
domici le is located. This simple approach 
(though occasionally complex in application) 
was designed by the National Conference of 
Commissioners on  Uni form Stale Laws to 
ensure that there would be no  double taxa- 
t ion and no underlaxation of corporate 

income were al l  states t o  enact the  law. To 
avoid double sales taxation, the Compact 
also includes a uniform credit provision t o  
prevent a transaction from being taxed twice. 

When a state joins the Commission, the 
director of its tax agency becomes that state's 
representative o n  the Commission. The ful l  
Commission meets annually, normally in 
Ju lv  o f  each vear: between meetinas. the 
~ommission's'affairs are supervised-by an  
Executive Committee consisting of the 
officers o f  the Commission (Chairman. Vice- 
Chairman, and Treasurer), and four members 
elected by the  fu l l  Commission. Past 
Chairmen serve as ex o l f ic io members. The 
operations of the Commission are carried out 
by a staff headed by the Executive Director. 
  he administrative and legal staffs are 
located at the headquarters office i n  Boulder, 
Colorado; the Commission also maintains 
audit offices i n  Chicago. Houston, and 
New York City, and has a reoresentative i n  
Washington, DC. c om mission operations are 
funded by administrative dues (aooortioned 
according to tax revenues) and'audit  fees 
from the member states. 

The Jo in t  Aud i t  Program 
The Commission differs f rom other inter- 

state and tax organizations in that i t  serves 
as an operating arm o f  member states 
through the joint audit program. Member 
states oool their resources t o  select candi- 
dates for corporate income, sales and use. 
franchise and sross receiuts tax audits. The 
MTC audit stat carries o;t these audits just 
as though they were part of a state's own 
audit staff, forwarding their findings and 
recommendations to the member states for 
assessment and collection at the completion 
of the audit. A single MTC audit takes the 
place o f  separate and duplicative audits by 
member states. and provides obvious emno- 
mies o f  scale to thestates. At thesame time, 
i t  relieves the taxpayer of the burden of multi. 
ple audits. The MTC provides businesses with 
a forum through which t o  seek resolution o f  
inconsistencies in the state tax rules which 
become apparent during a joint audit. 
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Aside f rom its economies of scale and its 
financial benefits-in fiscal 1984-85 the 
member states received approximately 529 
i n  suggested tax assessmenis for each dollar 
invested i n  the program-the audit program 
serves the Commission's aoals i n  other wavs 

~ ~ - 
as well. States learn o f  any inconsistent 
report ing t o  different states by multistate 
taxpayers. In cases i n  which settlements of 
disputes are negotiated. the states' bargain- 
ing power is improved by joining together: 
by the same token, corporate taxpayers 
sometimes f ind i t  less burdensome to 
negotiate w i th  one representative than 
numerous individual state tax agencies. 
Finally, states gain a tool for determining 
how well the theoretical compatibility of their 
tax laws works on  a dayto-day basis 

The program IS a supplement to, and  not 
a replacement for. the audit activities o f  the 
member states. But  i t  can offer a significant 
addition for a smaller state, and provide 
useful support t o  a larger one. States main- 
tain control of the Droaram throuah selection 
of the audit candihatgs: they make the deci- 
sion whether or not  to participate i n  a aiven 
audit, and whether and how tb act upon the 
audit results. The Audit Committee and its 
oversight subcommittee, consisting of the 
audit and compliance directors o f  member 
state tax agencies, guide the program and 
ensure that i t  is responsive to member state 
needs. 

Leaal Assistance " 
The taxation of interstate businesses i s  a 

complex leaai specialty. and state assistant - .  
attorneys general, spread thin over many 
kinds o f  cases, face great difficulty keeping 
up  with the myriad o f  developments within 
their own states as well as keeping track of 
how other states may have confronted similar 
issues. The MTC maintains a staff of three 
lawyers whose ful l t ime specialty is the state 
taxation of multistate business activity. The 
legal staff provides information i n  response 
to state requests. does research on  multistate 
issues, acts as a legal resource for the audit 
program, and is generally available to assist 
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states i n  any way possible. MTC legal per- 
sonnel have been involved directly in  cases 
ranging f rom district courts to the U.S. 
Supreme Court, occasionally with the MTC 
as a lit igant, but more commonly w i th  the 
MTC as an amicus currae. Part o f  that 
assistance takes the form of seminars for 
both state officials and  the general tax 
community. MTC legal staff also frequently 
participate as speakers and discussants in  tax 
meetings nationally. 

Uniformity 
In order to relieve businesses of the pro. 

blems o f  compliance wi th f i f ty-one different 
tax laws, the Commission is charged i n  the 
Compact wi th the promot ion o f  uniformity 
or compatibi l i ty i n  tax laws. To achieve that 
end, the Commission has a Committee o n  
Uniformity which studies problems and 
recommends possible solutions. One ap- 
proach that the Commission has taken is to 
develop, through a formal hearing process. 
model uniform regulations for consideration 
and adoption by states. To date, the Commis. 
sion has adopted model regulations inter. 
pret ing the allocation and apport ionment 
sections o f  the UDITPA provisions of the 
Compact: i t  has also adopted regulations for 
specialized industries to which the standard 
three-factor formula does not  fairly apply. 
Regulations promulgated to date cover 
railroads, airlines, and contractors: the Com- 
mission has under study additional regula- 
tions covering sales tax recordkeeping 
requirements and trucking. In addition, the 
Commission has developed a uni form sales 
and use tax exemption certificate which is 
widely used. F inal ly  the Commission has 
promoted uni form agreements for the ex- 
change of information among the states 
relating to sales and use and income taxes. 

The pursuit of uniformity is important not  
only asa means o f  easing the burden of corn. 
pliance o n  both taxpayers and administra- 
tors. but  because i t  represents concrete 
evidence that the states. *orking together 
through the Commission, can develop solu- 
tions t o  these problems without federal 



preempt~on. I f  the Rderal  Government were 
t o  begin to restrict the ability of the states 
to administer their own tax laws, it could set 
precedents tor future interve~t ions which 
would undermine the very nature o f  the 
federal aystem. 

Federal Policy Issues 
The Commission has albvays strongly 

opposed restrictive federal legislation i n  
matters of state taxation; such intervention 
coltravenes the verv Durpose of a federal . . 
) s t <  !n of go\rrnrr.en: ' rw-gh the Cori n s 
s , I 1s ,cc#naps ~(c .1  <r,oxcl lor ts <leler\, of  
thy ,:atr ' l p t  to J Y  uor au  ce rorrm ndt on 
I~ !he #rc=rnr.'sx 3'~ d i t  s Inlportart 10 nXt: 

t n j t  * n . ,  ~ 3 5  ,o riot on,, toccd-se nd :q  o f  
the member states preferred that method. 
bbt also because all member states felt tnat 
the federal aovernment should not. as a - 
matter of principle, dictate to the states how 
thev should exercise thei: constitutional riqht - 
to tan. While several states have moved away 
from worldwide combination-partly as a 
result o f  their participation with the Commis- 
sion i n  the President's Working Group on 
Unitary Taxation-the Commission remains 
f irmly opposed to  any tederal restriction o n  
worldwide combination, or on  any other con- 

stitutional method of taxation which a state 
chooses to adopt. 

To monitor federal developments and pro- 
vide information on state view5 to Congress 
and the Executive Branch. the Commission 
is represented i n  Washington, DC by the firm 
o f  Rosapepe. Powers and Spanos. 

The Commission is not merelv committed 
t o  opposition t o  federal restrictmn, however; 
by its actions i n  the joint audit program. the 
work of the Uniformity Committee, the 
development of model laws and regulations. 
and thc work of its educational moorams and . - 
publications. the Commission aims to 
demonstrate that i t  is possible to address the 
problems of multistate taxation in a coopera- 
tive manner and thereby alleviate some of 
the problems which gave rlse to the requests 
for federal restriction i n  the first instance. 
Johrt Shdnrion. the Executive Director of the 
U.S. Advisory Commission on  lntergovern- 
mental Relations, has referred to the 1980s 
as the age o f  'do-it-yourself federalism." It 
is a matter o f  considerable pride t o  the 
member states that, i n  foundinq and main- 
taining the Multistale Tax Commission 
through nearly two decades of existence. 
thev have ant lc l~ated that SDirit and exem~ l i -  
f i e i  the creative possibclitles inherent i n  ihe 
American federal system 



Report of the Executive Director 

Joint  Audit Program 
The Joint Audit Program underwent several 

changer this year. A new audi: planning process 
and improved repor:ing to the member slates 
significantly enhanced its value. A revised audit 
fee schedule adcpted at the Annual Meeting puts 
the program on a firm financial footing, and- 
through a fee structure which aims more at flal 
fees for members-provides member states wilh 
a strong iricentive far participation in all audits. 
since the cast remains the same regardless of the 
number of audits i n  which a state joins. The plan- 
ning process and an enth'~siastic commitment by 
the MTC audltcrs to the new process led lo the 
cleaning up of a backlog of zud~ts and the com- 
pletion o f  26 joint cudRs. 

Moreover. this was the second year of an  eighl- 
year agreement negotiated w ~ l h  a large out-01-state 
retailer under which i t  agreed to collect and remit 
sales and use lax to member and non-member 
states. Finally, a settlement war reached with 
another large retailer and publisher which agreed 
to remit over $4 mil l ion in back salesand use taxes 
and further agreed to collect and remit sales and 
use tax i n  the future for member stales in which 
certaiil nexus ciicumslances exist. All told, the 
joint audit program generated over $31 mil l ion in 
recommended assessments (including the coliec~ 
tlons described above) for the member states at 
cost of slightly aver $ 1  million. As the foliowing 
graph shows, audit production-in bath raw 
numbers and as a ratio to costs-has improved 
significantly aver the past three years. The states 
closely follow MTC recommendations in issuing 
assessments and generaily collect most of the 
amount assessed. 

This year also saw both the completion and 
revision of the income tax and sales tax audit 
manuals, which provide ciear guidance l o  the tax 
policies of  the member sta:es and to the approach 
which MTC auditors uill be using. A a service to  
taxpayers and the tax community, theMTC makes 
capiesof them mdilabie far sale so that taxpayers 
and practitioners may have a reasonable expecta- 
tion of what a n  MTC audit entails 

The program has aiso benefited from the 
presence of several new auditors. Some have 
b rouqh~  to  bear the), experience as auditors for 
Caiifornia, Indiana and Iowa while ctherb are 
former tax specialists for industry The diversity 
o f  their backgrounds and experience should 
further r t rmgthen the program in  future years. 

Lit igation and Legal Assistance 
For the second year i n  a row, the MTC is not 

iiwuived directly i n  litigation. This has meant that 
the legal staff, which now numbers three, has been 
able to concentletr i ts effarta on educslional 
activities, publishing articles to further the 
Commission's goals, providing direct ossislance 
to state staffs, and improving the legal support and 
assistance to the audlt program and the audit and 
uniformity committees. 

While not di:ectly involved as a litigant, the 
Commission did file a brief amicus curiae i n  the 
Oregon case of Twenlielh Century-FoxFilms Corp. 
r'. Deparfrnml of Revenue. The Oregon Supreme 
Court upheld the Department's right t o  apply a 
modi fed formula when the standard formula did 
not fairly represent the taxpayer's business activity 
i r i  Or ryon A n  important aspect o f  the Court's 
opinion uas its conclusion that rule-making 
regarding fu rnu la  adjustments. at least with 
respect to non-mercantile, "on-manufacturing 
industr~es. 1s permirsiblr under UDITPA; and that 
the obtaining of uniform treatment of taxpayers 
in certain industries may suffer unless adminir. 
trative rule-making is permitted. The Court can- 
cluded that "[pjromulgaling rules in UDITPA 
jurisdictions. with the participation of MTC, is 
more likely to result in uniform treatment of 
taxpayers comparably situated. . 

I n  addition to  the normal staff work for the 
currunittees and the high d u m p  of day-lo-day 
responses to inquiries and requests for advice, the 
legal staff undertook several major projects this 

'\$ ,\ year Alan Friedman. Deputy General Counsel for 
,mn3,a4 , 9 a a p u  the Comniss8on. imi cvnjundlon with representa- 

tives from California and Montana, selected two 
~a or..ocia nr.im.nl economists to sene  as e p e r t  witr~rsses jointlyfor 
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several of the member states. Dr. Peggy Musgrave 
and Dr. Steven Scheffr~n movided consultative 
services, expert testimony, and written materials 
in  severai areas relating to the unitary method and 
foreign taxes. Not only were the results useful and 
of a h igh quality, but the joint retenton of 
witnesses proved cost-effective as well. Costs of  the 
project were well under estlmater, and stales which 
contributed to the project ultimately had a portlon 
of their contributions rebated 

Sandra McCiay. Assistant General Counsel, 
undertook a long research project on sales and use 
taxation which resulted in a palr o f  law review 
articles which called into questron the Supreme 
Court decision in  National Brilas Hsrs: th? articles 
support the Commission's belief that the time may 
be ripe for a review of the conclusion that out af-  
i tate purely mail order retailers are not obligated 
to collect saier and use tax on their sales. 

The legal staff has also been responsible for the 
production and revision of portions of the audit 
manuals, the development of a proposed regula. 
t ion on allocation and apportionment of trucking 
industry income (including the conduct of a public 

legislation for those states which w ~ s h  to consider 
moving l rom worldwide combination to a water's 
edge concept: companion legislation has also been 
prepared to assist those states w h ~ c h  wish to move 
from separate entity accounting to the water's edge 
combination, and finally i t  has drafted proposed 
federal legislat~on to impiement the Working 
Group's Domest ic Disclosure Spreadsheet 
Commitment. 

Federal Policy Issuer and State Responses 
income Tax 

With the publication of the fjnal report o i  the 
Working Group last summer. the center of activity 
regarding worldwde combination moved from the 
federal to the state level. Although both Senator 
Mathias and Senator Hawkins introduced legisla- 
tion to restrict or forbid the use of worldwide c o m ~  
bination by the states, as well as to restrict the 
taxation of dividends from foreign subridiarws l o  
US. parents, such legislation remained q u e t  for 
much of this last year. Instead, there was a f lurry 
a iad iv i ty  in  the statesas virtually every worldw8de 
state considered legislation to move to water's edge 
combination or even to separate accounting. 

As this report went to press. Colorado and 
Oregon had passed iegislation to move from 
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worldwide to domestic combinaton, and Nebraska 
had passed legislation to clarify its domesticcom- 
bination practfce: Florida had repealed worldwide 
cornbinatton and replaced it with separate account- 
ing; and the Massachusetts Supreme Court had 
held in  the Polaroid declslon that the Department 
of Revenue lacked explicit statutory authority to 
require worldwide combination. (Legislation pend- 
ing in  conference committee as of this writ ing 
would provide the Department with authority to 
apply domestic combination.) In addit~on. Utah had 
adapted a regulation which would apply domestic 
combination if appropriate federal assistance 
legislation (as described in  the Working Group 
Report) were to be enacted. California. New Hamp- 
shire, and North Dakota all had the issue under 
study. and legislation had been considered in Idaho 
and Montana. (See the status sheet !allowing an 
use of combination.) 

Combination States 
Worldwide 
Alaskz 
Cal~fornm 
Idaho 
btantana 
New Hampshire 
North Dakota 
Utah' 

Domestic 
Arizona 
Colorado 
Illinois 
Kansas 
Kentucky 
Maine 
Minnesota 
Nebraska 
New Mexico 

(Taxpayer's option) 
New York 
Oklahoma 
Oregon 
West Virginia 

(Taxpayer's option) 

Note: In certain circumstances, it appears 
that Indiana may,permlt or requirecomb~na- 
t ion on a worldwide basis. 

'Utah has adopted a regulat8on v.h#ch would 
apply domestic comb%nal,on if approprrale federal 
legislation were to be enacrrd 

This state activitv undertaken in  oood faith 
A 

following the spwt of the Work~ng Group, was not 
matched by  an equivalent l w e i  of actcwty on the 



ment did offer a draft of the domestic disclosure 
spreadsheet legislation for comment, but a revised 
version had not been introduced as of this urit ing. 
nor had there been an) movement on other federal 
assistance activities. instead. the Administration 
had issued a statement announcing that Treasury 
would be directed to draft legislation banning both 
worldwide combination and the inclusion of 
foreign dividends in  the apportionable base. 

At its Annual Meeting in July, the Commiss~on 
had adopted a resolutton noting in  part that "the 
failure of  the Treasury Department Lo implement 
to date commitments i t  made in the Working 
Group while the states have made dramatic prog- 
ress to implement their commitments threatens 
to undermine constructive state efforts and the 
prospects for rapid resolution of continuing con- 
cerns o f  some foreign governments." The resolu- 
t ion went on to urge the President. the Treasury 
Department, and the Congress ". . t o  oppose 
proposals to restrict state taxation of multinational 
corporations through legislation, treaty, judicial 
action, or otherwise." 

The Commission continues to strongly oppose 
any such proposals. and this most recent actlon 
only underscores the Commission's concerns that 
the willingness of states to act has not been 
matched by an  equal commitment on the part ot 
the federal government: there are hopefui signs 
that the Congress wil l  not act precipitately in  this 
matter, but rather will weigh the issue more care- 
fully than certain elements of the Administration 
appear to have done. 

Saler Tax 

to collect and remit sales and use taxes. In the last 
two years, two Commission audits have brought 
two large retailers into compliance through 
agreements negotiated on behalf of member 
states. But the Commission recognizes that audits 
alone will not solve the problem. Accordingly. the 
Commiss~on changed lts stance on  sales tax c o i ~  
lection duties in 1984 and ,  at its Annual Meetinq 
thts year, endorsed Congrcssmm legislation 
aimed at orerturning the Bellas t iecs  decision 
Such legti lation was endorsed by the Advimry 
Comm~ssion on Intergovernmental Relations at its 
September meeting as the most equltabc iesoiu. 
tion to this problem. 

The Comrnlssion also passed a resolution creat~ 
iny a loin1 action cammttee to work with the 

National Adm~nistration of Tax Administrators on 
issues of mutual interest: and it endorsed the draft 
iegislation prepared by the NATA and plans to  
cooperate with them in urging Congressional 
passage of such legislation. At the same time, the 
Commission continues lo pursue audit activity i n  
this area, slrlving for improved compliance through 
negotiated agreements where possible. Recognir~ 
ing that even Congressional legisiation may be 
subject to litigation on  d u r  process grounds. the 
Commission is also prepared to initiate a test case 
i f  necessary in order to uphold such legislation. 

Properly Tar 
At its 1985 meetina. the Cornmisston endorsed - 

in principle a pilot project aimed at multistate 
coooeration in  ormer tv  taxation. As a flrst steo 

representing th~r teen member states and eleven 
non-member states attended. A steerlng commit-  
tee is now exploring other areas of joint action, 
including possible multistate property tax audits. 
joint assessment and appraisai activities. and 
mutual support of litigation and of legal education. 
At the same time, the Commission has firmly 
opposed federal preemption or restriction in  this 
area: the most recent attempts have been i n  pra- 
posed legislation to restrict property taxation o f  
natural gas pipelines and to provide federal pre- 
emption in  the taxation o f  interstate trucks. 

Membership 
The Comm~ssion now has nineteen members. 

including the District of Columbia. Nebraska and 
West Virginla both voted to withdraw by repealing 
the Compact this year. The Commission continues 
to receive inquiries about membership from a 
number of states, however, and is optimistic that 
total membership wil l  gradually increase. 

Publications 
The Commission published three issues of the 

MTC Reuiew this year Beginnng with the August. 
1985 issue, i t  intends to move to a quarterly 
publication schedule. A subscript~on charge will 
shortly be Imposed for nongovernmental i e c i p i ~  
ems o f  the Rewew The Income should offset the 
printing and postage charges to some extent: at 
the same time, we anticipate that a quarterly 
publication will be more attractwe to potential 
subscribers and more helpful to other readers o f  
the Revteu: as weli. 



A revised Legislative Handbook was prepared for 
distribution as a resource t o  members and poten- 
tial members: i t  provides a wide range of in fo ima~ 
l ion  and reprints in the multistate taxation field. 
The Commission is also preparing a revision of the 
handbook on unitary apportionment to incorporate 
the mast recent court decisions and other relevant 
materials. 

Uni formity 
Following a hearing held on November 13. 1984. 

the Executive Committee tentatively approved a 
regulation an allocat~on and apportionment for the 
trucking industry. However. the Commission voted 
in the 1985 Annual Meeting tc defer actlon on  the 
regulation pending the outcome of the work by the 
Working Group on Truck Taxation sponsored by 
l h r  National Governors Association One task of 
thts group was to develop uniform procedures for 
registration. fuel taxation, and third structure taxa- 
t ion (other than corporate income taxation) for 
adaptran by the stater The Commirsion took this 
action in recognition of the fact that mileage 
recordkeeping would be different for regist:ation, 
fuel use tax, and mcome tax apportionment under 
the current system. By deferring action, the  con^ 
mission hoper that uniformity wil l  be served not 
only i n  the income tax area but i n  all areas of taxa- 
t ion and that the burden of compliance on the 
trucking industry wil l  be substantmlly reduced. 

I n  other areas. the Uniformity Committee has 
recommended a regulation an sales and use tax 
recordkeeping. It has under study possrble reyula- 
l ions for telecammunicatmns and the broadcast 
industry It is  also considermg uniform definitions 
of softaare for sales tax pwpose5. is studying the 
issues of dock sales and the role o f  intangibles in 
the property factor, and is considering additional 
meas in which the states might usefully dewlap 
procedural uni formity Finally, the Committee is 
working with member states to develop a state- 
ment of current practicer under P.L. 86-272. 

Personnel 
A cnrnbinat~on of expansion, iet~rements, and 

turnover resulted in a number of changes in MTC 
staff thts year. In the Boulder Office. Kenneth J. 
Kirkland was appointed Executive Director o f  the 
Comm ssion in February: Eugene Coriigan became 
General Counsel. a position which he already held 
on an acting basis: Ginger Cash-Truschke. who as 
Executive Secretary and Comptroller had served 
the Commission longer than any other emp loye  
save one, left in November; Connie Fuerst assumed 
her position and Betty DeBruyn joined the Com- 
mission staff. New auditors joining the Commis- 
sion this year include: Morris Gladstein, Alan Hild, 
Michael Hnath, and F i m k  Kuehn in New York, and 
Joselito Vitug in Chicago. 



Staff Members- 
Executive Director 
Kenneth J. Kirkland was appointed Executive 
Director o f  the Multistate Tax Commission 
i n  February, 1985. Previously. he had been 
a staff member at the National Conference 
of State Legislatures. serving most recently 
as Director of Fiscal Affairs: had been an 
analyst for the Oklahoma State Legislature; 
and had been a facultv member at the 

sity of 0;egon and a PhD. from the Univer- 
sity of Michigan. 

General Counsel 
Eugene F. Corrigan became the Commis- 
sion's General Counsel in February. 1985 
after having served for sixteen years as its 
Executive Director. His prior experience 
included three years as a Sears. Roebuck tax 
attorney and ten years with the Illinois Depart- 
ment of Revenue. i n  the Chicago office o f  
which he last served as Chief Counsel. 
During the mid-sixties. he was also a partner 
i n  the Chicago law f i rm o f  Stradford, Lafon- 
tant. Fisher and Corrigan. He is a graduate 
of Princeton University and of John Marshall 
Law School of Chicago. He is the Immediate 
Past Chairman o f  the Urban State and Local 
Government Law Section o f  the American 
Bar Association. 

Deputy General Counsel 
Alan H. Fr~edman's leqal experience. over . 
some fifteen years has included positions as 
Legal Counsel with the US. Justice Depart- 
ment, the US. Senate. and the Colorado 
Attorney General's office. As First Assistant 
Attorney General. he supervised the legal 
representation o f  Colorado's Governor. 
Secretary o f  State. Treasurer and. finally. 
Department of Revenue where he last served 
as Deputy Director. He is a graduate o f  the 
University o f  California at Berkeley and of 
Boalt Hall Law School at that University. 

Assistant General Counsel 
Sandrd B. McCray has had extensive and 
varied legal and administrative experience in 
the office o f  the Colorado Attorney General. 
There she has served: as prosecutor in con. 
sumer protection. medical malpractice and 
insurance fraud cases; as Administrator o f  

the Consumer C red~ t  Code: as C h ~ e f  o f  the 
Financial Institutions Section: and as First 
Assistant Attorney General i n  charge of the 
Regulatory Law  tion on. A Phi Beta Kappa 
graduate of UCLA and a graduate of the 
University of Colorado Law School. she holds 
a Master's Degree i n  Taxation f rom George- 
town University. 

Of Counsel 
Will iam D. Dexter has served the MTC i n  an  
O f  Counsel capacity since July 1983 when 
he retired as General Counsel, a post which 
he had held for e iyhl  years Dur ing those 
years. he conducted major l i t igat ion o n  
behalt o f  the commission and o f  slates in 

- ~ ~~ 

1980 he participated i n  the preparationdnd 
argument of the Mobil case; and in 1983 and 
1984, he represented Hawaii in two cases. A 
prolif ic writer and a dedicated advocate o f  
the interests o f  the states, he began his legal 
career with the Michigan Treasury Depart. 
ment in the late 1940s and was i n  charge o f  
all Revenue l i t igat ion for many years there 
as an Assistant Attorney General. He served 
as an Assistant Attorney General for the 
Washington Department o f  Revenue f rom 
1969 unti l  he became the MTC General 
Counsel in 1975. While he is, we believe, the 
nation's leading expert on  unitary apportion- 
ment. his expertise spans the field of state 
taxation o f  interstate commerce. 

Program Coordinator 
Clela A. Rorex joined the MTC i n  1981. She 
holds a Bachelor of Ans Degree and a Master's 
Degree i n  Public Administration f rom the 
University of Colorado. Her previous experi- 
ence includes service as: the publicly elected 
Clerk and Recorder of Boulder County: 
acting general manager o f  the Colorado 
Music Festival; business manager lor  the 
Sacramento Civic Theatre; insurance and 
financial counselor; manager of the Visiting 
Scientists Program o f  the Joint  Institute for 
Laboratorv As t ro~hvs ics  at the Universitv o f  . . 
Colorado: and management representative 
at the U.S. Naval Exchange at Guantanamo 
Bay. She also wrote and published the first 
edit ion o f  the Colvrado Legislative Almanac. 

9 



Audit Managers 
Chicago: Eugene J .  Dowd joined the 
Multistate Tax Commission in 1974 after 
oerforminq and suoervisinq income tax - . 
audits of large multinational corporations in 
the Chicaao office of the California Fran- * 

chise Tax Board for thirteen years. Previous. 
ly he had served as budget accountant and 
as the staff internal auditor of the Armour 
Research Foundation. 

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

New York: Arthur Schwartz is a graduate of 
New York University and has a Master's 
Degree from City University of New York His 
audit experience includes five years with Cer. 
tified Public Accounting firms, three on cor- 
porate internal audit staffs, twenty-three with 
the California Franchise Tax Board and, in 
the early 1970s. a seventeen-month period 

Committees 
Audit Oversight Committee 
Tom Sheridan. Chairman (Kansas) 
Robert Bonnici (~alifornia) 
Frank Beckwith (Colorado) 
Phil Aldape (ldaho) 
Gerome Caulfield (Minnesota) 
John D. Olson (Washington) 

Audit Committee 
Tom Sheridan. Chairman (Kansas) 
Martin J. Richard (Alaska) 
Robert Bonnici (California) 
Frank Beckwith (Colorado) 
J. Walter Lund (DC) 
Phil Aldape (Idaho) 
Gerome Caulfield (Minnesota) 
James R. Beckham (Missouri) 
Jeff Miller (Montana) 
Robert Kessel (North Dakota) 
Tom Everall (Oregon) 

10 Rich Clementson (South Dakota) 

with the MTC. He was managing audits of 
major corporations for California when he 
rejoined the MTC in  March, 1984. 

Audit Staff 
Income Tax 
Gerald Birk (New York) 
Paul Ezzone (New York) 
Lily Opida Fielding (New York) 
Aian Hild (New York) 
Theodore Kittinger (New York) 
Frank Kuehn (New York) 
Paul Mond (Texas) 
Daniel Piccolo (New York) 
Rosario Vento (Illinois) 
Joselito Vitug (Illinois) 

Sales Tax 
Morris Gladstein (New York) 
Morton Kotkin ( ~ e w  York) 
Rocco Miraldi (New York) 
Michael Hnath (New York) 
Edward Ruby (Illinois) 

Support Staff 
Edith Bishop (New York) 
Betty DeBruyne 
Connie Fuerst (Colorado) 

Harold Lee (Texas) 
John D. Olson (Washington) 

Uniformity Committee 
Manuel Gallegos, Chairman (New Mexico) 
Martin J. Richard (Alaska) 
Everett Leath (Arkansas) 
Michael E. Brownell (California) 
Ted V Middle (Colorado) 
J. Walter Lund (DC) 
Kenneth Murayama (Hawaii) 
Joe Randall (Idaho) 
Tom Sheridan (Kansas) 
Fred Lynch (Michigan) 
Gerome Caulfield (Minnesota) 
Ed Moiotsky (Missouri) 
Jerry Foster (Montana) 
Robert Kessel (North Dakota) 
Tom Everall (Oregon) 
Rich Clernentson (South Dakota) 
Donald Bosch (Utah) 
John D. Olson (Washington) 



Multistate Tax Commission 
Officers 1985186 

Cha~rrnan Act nq  Vlce Cha~rman Treasure, 

Harley Duncan 
(Kdnsas) 

John LaFaver 
(Montana) 

Mark Buchi 
(Utah) 

Executive Committee 

Bob Bullock Vicki Fisher Melvin Jones Tom Triplett 
(Texas) (Pew Mexico) (D.C.) (Minnesola) 

Ex Officio 

Alan Charnes Kent Conrad Gerald Coldberg Larry Looney 
(Colorado) (North Dakota) (Califoinla) ( I daho )  11 



Representatives of Party States 
of the Multistate Tax Compact 

Alaska 
Mary Nordale (Member) 
Commissmner o l  Revenue 
Department of Revenue 
Pouch S 
Juneau. AK 99811 
(907) 465-2300 

Bruce M.  Botelho (Ailernale) 
Deputy Commlse~aner 
Department of Revenue 
Pouch S 
Juneau, AK 99811 
(907) 465 2302 

Arkansas 
Mahlon A Martin (Member) 
Drector 
Arkansas Department of  
Finance and Administration 

PO Box 3278 
L:ttlc Rock. AR 72203 
(501) 371-2242 

Glen Mourat (Al!ernale) 
Admin6tiator 
Office of Tax Administrator 
Arkansas Department of 

Finance and Administration 
PO. Box 1272 
Little Rack. AR 72203 
(501) 371.1626 

California* 
Douglas D. Bell (Mernbcr) 
Executiw Secretary 
Board oi Equalization 
PO. Box 1799 
Sacramento, CA 95808 
(916) 445-3956 

Gerald Goldberg (Mr r r~ r r ) "  
Executive Officer 
Franchise Tax Board 
PO Box 115 
Rancho Cordova. CA 956700115 
(916) 355-0292 

Colorado 
Alan N. Charms (Member)". 
Executive Director 
Colorado Department o l  Revenue 
1375 Sherman Street 
Denver CO 80261 

Frank Beckwith (Ailernale) 
Chief of Taxation 
Colorado Department of Revenue 
1375 Sherman Street 
Denver. CO 80261 
13031 866-3048 

District of Columbia 
Melvin W. Jones (Member) 
Director of  Finance and Revenue 
Government of the District of 

Colurrbia 
Room 4136. Municipal Center 
300 Indiana Avenue, NW 
Washington. DC 20001 
(202) 727-6020 

J Walter Lund iA//erna!e) 
Associate Director of Audit 
Compliance and Invertgat ion 
Government o i  the District of  

Columbia 
Room 3016, Municipal Center 
300 Indiana Avenue. NW 
Washington. UC 20001 
(202) 727-6019 

Hawaii 
Herbert Dias (Member! 
Director o f  Taxation 
Department of Taxation 
PO. Box 259 
Honolulu. HI 9b809 
(808) 548-7650 

Wallarc Aoki  (Ailernale) 
Deputy Director 
Department oi Taxation 
PO. Box 259 
Honolulu. HI 96809 
(808) 548-7562 

ldaho 
Larry Looney (Member).*** 
Chairman of the Commission 
Department of Revenue and 

Taxation 
ldaho State Tax Commission 
P O  Box 36  
Boise, ID 83722 
(208) 334-4694 

Darwin L. Young (Allemate) 
Commissioner 
Department o f  Revenue and 

Taxatmn 
ldaho State Tax Commission 
PO. Box 36  
Baisr, ID 83722 
(208) 334-4634 

Kansas 
Harley Duncan (Member) 
Secretary of Revenue 
'lamas Department of Revenue 
State Office Bui ld ing 
Topeka. KS 66612 
(913) 296~3041 

Thomas Sherldan (Ailernate) 
Chief. Audit Division 
Kansas Deparrnerir o l  Revenue 
State Office Building 
Topeka. KS 66612 
(913) 296-7719 

Michigan 
Robert A. Bowman (Member) 
State Treasurer 
Department of Treasury 
I r e a w r y  Building 
Lansing, MI 48922 
(517) 373-3223 

Susan Work Martin (Airernare) 
Cornmissione- of Revenue 
Department of Treasury 
Revenue Division 
Teasury Building 
Lansing, M I  48922 
(517) 3733193 

Minnesota 
Tom Tripiett (Member) 
Commissioner of Revenue 
Department of Revenue 
Centennial Olf ice Ouilding 
St. Paul. M N  55145 
(612) 296-3401 

Arthur C. Roemer (Alrernaie) 
Special Assistant to the 
Commissioner 
Department of Revenue 
Centennial Office Building 
St. Paui. M N  55145 
(6121 296-3401 



Missouri Arnold M. Burlan (Allernale) Wade Anderson (Allernale) 

Paul McNeil (Member) Deputy Tax Commissioner Associate Deputy Comptroller 

Director of Revenue North Dakota State Tax Legal Services 

Depar t rn~n l  of Revenue Department Office at Comptroller 

PO. Bar  311 State Capilol P O  Box 13528 

Jefferson City. M O  65105 Bismarck, ND 58505 Austin, TX 78711 

(314) 751-4d50 (7011 224-2770 (512) 4634004 

James R Beckham (Alternate) 
Director 
n iv i r ion  of  Compliance 
Department of Revenue 
PO. Box 400 
Jefferson City, M O  65105 
(314) 751-4816 

Robert Kessel /Ailernale) 
Dlrector 
Income and 011 Tax D ~ v ~ s ~ o n  
North Dakota State Tax 

Department 
State Capitol 
Bismarck. ND 58505 
(701) 224-3653 

Dan Pearson (Allernaid 
Associate Deputy lor Audit 
Audit Division 
PO. Box 13527 
Austin. TX 787 11 
(5 12) 463-4006 

Utah 
Montana ~~~k K. B w h i  lMernbeil 

John LaFaver iMember) 
Director of Revenue 
Montana Department of  Revenue 
Mitchell Building 
Helena. MT 59620 
(406) 444-2460 

Gerald Foster (AllernaleJ 
Administrator 
Natural ResouiceICorpoiation 

Tax Division 
Montana Department of Revenue 
Mitchell Building 
Helena. M T  59620 
(406) 444-2460 

New Mexico 
Vickie L. Fisher (Nember) 
Secretary 
New Mexico Taxation and Revenue 

Department 
PO. Box 630 
Santa Fe. N M  875090630 
(505) 988-2290 X600 

James R. White (Allernare) 
Director 
Revenue Division 
New Mexico Taxation and Revenue 

Department 
PO. Box 630 
Santa Fe. NM 87509-0630 
(505) 988-2290 X300 

North Dakota 
Kent Conrad 
Tax Commissioner 
North Dakota State Tax 

Department 

Oregon 
R~chard Munn (hlcmber) 
Director 
Department of Revenue 
Revenue Building 
955 Center Street. WE 
Sa1e.m. OR 97310 
(503) 378~3363 

Allen J. Brown (Airernale) 
Administrator 
Audit Division 
Department of Revenue 
Revenue Building 
955 Center Street. NE 
Salem. OR 97310 
(503) 378 3747 

South Dakota 
R Van Johnson (Member) 
Secretary of Revenue 
Department of Revenue 
R.F. Kneip Building 
700 N. Illinois 
Pierre. SD 575012276 
(605) 773~5131 

Judith M. Payne IAIlemalr) 
Assistant to the Secretary 
Department of Revenue 
PO. Box 84051 
Sioux Falls. SD 57118 
(605) 3396672 

Texas 
Bob Bullock (Membri) 
Comptroller of Pub l t i  Accounts 
LBJ Stetc Office Building 
Austin. TX 78711 
(5121 4634000 

. ~ 

Chairman 
Utah Stale Tax Commission 
Hebei M. Wells Bullding 
161 E 300 South 
Salt Lake City. UT 84134 
(801) 530 6088 

Clyde R. Nichols, Jr  (Allernale) 
Execl~tire D~cector 
Utah State Tax Commission 
Hebrr M Wells Bu8ldtng 
161 E.. 300 South 
Salt take City UT 84134 
(801) 5306466 

Washington 
Matthew Coyle (blrrnber) 
Acting Director 
Department of Revenue 
415 General Administration 

Butldlng 
Olympia. WA 98504 
(206) 7535574 

John Olson (Allernale) 
Chief. Audit Branch 
Department of  Rrvenue 
415 General Admtnistration 

Building 
Olympia. WA 98504 
(206) 753-3320 



Tax Administrators 
Associate Member States* 

Alabama 
James C. U'hite, Jr. 
Cornmissloner 
Department of Revenue 
Montgomery AL 36130 
(205) 832-5780 

Arizona 
J. Ell iott Hibbs 
Director 
Department of Revenue 
Capitol Building. West Wing 
Phoenix. AZ  85007 
(602) 2553393 

Georgia 
Marcus E. Collins. Sr. 
Commissioner 
Department of Revenue 
410 I imtyWashington Building 
Atlanta. GA 30334 
(40L) 656.401 6 

Louisiana 
Shirley McNamara 
Secretary 
Departnrrnt o f  Revenue and 

Taxatran 
PO. Box 231 
Baton Rouge. LA 70821 
(504) 925-7680 

Maryland 
Louis L. Coldstein 
Cam~tra l le r  of the Tieasurv 

Massachusetts 
Ira A. Jackson 
Cammissioner 
Departnlrnt o i  Revenue 
100 Cambridge Street 
Boston. M A  02202 
(617) 727-4201 

New Jersey 
John R Baldwin 
Director 
Division of Taxation 
Department of Treasury 
50 Barrack Street. CN240 
Trenton N J  08646 
(609) 292-5185 

Ohio 
Joanne Limbach 
Tax Cornmiss:oner 
Department of Taxation 
PO. Box 530 
Columbus. OH 43216 
(614) 466-2166 

Pennsylvania 
James I. Scheiner 
Secretary of Revenue 
Department of Revenue 
Strawberry Square-llill Floor 
Harrsburg. PA 17127 
(717) 7833680 

Tennessee 
Kathy Behm Celauro 
Cammissioner 
Department o f  Revenue 
Andrew Jackson Stale Office 

Building, Roam 927 
Nashville. I N  37242 
(615) 741-2461 

'The Commmion  has made provisions for associate membership in  bvlaw 13. as foilous: 
13. Associate Membership 

(a) Assocmtememberihip in  the Compact may begranted, by a majority vote of the Commission members. 
to those States which have not effectively enacted the Compact but which have through Icgs la l~ve enactment 
made effedive of the Cor r~dc t  d r ~ r r ~ d r n ~  upon a subsequent cordition or have, t h r o q h  their Governor 
or through a statutorily established State agency. requested associate membership 

(b) Representativesof such associate members shall not be m t  tled to vote or to hold a Comm:ssion office 
but shall otherwise have al the rights of Commission members 

Associate membership is extended especially for skates that wish to assist or participate in  the discussions 
and arlwit ien oi the Commission. evcn though tlwy lwve not enacted the Compact This ,ewes two purposes: 
( I )  i t  permits and encourages stater that feel that they lack knowledge a b m t  the Comrrission to became 
familiar with it through meeting with the members, and (2) it gives the Commission an opportunity to seek 
the .active participat~on and additional influence of states r h i c h  are wil l ing to a s i i ~ t  in  a joint effort in the 
field of taxation while they consder or work for enactment of the compact to become full members. 



Tax Administrators 
Non-Member States 

Carqminsidner 
Depdrlment o l  Revenue S e w c r a  
Q? 'armngtor i r n u e  
Hartford CT 05105 
(203) 566,120 

Delaware 
Robert W. Chasldnt 
D l r r i tc r  o l  Revenue 
Department o' Finance 
Carve1 State Offlce Buiidlng 
820 N FrencP Street 
Wilmington. D E  19801 
i3C21 571 3315 

Florida 
Randv Miller 
Cxechve Dlrcctcr 
Florida Departmerit of  Rwenue 
I 02  Carltan Bu i l d i i q  
Tallahassee. FI. 32304 
(904) 4885050 

Illinois 
J Thcma i  Johnson  
Director 
lllinotr Deportment of Revenue 
PO. Box 3681 
Spnngfleld. IL 62708 
(2171 7852602 

lndiana 
M b  K r n i e i  
Comrntss~oner o Revenue 
Indiana Department of Revenue 
202 State Offlce Bu,1ding 
Indianapolis, IN 46204 
(317)2322101 

Iowa 
Gerald D Bai i  
Dmc:or 
lcwn 3 ~ p a r t r n ~ n t  of Revenue 
Hoover State Office Bulldlng 
D t s  Mo8ncs. IA  50319 
1515) 28;  3204 

 ent tuck 
.dry w ,,I!, 
Secrrtarv 
Kevenue Cab~net 
Cap~tal Annex 
Frankfor t .  KY 40623 
I5021 564 32>6 

Maine 
Anthony J. Y e w s  
Slate  Tar Asspsior 
Bureau of Taxaton 
State Office Bu# ld , l~y  
,4ugustil. ME 04333 
(2071 289-2076 

Mississippi 
A C  Larnbcrt 
Cnairrnan 
ran Curnn,s,,nr 
Woolfolk State Oif,ir  Bullrlsng 
Jacksoh, WS 39205 
(601) 359 1098 

Nebraska 
Oonna tiarncs 
State Tax Commissoner 
PO. Box 94818 
Lincoln. NE 68509 
11021 471 2971 

Nevada 
John P. C o n e a u x  
Executive Director 
D~par tment  uf Taxation 
CdpNol M a <  Ccmplex 
Carson City N\' 811710 
(702) RR54R92 

New Ham shire 
Everett V Tau F' or 
Comrnirsio?er 
Department ot Rewnue 

Adminisr~dtwn 
61 Suut l~  Spring Street 
PO. Box 457 
Corcur l .  P H  C330I 
(603) 271-2191 

New York 
Rocrrlik Chu 
Cornmisiioner 
Mew Yurh Store Dcpdrtnlcnt of 

Tana:~on and F8nm:e 
Albsnv NY 12227 
i51R1 457 2244 

North Carolina 
Helen 'awers 
Secretary of h r v c n w  
Depa i tm~n t  of Rcvenur 
PC. 60% 25000 
Ralelqh. NC 27640 
1919) 733.7211 

Oklahoma 
O d e  A. Nmcc 
Ct-airman 
State Tax  Cnmmiir ian 
The K C .  Cannori Burldinq 
2501 Yor:h l inco ln  
Oklahoma City OK 73134 
i4J5) 521 1115 

Rhode Island 
R C a l i  Clark 

South Carolina 
J o h n  T Uerh, 
Clldil >,,dl- 

T E X  Cornrnis~lor 
PO Box 125 
Colarmbta SC 29214 
(803) 7582691 

Vermont 
Nir r i .  Hclyt 
C s m m i n ~ ~ o n c r  of Taxes 
Drportmcnt of Taxes 
P~v l l i an  Office Buclding 
h n t p e l t ? r .  VT 05G02 
(8021 828 2505 

Virginia 
V<?lltan, H h r s l  
lax r""lmi5sioncr 
Cmnnmnwedlth of Virginia 
Ovpartn.cnt of Taxation 
PO Box 6 1 ~  
H8ch~narid. VA 23282 
iR(141 2578005 

West Virginia 
I4ichavl t Carvl 
Slalr ldx Commissioner 
Stde T& Department 
Charleslon. W V  25305 
(3041 3482501 

Wisconsin 
,Y~KII*cI icy 
Secretary of Revenue 
125 South Webster Street 
PO Rnx Rq33 
~ C I S O I ~ .  WI 53708 
:'JOB) 266161 1 

Wyoming 
Rudol;,5 Aq5elm1 
Cllvirllldn 
iVyorn8y Stale Board of 

t uuo l zd l$on  and Stdlt. Tdx 



AUDIT 

MTC EXPENSES 
1984/1985 

ADMINISTRATION (1 5.4%) 

LEGAL (16.1 %) 

LEGISLATIVE (5.9%) 



CRIPTER F*ST"\Rl (  O P F l C B  C L I l i "  

,630 T M > E ~ . F W , ~ , T ! <  5tgEr.T 

SSOCIATES ,lou>.niu. r<*;ix.,oi, 8030, 
0031 "li-0271 

i n  ollr  n l ; x n l c n ,  t h e  ::nanclal s : ,? ienenfs  r e f c r r r c  to above p r r s s n t  t a ~ r l y  :he 
T ~ ~ ~ ~ ~ ~ ~ : L ~ ~  r , Y 4 1 ~ 1 0 n  v ~ ~ : z ~ ~ P ~ ~ ~  I . ~ ~ ~ L ~ ~ ~ u ~  .at ~mlne 10. ,985 ln84.  and  
t i e  r r : ; u , t s  of 1:- o p ~ , a " o n s ,  changes r n  t ~ " d  halance, a n c  chanqes in ftnnn- 
c;a; ijcsltlon tor the veaxs  t h e n  endl.; 1 8 ,  c r . n f o r m ~ r y  u ~ t h  i i e n e r , 3 1 i y  accspted 
*ccnor;rlni, p r : n c l p l r s  i ipp l l r i  on r r n r l ? r i L r r r  buslo. 



B U l U l C E  SHEET 
Junp 10. 1985 and 1984 

1985 

CURRENT AShETS 
cash i ~ ~ c ~ u d i n g  certlfrcates of d e p o r ~ t  o f  

5304,000 and 5391.000 In 1985 and 13d4  
r e s a e c r x v e l v )  5 351.434 

Accounts recervable--members 
accounts receivable--other 
other  cllrrenr a s s e t s  

~ e s s :  accumulared d r p r e c l a t i o n  and anarrlzat ion 91 , 2 8 6  -- 

r o r a ~  pnopznrv AND EQUIPMENT ................... 146,440  

OTHER ASSETS 

~ x p e n s e  account aevances 3 . 7 0 0  
Deposl tz 2 , 6 9 6  
Prepaid  pension costs--Note 2 69,098 

TOTAL OTHER ASSETS ............................. 7 1 . 4 9 4  -- 76,794 

TOTIIL A S S E T  ................................ S 7 4 5 . 6 9 3  $ 717.613 



LII\BILIT:ES AND FUND BhLINCE 

1985 1984 

CURRENT LILBILITIES 
Accounts payable  L 44.147 $ 19.532 
Accrued vacatlon pay 8 1 . 4 9 9  68 .109 
P l y . r l l  C l x r s  payable 12,178 10.903 

... re ferred  assessments and a u d i t  reimbursements 5 , 6 5 6  
Current p o r t i o n  of long-term debt 9. O l  3 6,543 

TOTAL CURRENT LIILBTLITILS ..................... 151,093 105,087  

LONG-TERH DEBT 
Vote payable--Note 3 
Less: currrllr porrron 

TOTAL LONG-TERM DEBT ........................... 49 ,197  23,1134 

F W D  8 1 \ X N C E - - E X h l b l t  C 
Unapproprlaled fund balance 
Approprlrted fund balance--Note 6 



WULTISTRTE TllX CaUIIiSION 

STATENENT OP R N D i V E  iUlD EXPENSES 
?or the years  ended June 30, 1985 and 1984 

other revenue: 
Legal rdmirirtrative 2 5 , 0 0 0  
Wlsce11aneous -.- 
~ a x n  on s a l e  of property and equipnrnr 2.195 
pcbl~rat~nns--net 9 1 3  

TCTkL KEVENUE ................................. 1 , 5 5 0 . 9 9 '  

EXPENSES 
A c C O Y n ~ x n q  B . 0 0 "  
Bonds and i n s u r a n c e  4.989 
Conferences 0 . . ? , 1  
C o n s u l r i n q  fees 134.331  
~ e p r e c z a ~ l o n  and a m o r r r a n e ~ o n  4 1 . 9 0 C  
Employee  qroup lnrurance 75.017 
InLerrsC expense 2 ,530  
~ e q a l  and l e q a l  ~ w p n r r  7.61 I 
Hllcelldneous expense 11.892  
Offlcc  upp plies 11.159  
~ e n s l o n  p l a r  and reriremenr pravision 145 ,346  
postage 1 0 . 1 3 ,  

BXCLSS I D E F I C I E K Y I  OF REVENUE OVER EXPENSES ........ 5 ( 46 ,089 )  5 2>2,190 



HIILTISTATE TAX COHIIISSION 

STATEWWT OF CHANCES IN FUND BILANCE 
O r  the years ended June 3 0 ,  I985 and 1 9 8 4  

UnapFropr lat rd  Fund Rpproprlaced Fund 
~ ~ ~~ ~ 

Balance Balance  
1985  1984  1 9 8 5  1984 ---- 

Excess ( d e f l r r e n c y )  Of revenue o v e r  
expenses--EXhlblt B 147 ,0021  2 0 9 , 2 0 1  9 1 3  3 . 3 9 7  - 



WJLTISTATE TAX COIWISSION 

S T h T E W T  OF CHANCES I N  FINIWCILL POSITION 
For t h e  years ended June 3 0 ,  1 9 8 5  a n d  1 9 8 4  

1985 1984 
NOFIXING CAPITRL FROVIDEO BY: 

Depreclaeion and a m o r t l r a a i ~ n  41 .900  
~ a i n  on sale of p rope r ty  and equiprent  ( 2 . 3 9 5 1  

Working Capital Provided By ( U s e d  
I n 1  Operations .......................... ( 6 . 5 8 4 1  

~ r o c e e d s  from issuance of lonq-term debt 5 8 , 2 1 0  
~ e c r e a s e  i n  expense account advances 2 .100  
~rocrrds from sale at  property and equrmenr 2 3 . 9 6 2  

TOTAL PROVIDED ...................................... 77.888 

WORKING CAPITILL APPLIED TO: 
~urchase of P T O P ~ Z Y  and r q u r p ~ n r  109,028 
~ n c r e a s e  i n  expense account advances  ..- 
Increase i n  d e p s l t s  1 . 0 0 0  
rncre.se i n  prepaid p n s r a n  costr --- 
Payment and r e c l a s s i f i c a r ~ o n  of ionq-term d e b t  3 2 . 0 4 7  

TOTIL APPLIeD ....................................... 142 .C75  

INCREASE (DECREASE) I N  WORKING CAPZTIIL .................... $ 1 6 4 . 1 8 7 1  

CKRNGES I N  WORKING CAPIT.4L COWONEllTS 
~ n c r e a ~ e  l d e c r e a s c l  I" current assets:  

Cash 5 ( 4 9 . 5 6 5 )  
Lccaunts receivable--meabers 1 3 , 5 5 3  
AccounLs receivabe--other 2 0 . 8 4 1  
other current a s s e t s  ( 1 , 0 1 2 1  

1 1 6 , 1 3 1 )  
Oecreaa~ ( i n c r e a s e 1  i n  current liab~llrlrs: 

Accounts payable 1 2 4 , 6 1 5 1  
hccrued v a c a t i o n  pay 11 3 ,3901  
Payroll t a x e s  perable I I . 8 7 5 3  . ~ .~ ~. 
~ e f e c r e d  assesrrents and a u a ~ t  rernbursemenrs 1 5 , 6 5 6 1  
C u r r e n t  port;on of long-term d e b t  1 2 , 4 1 0 1  

1 4 8 , 0 0 6 1  

IKREASE IDECRUSEI I N  WORKING CAPITAL .................... $ 1 6 4 . 1 8 7 1  1 365.511  



NOTES TO F I N I N C I k C  STXTEHENTS 
June 30. 1985 

NOTE 1 - SUMRY OF SIGNIPICWT ACCOUNTING POLICIES 

me m l t i s t a t e  T ~ X  c o n n ~ s o i o n  "a. organ ized  i n  ,967. ~t was e s t a b  
l i s h e d  under t h e  n u l t i s r a r e  =ax compact ,  which by it. terms. became 
e f f e c t i v e  huquar  4, 1967. me b a s i c  objective o f  the "compact- and. 
a c c o r d i n g l y ,  thc commission i s  LO p r o v i d e  s o l u t i o n s  and a d d i t i o n a l  
f a c ~ l i t i e e  f a r  d e a l m q  w i t h  s tare  r ax inq  problems r e l a t e d  to  n u l t i -  
s t a r e  b u o l n t s s .  

Method of  a c c o u n t i n q  

The Commis.ion f o l l o w s  t h e  a c c r u a l  method of a c c o u n t i n q  whereby 
assessment revenue i s  r ecoqnr r ed  i n  t h e  f i s c a l  y e a r  o f  assessment. 
Contributions by states f o r  s p c ~ f i c  pu rposes  are  r ecoqn i sed  a% income 
du r lnq  the year of r ece lpc .  Other revenue r 3  r e c o q n i r e d  a s  it  i s  
earned.  Expense3 a r e  r ecogn ized  as they are  incurred.  

R e c l a s s i f i c a t i o n s  

C e r t a i n  r e c l a s s i f i c a t i o n s  have been made t o  1984 ba lances  t o  conform 
to t h e  7 9 8 5  f l n a n c l a l  statement presenfat~ons. 

P r o p e r t y  and Equipnene 

l i l l  p r o p r r y  and equpnenr  1s s t a l e d  a t  cost and depreciated uninq 
s t r a i q h r - l i n e  and a c c e l e r a t e d  method* over  t h e  e s t i m a t e d  u s e f u l  l ~ v e r  
o f  t h e  assets which r anqe  from 1 ro 8 yea r s .  

NOTE 2 - PENSION PLAN 

The Comnlsslon has a de f lned  b e n e f l r  pensron p l a n  coverznq subrtan- 
r l a l l y  a l l  of its employees. m e  total pens l an  expense  f o r  the years 
ended June 30. 1985 and 1984 war 5145.D46 and 873,012. r c s p c t l v e l y .  
 he ~ o n m ~ o a i o n ~ ~  polxcy r s  t o  fund p e n s m n  costs a s  acc rued .  me 
a c t v a r l a l  value a t  a s s e t s  aa  o f  June 30. 1985 exceeded che  a c t u a r i a l  
accrued l r a b r l l t y  u s rnq  the entry aqe  normal a a s u n p t i o n  by 5370,893. 
m e  commrsron plans to amortlre t h e  overfunded amount and reduce 
r h r ~ r  future conrrlhvtrans to  che p l a n ,  a c c o r d ~ n g l y .  



>:CITE 3 - NOTE PAYABLE 

Note payable a t  Jun? 10 .  1985 was r s  follows: 

Current Lanq-Term Toral -- 
HanufactUrer--7.9t Installment note ,  

$1,177.47, rncludlnq interest, v l r h  
f r n a l  pamenr  due JU:~, 1990. 5 9.011 5 49,197  5 58,210 -- - -- -- - 

The m~nrmum scheduled note cliymenrs r e r n a ~ n ~ n g  r t  June l a ,  1985 are as 
follows: 

Fiscal Year  Ended 
J Y n p  10. 1986 5 1 2 , 9 5 1  

1987 14.110 
I S B H  1 0 . 1  30 
1'189 1.1.110 

t 990 1 4 . 1 1 0  
Subsequent years 1 , 1 7 7  - 

-mta l  sore i , a p e n t .  ................. 70,648 
lnrrrrsr  l n r i u d r d  i n  p a y r n r ;  0 2 . n ~ 8 1  - 

T m A L  ............................ 5 5 8 . 7 1 0  - -- 
C O W I T N E N T ~  

me r'ommrsslon renti r r s  primary .il:lce f a r ~ l z r ~ e s  in ~ o u l i ~ r .  colorado, 
and orher offrce f a c r l i t l e s  i n  ~ e v  York nnd llllno~s ondpr lease agree- 
ments wrth terms e x p l r l n q  on v a r i o u s  iates through, September 10. 1991. 

n e s e  leases p r u v l d e  far the f o l l o v ~ r o  o ~ n i r n u m  annu41 renta:e e x c l u ~ ~ v e  
nt utility charqes and c r r r a l n  esca:aticn . :hares :  

Fiscal Year Ended 
June 10, 1956 

June 3 0 .  1981 

June 30, 1988 
anp ~ n .  1489 
June 10, ,990 59.724 
Sobsequent p a r s  6 1 , 1 5 6  - 

TOTIL ............................... $128,759 - 
p~ 

 he Leases  include c e r t a ~ n  e r c a l a t l o n  charges based  an v a r ~ o u s  factors 
rncludrnq w a r p  index,  1 ,  o p e r a t ~ n q  and prnwr:y f a x  increases 
tram a base vear .  





Appendix Aa 
Agreement on Exchange of Information 
Income Tax 

In the interest of furthering the mutual interests 
of the undersigned states represented by the under- 
signed officials through benefits which can be 
derived from the exchange of information among 
said states. each of said offiiciais does hereby enter 
into the follouing Agreement for the exchange 01 
information w:th every other undersigned official. 

The underrlgned hereby mutually agree to  ex^ 

change information, to the f d i  extent permitted 
by their respective laws, in  accordance wito the 
terms and limitations below: 

I .  Cor the purposes of thi. A g r ~ r r n ~ n t ,  income 
tax means a tax imoooed an or measured 

or mole forms of w h ~ h  expenses are not 
specifically anddirectly relatpdtn particular 10 
lransaclions. 

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

any taxpayer: and I I 
b The furnishnq of an abstract 01 the 

return of income of any taxpayer: and 
c. The furnishing of any information con- 

cerning any itemscontained in any return 
of income of any taxpayer: and 

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

3. For purposes of thls Agreement. taxpayer 
includes any individuai, corporation, p a t -  
neiship or fiduciary subject to an income tax 
or required to file an income tax return. 

4. This Agreement is not l imited to a speciflc 
r jer~od of t ime or t o  returns. documenls or 

No information obtained pursuant to this 
Agreement shall be disclosed to any person 
not aultiuiized by the laws of the under. 
signed states. 
The information obtained pursuant to this 
Agreement shall be used only for the pur 
pose 01 administration of the income tax 
laws of the undersigned states. 
This written Agreemcrtt shall rwt became 
effective between any two states unti l  the 
authorized officials for both such states have 
signed i t  in the space provided below. 
This written Aarrement is no! intended to 

represented below 
The unccrsigned agree to inform each other 
of the current statutory provisions of their 
respective states concerning the confiden- 
tiality of the matcrlal exchanged and the 
xna l t ies  for unlawful disclosure thereof. 
.Any of the undersigned state aflicials may, 
at their discretion, refusc to furnish informa- 
t ion disi losed in the report of any investi- 
gation while such investigation is still in  
progress or during such rime as l i t igallon 
is contemplated or in process, if the official 
of the state making the investigation deems 
it in the best interests of his state for such 
information to  be withheld pending deter. 
mination o f  litigation. 
Each of the undersigned state officials 
hereby affirms that he is the proper official 
charged with the administration of the 
income tar laws of his state. 

~ 

information rela:ing to any specific years or 
per~ods: and i t  will be conside-ed to be in Signatory States 
effect unti l  revoked. Alaska Illinois Montana 

5. Additions and changes. including defini- Arkansas Indiana N r b r a ~ k a  
tions. ~n the provisions of this Agreement. California Kansas North Carolina 
may be made by mutual consent o i  the Coloraca Louisiana North Dakota 
proper o f f i c d s  of the undersigned states. Florida Michigan Oregon 
and shah become an attachment to this Hawaii Minnesota Pennsylvania 
Agreement Idaho M i s s o r i  Utah 



Appendix B 
- - 

Agreement on Exchange of Information 
Sales and Use Tax 

In the i r l e r ~ ~ t o f f u r l l i r i ~ i ~ t h e  rnutualintpre4s 
of the undersqned stales rep-eiented by tne unaei~  

proper officials o l  I'lc u n d c n q w d  atairs. 
and shall bccuinr  o n  attachmen1 to  this 

, 8 '  , ' . - . . , - . . ,1 C)r 1: , , ' . , I .  

I.!' . I , . ,  " . ' , . . r , l .  .I .<.: . ? , ,  - 2 ,  ,<>.>,., r 1 < I\< .,I . , , . , I  , I .  ' I , . ,  . , 1,. , ,,,, ,' ..- ,- . 
2 .  : , 1 < . .  ..,: 2, .,, ' "' 2 . . I  t.' < :~,:. r ,  , < ,  ' >  r ' I '. I - 1..! 1 . l . V ' .  (,I.. 111 

."to the follcwing A g r e e m a t  lor thc exchange n i  not du thor i~e i i  l a  l tceve such i r i fu i rwt ion  
nlarmation hi15 r re ry  olhe- undercigned official. by tne laus of Inc  uirdcri igned states 

The urdersianed heirhy r n ~ t u a l l v  aqrec to  c x  7. The i l i lurmation obtamed (xrriuant to  lh is . 
change informalion. l o  the ful l  ehtent permiltea 
hy their reswctive laws in accordance wnh t l l r  
terms and I ,nilat ons belair. 

1.  Fcr the 1urpo%b of thc Agreepen: sales 
t m  i nc l i d r s  gereral e x c m  andio- gross 
receipt 1 . 1 ~ ~ 5  and means a tar  imposed on 
a bale or exchange of personal pioFerly 
andbr ssrvicei. asuei i  3s on grurh recripl:; 
fmrr trade or bu,iiicrs, and  ~ s e  tax m-nns 
a ldil other t i a n  ad vnini rm tax. on the 
privi legr nf i tor ina,  using or mnsumlng 
persmal pioprrty andbr services 

2 This Agreement shall he appli idblc with 
respect to 
a The i>\spection o i  sales and use tax 

returns 01 any taxpayer: and  
h The furnishing 01 an  abslract or the rx- 

change ol computer in1orrna:mn r e q a d ~  
I-g the s a k i  o' use tan rr:urn ol any 
taxpayer: d i ~ d  

i. The  furn8shlng .if any in'orrnalion  con^ 

cprnlng any iternsconla~ned in any s a e s  
or use tar  return of a r y  takpaver, and 

3. The f ~ r n l s h i n g  of a n r  ~i i fu r r~ra t ion  0 , s  
closed by the i rpor i  of any ~nvesligirtinn 
.if lhc sales or uir l a h  return 01 any 
taxpayer 

3 For purposes of t h s  Agreement, 'taxpayer 
includes any indivdual, corporiiori pdrtoer 
ship, organiat lon,  aw~c ia t i an ,  flducinry 
person or ui l ler e-tity, rublei1 in p a j m t n l  
or COIICCLIO~ and ren-iltancc a i  szlcsar use 
tar  nr required t-, f l e  a idles or US? la'. 
return 

4. This Agrremrnt is nnl licrm~cd to a 5pcctfic 
prr lod a1 t i ln r  or to r c ~ u r n ~ ,  cocumenls or 
tniorrnatlon relating ia any specifrr p a r s  cr 
pr rcds .  a ~ d  11 wil l  be c w s d e r r d  10 be in 
elfect u n t ~ l  remked by an? i f  the parue,, 
hr~ir.ti.er, the ~ i lhdrdw.3  u lu r l?  party hcrelo 
shall ncr d l f r c ~  thc , \ g re r re r l r  nrnnng tbe 
rcmainlng parties 

5 Addmtinnr and changes, tnc lud in~ defin, 
t ioni ,  in the pr0:1si3ns of thib Agrvmwnt .  
mil) be made by rnu:ual iunrcn: ai the 



Appendix C 
Multistate Tax Commission 
Construction Contractor Regulation 
Adopted July 10, 1980 

Reg. IV.18.ld). Speciai Regulalion: Consliuclion 
Contiaclors. The following speclai rules are estab- 
lished in  respect to the apportionment o f  income 
of iong-term construction contractors: 

(I) In Generai. When a taxpayer elects to use the 
percentage of completion method of accounting. 
or the completed contract method o f  accounting 
far long-term contacts (construction contracts 
covering a period in excess of one year from the 
date of execution of the contract to the date on 
which the contract is finally completed and ac- 
cepted). and has income from sources both within 
and wRhout this state fram a trade or business, the 
amount of business income derived from such 
long-term contracts from sources within this sta!e 
shall be determined pursuant to this regulation. 
In such cases. the iirst step is to determine which 
portion of the taxpayer's income constitutes 
''business income" and which portion constttutes 
'nonbusiness i rwzne"  under Article IV.1 and 
Reg. IV.1 thereunder Nonbusiness income is 

sisting of property. payroll and sales regardless of 
the method of accounting for long-term contracts 
eiected by the taxpayer. The total of the property, 
payroll and sales percentages is divided by three 
to determine the apportionment percentage. The 
apportionment percentage is then applied to 
business income to determine the amount appor- 
tioned to this state. 

i ~ i l  P~rcenlaoea~Camolet ion Melhod. Under . . 4 

this method of  accounting for long-term contracts, 
the amount to be included each year as business 
income fram each contract, is the amount by which 
the gross contract price which corresponds to the 
percentage o f  the entire contract which has been 
completed during the income years exceeds al l  
expenditures made dunng the income year in con 
nection with the contract, In so doing, account 
must be taken of  the material and suppieson hand 
at the beginning and end of  the income year for 
use in  each such contract. 

Exampie: A taxpayer using the percentage of 

the busines; is conducted purs&nt to the property, 
payroll, and sales apportionment factors set forth 
in  this regulation. The sum o f ( l )  the items of non~  
business income directly allocated l o  this state, 
plus (2) the amount of business income attribut- 
able t o  this state constitutes the amount of the 
taxpayer's entire net income which is subject to 
tax by this state. 

(2) Busmess and Nonbusiness income. For definl- 
lions. rules and examples for determintng business 
and nonbusiness income see Reg. IV.1. 

(3) M e l h o d  d Arcounling and Year ollnciusion 
For generai rules of  accounting, definitions and 
methods of accounting for longterm construction 
contracts see [each state adopting this Regulation 
should insert here reference to its laws and regula- 
tlons relating in generai to accounting methods 
of reporting income from long-term contracts 
Thts Regulation assumes that the law of  the adop 
ring states permits the taxpayer l o  elect either the 
percentage o f  completion or completed contract 
method. If not, the Regulaton will habe to be 
modified t o  conform to  an  adopting state's 
accounting method lor long-term construction 
Contracts I 

(4) Apporlionrnenl ol Business hcame. 
( i) In Generai Business lncome is appor- 

tioned to this state by a three-factor formula con- 
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three years for completion, and as a f  the end o f  
the second income year the taxpayer's baaks of 
account, kept on the acciuai method, disclosed the 
foilowing: 

Rece ip ts  Expenditures -- 

End of 1st 
income year 22,500,000 $ 2 . 4 0 0 . 0 0 0  

End of 2nd 
income year 4,500.000 4 , 1 0 0 , 0 0 0  
Totals $'7.00,OOgO $ 6 5 0 0 . 0 0 0  

In computing the above expenditures, considera- 
tion was given to material and supplies on hand 
at the beglnn,ng and end of each incomc year. It 
war estimated that the contract was 30% com- 
pleted at the end of the first income year and 80% 
completed at the end of the second income year. 
The amount to be included as business income for 
the ftrst income year is 6300.000 (30% of 
29.000.000 or $2.700.000 less expenditures o l  
$2,400,000 equals $300.000) The amount to be 
included as business incomc for the second 
income year is 2400.000 (50% of $9.000.000 or 
54,500,000 less expenditures of 24,100.000 equals 
S400.000). 

(iii) Cornplelcd Conlracl Melhod. Clnder lhis 
method of  accounting bur,nesr incame derived 



from iong-term contracts is reported for the income 
year in which the contract is  finally completed and 
accepted. Therefore, a special computation is re- 
qu~red to compute the amount a l  bustne3s income 
attributable to this state from each completed con- 
tract(see subdivision (5)  of this regulation). Thus. 
al l  receipts and expenditures applicable to such 
contracts whether complete or incomplete as of 
the end ol the Income year are excluded from 
business income derived from other sources. as for 
example, short-term contracts. interest. rents. 
royalties, etc.. which is apportioned by the regular 
three-factor formula of property, payroll and sales 

(iv) Pmperty Facloi. In general the numerator 
and denominator of the property factor snall be 
determined as set forth in  Article IV.10 to 1 2 .  in- 
clus~ve, and Reg, IV lO to 1 2 .  inclusive. However, 
the following special rules are also applicable: 

(A) The average value of the taxpayer's cost 
(Including materials and labor) of  construction in 
progress. t o  the extent such costs exceed progress 
billings(arrrued or received depending on whether 
the taxpayer is on the accrual or cash basis for 
keeping its accounts) shall be included in  the 
denom!natar of the property fartor. The value o f  
any such construction costs attributable to con- 
struction projects in this state shall be included 
in the numerator of the property factor. 

Example I: Taxpayer commences a long-term 
construction project in  thls state as of the begin. 
ning of a given year. By the end o f  its second 
income year i t> equity in  the costs of production 
to be reflected in  the numeratorand denominator 
of i ts property factor for such year is computed as 
ioliaws: 

1st Year 2= 

Beginning En* -. Beginn~ng E- 

Construction costs O $1,000,000 

Progress billings 600.000 

Balance 12131-(111) 5 400,000 5 400,000 

Construclian Costs- 
Total f rom beginning 
of project $5.000.000 

Progress billings- 
Total from beginning 
of project 4.000.000 

Balance 12131 1,000,000 

Balance beginning 
o f  Year 400.000 

Total 5 1.400.000 
.. 

Average (112)-Vaiue 
used n property 
factor 5 700.000 -- 
Note: It may be necessary to  use monthly 
averages if yearly averages do not properly 
reflect the average value of the taxpayer's 
equity: see Article IV.12 and Reg. IV.12. 



Example 2: Same facts as in example 1, 
except that progress billings exceeded construc- 
tion costs. No value for the taxpayer's equity in the 
construction project is shown in the property factor 

(B) Rent paid for the use of equipment 
directly attributable to a particular construction 
project is included in the property factar at eight 
times the net annual rentai rate even though such 
rental expense may be capitalized into the cost of 
construction. 

(C) The property factor is computed in the 
same manner for all long4erm 'antract methods 
of accounting and is computed for each income 
year even though under the completed contract 
method of accounting, business income is com- 
puted separately (see paragraph 5). 

(v) Payroll Factor In general the numerator 
and denominator of the payroll factor shall be 
determined as set forth in Article IV.13 and .I4 and 
Reg. IV.13 and .14. However, the following special 
rules are also applicable: 

(A) Compensation paid employees which is 
attributable to a particular construction project i s  
included in the payroll factor evev though capital- 
ized into the cost of construction. 

(6) compensation paid employees who in the 
aggregate perform m o d  of their services in a state 
to which their employer does not report them for 
unemployment tax purposes, shall nevertheless be 
attributed to the state where the services are 
performed. 

Emmple: A taxpayer engaged in a long-term 
contract in  state X sends several key employees 
to that state to supervise the project. The taxpayer. 
for unemployment tax purposes reports these 
employees to state Y where the main office is main- 
tained and where the employees reside. For payroll 
factor purposes and in accordance with Article 
IV.14 and Reg. IV.14 thereunder, thecompensation 
is assigned to the numerator of state X. 

(C)The payroll factor is computed in the 
same manner for all long-term contract methods 
of accounting and is computed for each income 
year even though under the completed contract 
method of accounting, business income is com. 
puted separately (see paragraph 5). 

(vi) Sales Factor. in general the numerator 
and denominator of the sales factor shall bedeter- 
mined as set forth in Article IVi5 la  .17, inclusive, 
and Reg. IV.15 to .17. inclusive. However, thefallow- 
ing special rules are also applicable: 

(A) Gross receipts derived from the perfor- 
mance of a contract are attributable to this state 
i f  the construction project is located in this state. 
If the construction project is located parlly within 
and partly without this state, the gross receipts 
attributable to this state are based upon the ratio 
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which construction costs for the project in this state 
incurred during the income year bears to the total 
of construction costs for the entire project during 
the income veer or anv other method. such as ~ ~~ , ~~ 

engineering cost estimates. which will provide a 
reasonable apportionment. 

Example I: A construction project was under- 
taken in this state by a calendar year taxpayer 
which had elected one of the long-term contract 
methods of acmuntina. The foiiowina aross - - 
receipts (progress billings) were derived from the 
contract during the three income years that the 
contract was in progress. 

1st Year 2nd Year 3rd Year 

Gross 
Receipts 91,000,000 $4,000,000 13,000,000 

The oross recei~ts to be reflected in both the 
~ u 

numerator and denominator of the sales factar for 
each of the three years are the amounts shown. 

Example 2: A taxpayer contracts to build a 
dam on a river at a point which lies half within this 
state and half within state X. During the taxpayer's 
first ("come year construction costs in this state 
were $2,000,000. Total construction costs for the 
project during the income year were $3.000.000. 
Gross receipts (progress billings) for the year were 
$2.400.000. Accordingly, gross receipts of 

$2.000,000 = 66%% x $2.400.000) 
1'600'000 ($3.000,000 
are included in the numerator of the sales factor. 

181 I/ lhp perrentage olcomplel~on mernod Is 
u w d ,  the sales factor mc lud~s  only that portton 
of tne gross contract p r ' x  u h  ch corresponds to 
the percentage of the entire contract which was 
completed during the income year. 

Example: A taxpayer which had elected the 
percentage of completion method of accounting 
entered into a long4erm construction contract. At 
the end of its current income year (the second since 
starting the project) it estimated that the project 
was 30% completed. The bid price for the project 
was $9,000,000 and i t  had received $2,500,000 for 
progress billings as of the end of its current income 
year. The amount of gross receipts to be included 
in the sales factor for the current income year is 
$2,700,000 (30% of $9.000.000), regardless of 
whether the taxpayer uses the accrual method or 
the cash method of accounting for receipts and 
disbursements. 

(C)if the completed conlrad method of 
accounting is used, the sales factor includes the 
portion of the grass receipts (progress billings) re- 
ceived or accrued, whichever is applicable, during 
the income year attributable to each contract. 



Ewmpie I: A taxpayer which had elected the 
completed contract method of accounting entered 
into a long-term construction contract. By the end 
of  its current income yeai(the second since start- 
ing the project) i t  had billed, and accrued on its 
books. a total of  $5.000.000 o l  v h ~ c h  $2.000.000 
had accrued in the first year the contract was 
undertaken and $3.000.000 had accrued in the 
current (second) year. The amount of gross receipts 
to be tncluded i n  the sales factor for the current 
income yeai is $3,000,000. 

Exampie 2. Same facts as i n  example 1 
the taxpayer keeps its books on the cash 

basis and, ar of the end o f  its current income year 
had received only $2,500,000 of the $3.000.000 
billed during the current year The amount o l  gross 
receipts to be included in the sales factor for the 
current jncome year is $2,500.000. 

(D) The salcs f a c t ~ r  except as noted above in 
subparagraphs (8) and (C), is computed i n  the 
same manner. regardless of which long-term 
method of accounting the taxpayer has elected, 
and is computed for each income yeai even though 
under the completed contract method of account- 
ing. business income is  computed separately. 

(vii) Appartionmenl Percentage The total of 
the property. payroli and sales percentage is 
divided by three to determine the apportionment 
percentage. The apportionment percentage is then 
applied to business income to establish the 
amount apportioned l o  this state 

( 5 )  Cornpieled Canliacr blethod-Special Corn- 
pufalion. The completed contract method of 
accounting requires that the reporting of  income 
(or loss) be deferred unti l  the year the construc- 
tinn project is completed or accepted. Accordingly 
a separatecamputation is made for each such con- 
tract completed during the income year regardless 
o f  whether the project is located within or without 
this state, i n  order to determine the amount of  
income which is attributable to sources within this 
state. The amount of  income l rom each contract 
completed during the income year apportioned to 
this state. plus other business income apportmned 
to this state by the regular threefactor lormula 
such as interest income, rents. royaities, income 
from short term contracts, e tc ,  plus all non- 

business income ailorated to thls state is the 
measure of tax lor  the income year. 

The amount of income (or loss) f r om each con- 
tract which is derived from sources within this 
state using the compieled contract method o f  
ecmunt ing is computed as follows: 

(i) In the ("come year i n  whlch the contract is 
completed, the income (or ioss) therefrom is 
determtned. 

( i l )The income (or loss) determined at i "  
is apportioned to this state by the lol lowing 
method. 

(A) A fraction is determined for each year the 
contact was in progress. The numerator is the 
amount of construction costs paid or accrued each 
yeai the contract war in progress and the 
denominator is the total of all such construction 
costs for the project. 

(8) Each percentage determined in ' A "  is 
multiplied bi the apportlanment formula percent- 
age lor  that particular year as determined in 
subdivision (4Xv)i) of this regulation. 

(C)The percentages determined at '8'' for 
each year the contract was in progress are totaled. 
Theamount of total incorne(or loss)fiom the con- 
tract determined al "(i)" is multiplied by the total 
percentage. The resulting income (or loss) is the 
amount of  business income from such contract 
derived f rom sources within this state. 

Exampie I :  A taxpayer using the completed 
contract method of accounting for long-term 
contracts is engaged i n  three long-term contracts; 
Contract i in this state. Contract M in state X and 
Contract N i n  state Y In addition, i t  has other 
business incomeiless expenses) during the income 
year 1972 from interest, rcntr and short term con- 
tracts amounting to $500.000, and nonbusiness 
income allocable t o  this slate o f  $8.000. Dur ing 
1972 i t  completed Contract M in state X at a profit 
of f900.000. Contracts L and N in this state and 
state Y,  respectively. were not completed during 
the income year. Theapportionment percentages 
of the taxoaver asdetermined in subdivinionMYvii~ 

are as follows 



1970 1971 1972 .- - 
Apportionment percentages 30% 20' 40% 

Percentages of  construction costs 
of Contract M each year t o  totai 
construction costs-(100%) 20% 50% 30% 

The corporation's net income subject to tax in this 
state for 1972 is computed as follows: 

Business Income S ~ O ~ O  
-- 

Apportion 4090 to this state S200.000 

Add: Income from Contract M' $225- 
Total business >"come derived 
f rom sources within this state 452.000 

Add: Nonbusiness income allocated 
to this state 8.000 

Net income subject to lax $ ~ O ~ O  - 
'Incame from Cantiact M apportioned to this 
Stale: 

1970 1971 1972 Total - - - 
Apparlianment percentage 30% 20% 40% 

Percent of Contruction Costs 20% 50' 30% 100% -- - -- - 
Product 6.00% 10.00% 12.00% 28% - - ---- 

28% of 59,000 = $252.000 



Example 2: Same facts as n example I i'; i n  state Y are incomple:e in 1972. 
except tha tcur~t rd i t  L wasstarted !n 1972 in thls The corporation's net irl,urr~r subject t o  tax i n  
state. the first year the taxpayer was subject to tax lhis state far 1972 is computed as follows: 
in this state. Contract L in this state and Contract 

- - 

Business income $-0 -- 

Apportion 40% to this stale $200.000 

Add: Income from Contract M' 108,000 -- 
Total business income derived 
iron) ruurces withln this stotc $308.000 

Add: Nonbusiness income 
allocated i o  this state 8.000 

Net income subject to tax $3J6,06,0 

Yncome from Contract M apportoned to this 
state: 

1970 - 1971 - 1 9 7 2  z c  
Apportionment pcrcentagc 0 0 40% 

Percent of Construction Costs 20% 50% 30% 100% ~- 
Product 0 0 iZ.09" 12.0% -- . -- - - , .- - - . - 

120, of  900.000 = 5 108.000 

Note. Only 12% i s  used t u  detern~irrr  the state since thc co-poration wan not subject 
income derived from sources w i t h n  this to ta r  i n  this state p r m i  lo 1972. 

txarnple 3: Same facts as i n  example 1 i n  5161~5 X and Y were started in 1972 and are 
except that the fiauies relate to Contract L in this i nmmde te  
stateand 1972 is ihe first year the corporaton was 
taxable in another state (pee- Ar t id?  lV2and 3and  The corporation's net income subject t o  tax i n  

R e w l a t o n  IV 2 , 'bX l i  and 3 Contracts M and N thls rrale for 1972 is  computed si iollows. 

Apportion 40% to this state $200.000 

Add: Income from Contract L' 738.000 

Total business income derived 
i r o n  sources within this state $938,000 

Add: Nonbusincss income 
allocated to this s'ate 8,000 

Net income subject to tax 5946.000 -- 
'Income from Contract L apportioned to t h ~ s t a t e :  

1970 1971 1972 Total - -- -- 
Apportionment percentage 100% 100% 40% 

Percentage of Construction Costs 20% 50% 30% 100% -- - - ~- 
?roduct 20% 50% 12% 82% - - -- -- 

82% of 1900.000 = $738.000 
33 



-- - ~ 

(61 Cornpu!dtiun (or Year 01 WiIhda,i>ai. D ~ o l u -  contract which has beer completed from the 
!ion or Crssalton ol Business-Cornpietcd Cori1;oi-1 conrnenrenen!  thereof to the date of withdrawal. 
?lel);od. Use o f  the completed contract metbod of dissclution or cessation cf busmess exceeds ail 
sccourt inq far long-term contract, requi-es that expe~d i tu r r s  made during such period in connec- 
inromp dmved from SOUICCS wi lhn  thir state fram l ion  w l l h  edch such contract. in  so daina accounl .. . . ~ - 
von'p r.le rcrlr,l:l, I ; r-qrcw - a's 2 ~ .  I. - v x r  I--..,I !x  l a ~ r o O 1 t r r  "dlt'#31 and r~pp l 'esunhand 

onthc w e ' r  x i rd ia rs .  c \,r "I :,n - r  n .4 .  3 1  :n , r r  r r ; an:  ST: o! rnr ,#cone year lo, 
of business n t h s  state be inc!uded to the mrosuie 
of  tax far the taxable yea, d u i o y  whlch the 
corporation withdraws. dissolvr i  or ceases doinc 
business in  t h s  state 

The arnolint o f  i i r cxne (a i  loss)from ~ n c h  such 
contract to be apportioned lo  this state by the 
appwtionment method set forth in subparayraph 
(3'00 of this R e q h t m  silall be dcter! i l iwd as if 
1i.r percentage oi rornp lemn rnetilud of accourt 
~ n g  were used for ail such r imt iacts on !he dare 
of withdrawal. disroiulion or cersatmr of busmesc 
The arncunt of busmess income (0. loss) for each 
rucb contract shall be the amount by which the 
gross ~ o t i t ~ d c t  price from each such cont;act wh im 
cuiresponds to the percentage o f  the enltre 

use in  each r u m  contrai l .  

t xa rn~ ie :  A cnnstructian contraem qualified 
to d o  business in  th i r  state had elected the corn. 
p e k d  rontract mcthod oldccounting far 1ong.terrn 
rontracts. I t  was czgaged in t u o  long-term con- 
tracts. Cortrac: L in  this Staiew.3~ started i n  1971 
and cowpleled at a profit of $90C,000on 12/16/73. 
The taxpayer withdrew an 12131173. Contract N i n  
state X was started in  1972 and was incomplete 
o r  12131173. TLle apportionment percentages o f  
rhe taxpayer as determined at sdbdivision (4) of 

m orogress are as followc. 

1971 1972 1 4 7 3  To;al - - -. . - 

4ppofl ionmcnt pelcentage 30% 20% 40% 

Pe:cenlagei o f  Construction COILS. 

Contract L, t h s  %:ate 
Cuntiacl M. stale X 



The corporation had other business illcurne(net expenditures to date for Contract M(rtate X) were 
of  expenses) of $500.000 during 1972 and $300,000 for the period ended 12131173. 
$300.000 during 1973. The gross contract p k r  of The measure of tax for t h e  taxable year ended 
Contract M (state X) was $1.000.000 and i t  was 12131173 r computed as iollous: 
estimated to be 35% completed on ILl3l:73. Total 

Taxable Year 1973 

Income Income 
YEI 972 Yea11973 

Business mcorne 5500.000 $300,000 
-- -- 

Apportionment percentage 
to this state 20% 4070 -- -- - 
Amount apportioned 
to this state $100,000 $120.000 

Add: Income from contracts, 

'L (this slate) 251,000 

"M (stalr X) 6.000 - -- 

Total business income 
derived from sources 
within this state $100,000 $378.000 - -- .- - 

l n c o m c  from Contract I apportioned to thls state: 
1970 1971 1972 lotal -- - - 

Apportionment percentages 30% 20% 40% 

Percentage of construction caslr 20% 50% 30% 100% - - - -. - - - -- 
Product 60% 100% 12 0 1  28% -- - -- - -- -- -- 

2870 of $900.000 - $252.000 

'.Income from Contract M apportioned to this state: 

1 9 7 1  1 9 7 2  1 9 7 3  T o t a l  --- - -~ 

Apportionment percpntager 0 20% 40% 

Percentage of construction costs 0 10% 25% 35% -- -~ - 

Product 0 2.0% 10% i 2 0 %  . -- -- - 

120% of 150,000 = $6.C00 ............................................... 
Ca-nputation of appomonable Income from 
ConLracr M h a s 4  on percenlaqe of cornpieton 
method: 

Total Contract Pr~ce 8 1,000,000 --- -- 

tst lmaled l o  be 30% corrlpieted L 350,000 

Lerr Total expenditures to date 3 0 0 . 0 ~ 0  

Apportionable income - 5 50.000 -- 



Appendix D - - 
Multistate Tax Commission 
Railroad Regulation 
Adopted July 16, 1981 

Regulation lV. l8. [~.  Speoal Rules: Rai!raads. The 
following special rules are established in respect 
to railroads: 

(1) In General. Where a railroad has income from 
sources both within and without this state, the 
amount of business income from sources with," 
this state shall be determined pursuant l o  this 
regulation. In such cases, the first step is to deter 
mine what portion of the railroad's income consti- 
tutes "business" income and which portion 
constitutes "nonbusiness" income under Article 
IVI. and Regulation IV.1 thereunder. Nonbusiness 
income 15 directly allocable to specific states 
pursuant to the provisions of Article IV.5 to 8 .  
inclusive Business income is apportioned among 
the states in which the business is conducted 
pursuant to the property, payroll and sales appor- 
tionment factors set forth in  this regulation. The 
sum of (1) the items of nonbuslness income d i ~  
iectly allocated to this state. plus (21 the amount 
of business income attributable t o  this state con- 
stitutes the amount o f  the taxpayer's entire net 
income which is sublect to tax bv this state. 

(3) Apportionmen! ol  Business income.. 
( i) In Geneiai. The property factor shall be 

determined in  accordance with Regulation lV.10. 
to 12.. inclusive. the payroll factor in accordance 
with Regulation IV.13.. and the sales factor in 
accordance with Regulation IV.14. to .I?.. inclusive, 
except as modified in  this regulation. 

( i i) The Properly Facloi 
A. Properly Valualian. Owned property 

shall be valued at i ts original cost and property 
rented from others shall be valued at eight (8) 
timer the net annual rental rate in  accordance with 
Article l V l 1  and Regulation IVl1. Railroad cars 
owned and operated by other railroads and t e m ~  
porarily used by the taxpayer in  its business and 
for which a per diem or mileage charge is made 
are not included in the property factor as rented 
property. Railroad cars owned and operated by the 
taxpayer and temporarily used by other ra~lroads 
in  their business and far which a per diem charge 
is made by the taxpayer are included i n  th? p r a ~  
perty factor of  the taxpayer. 

6. General Deiinitions. The following 
definitions are applicable to the numeralor and 
denorrinator of the property factor. 

I .  "Original cast'' is deemed to be the 

36 
basis of the property for federal Income tax p u r ~  

poses (prior to any federal income tax adjustments 
except for subsequent capital additions, improve- 
ments thereto or partial dispositions): or. if the 
property has no such basis, the valuation o f  such 
property far Interstate Commerce Commission 
purposes. If the originai cost of property is unascer- 
tainable under the foregoing vaiuation standards, 
the property is inciuded in the property factor a t '  
its fair market value as of the date o f  acquisition 
by the taxpayer (Regulation lV.ll.(a).). 

2. "Rent" does not include the per diem 
and mileage charges paid by the taxpayer for the 
temporary use of railroad cars owned or operated 
by another railroad. 

3 T h e  "raiue'  of owned real and 
tangible personal property shall mean its a r q n a l  
cost. (See Article i V l 1  and Regulation I V I  l (a) ). 

4. "Average va iue  of praperty means 
the amount determined by areragirig the values 
at the beginning and ending of  the income tax year, 
but the [insert here the appropriate t i t le of  the 
administrative agency] may require the averaging 
of monthly values during the income year or such 
averaging as is necessary to effect properly the 
average value of the railroad's property. (See 
Article IV.12. and Regulation IV.12.) 

5 T h e  "value" of rented real and 
tangible personal property means the product o f  
eight (8) times the net annual rental rate. (See 
Article l V l l  and Regulation IVli.(b).) 

6. "Net annual rental rate" means the 
annual rental rate paid by the taxpayer less any 
annual rental rate received by the taxpayer f rom 
subrentals 

7. "Property used during the income 
year '  includes property which is available for use 
in  the taxpayer's trade or business during the 
income year. 

8. A "locomotivemile" is the move- 
ment of a locomotive (a sell-propelled unit of 
equipment designed solely for moving other equip- 
ment) a distance of one mi le  under its own pouer. 

9. A "car-mile" is a movement of a unit 
o f  car equipment a distance of one mile. 

C. The Denominator and Numeralor of 
the Properly Factor The denominator of the 
property factor shall be the average value of  all of 
the taxpayer's real and tangible personal property 
owned or rented and used during the income year 
The numerator of the property factor shall be the 
average value of the taxpayer's real and tangible 
personal property owned or rented and used in  this 
state during the income year. 



In determining the numerator of the properly 
factor. al l  property except mobile or movable 
property such as passenger cars. frelght cars. 
locomotives and freight containers which are 
located within and without this state during the 
("came year shall be  included i n  the numerator 
o f  the property factor in accordance with Ar t~c le  
l V l O  to 12.. inclus<ve. and Regulation IV lO  to .12.. 
inclusive. 

Mobile or movable property such as passenger 
cars, freight cars, locomotives and freight con- 
tainers whlch are located within and without this 
state during the income yeai shall be included in 
the numerator of the property factor in the ratio 
which locomatire-miles" and "car-miles" I" the 
state bear to the total everywhere. 

(i i i) The Payroll Faclor The denominator of 
the payroll factor is the total compensation paid 
everywhere by the taxpayer during the income yeai 
far the production of busmess income. (See 
Articles I V l 3  and 14. and Regulations IV.13. and 
.I4.)The numerator of  the payroll factor i s  the total 
amount paid i n  thisstateduring the income year 
by the taxpayer for compensation. With respect to 
all personnel except enginemen and trainmen 
performing services on Interstate trams, compen- 
sation paid to such employees shall be included 
i n  the numerator as provided #"Art ic le IV.13. and 
.14. and Regulations IV.13. and 1 4 .  

With respect to enginemen and trainmen per. 
forming services on interstate trains, compenra- 
t ion paid to such employees shall be  included i n  
the numerator of the payroll factor i n  the ratio 
which their services performed i n  this state bear 
t o  their services performed everywhere. Compen- 
sation for services performed in this state shall be 
deemed to be the compensation reported or re- 
quired to be reported by such employees far d d e r ~  
mination of their  income tax l iabil i ty to this state. 

(iv) The Sales (Reoenue) Factor. 
A. In General. Al l  revenue derived from 

transactions and activities i n  the regular course of 

the trade or bcilness o f  the taxpayer which pro- 
duces business income, except per diem and 
mileage charges whlch are collected by the tax- 
payer is included in the denominator of the 
revenue factor (See Article IV.1 and Regulation 
I V I )  

The numerator of the revenue factor 1s the total 
rewnue of the taxpayer i n  th,s state during the 
income year. The total revenue o f  the taxpayer in 
this state durlng the income year, other than 
revenue from haul>ng freight. passengers, mail and 
express, shall be attr8butable to this state in accor- 
dance with Arttcle iV.15. to 17 .  and Regulation 
IV.15. to 17 

B. Numeralor oi Sa1c.s (Rewnur)  Faclor 
imrn F i r i yh l .  Mad drld txpreih.  The total revenue 
of the taxpayer i n  this statemring the income year 
for the numerator of the revenue factor from haul- 
ing fleight, mail and express shall be attributable 
to this state as follows: 

I All receipts from shipments which 
bath or ignale and terminate within ttiis state: and 

2. That portion of  the receipts from 
each movement or shipment passtng through, into. 
or out of this state is determined by the ratio whtch 
the miles traveled by such movement or shipment 
i n  this state hear to the total miles traveled by such 
movement or shipment from pmnt o f  origin t o  
destination. 

C. ~Yurnemlo, or S a l c  (R~ijmue) Facror 
from P a s ~ ~ ~ ~ e c s ,  The numerator o f  the sales 
(revenue) factor shall include. 

1. Al l  receipts from the transportation 
of passengers (including mai l  and express handled 
i n  passenger s e r v r e )  which bath Originate and 
terminate within this slate; and 

2. That portion of  the receipts from 
the transportation of interstate passengers (includ. 
ing mail and express handled in passenger service) 
determir~ed by the ratio which revenue passenger 
miles i n  this state bear to the total everyhere.  



Appendix E - - 
Multistate Tax Commission 
Airline Regulation 
Adopted July 14, 1983 

Regulation IVl8.(e). Specral Rules: Airlines. The 
following special rules are established with respect 
to airlines: 

( I )  In General. Where an airline has income from 
sources both within and without this state, the 
amount of business income from sources within 
this state shall be determined pursuant t o  Article 
IV. of the Multistate Tax Compact except as 
modified by this regulat~on. 

(2) Apporlionmenl of Business Income. 
(i) General Definitions. The following defini- 

tions are applicable t o  the terms used i n  the 
apportionment factor descriptions. 

A. "Value" of owned real and tangible 
personal property shall mean its original cost. (See 
Article IV.11. and Regulation iVll.(aj.) 

B. "Cost o f  aircraft by type" means the 
average original cost or value of aircraft by type 
which are ready for flight. 

C. "Original cost" meanr the initial federal 
tax basis of the property plus the value o f  capital 
improvements to such property, except that, for 
this purpose. i t  shall be assumed that Safe Harbor 
Leases are not true leases and do not affect the 
original initial federai tax basis of the property. (See 
Regulation IVl l (a) . )  

D. "Average value" of property means the 
amount determined by averaging the values at the 
beginning and ending of the income year, but the 
[insert here the appropriate title of the administia- 
l ive agency] may require the averaging of monthly 
values during the income year i f  such averaging 
is necessary to reflect properly the average value 
af the airline's property (See Article IV.12, and 
Regulation iV.12.) 

E. The "value" of  rented real and tangibie 
personal property meanr the product of eight (8) 
times the net annual rental rate. (See Articie IV ll. 
and Regulation IVll.(b). j  

F. "Net annual rental rate" means the 
annuai rental rate paid by the taxpayer. 

G .  "Property used during the income 
vear" includes Drooertv which is available for use . .  , 
in  the taxpayer's trade or business during the 
income year. 

H. "Aircraft ready for f l ight"  means 
aircraft owned or acquired through ientai or lease 
(but not interchange) which are i n  the possession 
of the taxpayer and are availabie tor 5eivice on the 
taxpayer routes. 

I. "Revenue service' means the use of 
aircraft ready for flight far the production of 
revenue. 

J. "Transportat ion revenue" means 
revenue earned by transporting passengers, freight 
and mail as weil as revenue earned from liquor 
sales, pet crate rentals, etc. 

K. "Departures" means for purposes of 
these regulations al l  takeoffs, whether they be 
regularly scheduled or charter flights, that occur 
during revenue service 

(i i) Properly Facloi 
A. Property ualualion. Owned aircraft shall 

be valued at i ts original cost and rented aircraft 
shall be valued at eight (8) times the net annual 
rental rate in accordance with Article IV.11. and 
Regulation i V l l  The use of the taxpayer's owned 
or rented aircraft i n  an  interchange program with 
another air carrier wil l  not constitute a rental o f  
such aircraft by the airline to the other participat- 
ing airline. Such aircraft shall be accounted for i n  
the property factor of the owner Parts and other 
expendables, including parts for use i n  contract 
overhaul work, wil l  be valued at cost. 

B. The denommalor and numeralor of  the 

owned or rented and used during the income year 
The numerator of the property factor shall be the 
average value of the taxpayer's real and tangible 
personai proprty owned or rented and used in this 
state during the income year. 

i n  determining the numerator of the property 
factor, al l  property except aircraft ready for f l ight 
shall be included i n  the numerator o f  the property 
factor i n  accordance with Article l V l O  to .12.. 
inclusive. Aircraft ready for flight shall be included 
i n  the numerator of the property factor in the ratio 
calculated as follows: 

Departures of aircraft from iocations in this state 
welghted as to thecost and value of aircraft by type 
compared to total departures similarly weighted. 

(i i i) The Payroll Facloi. The denominator of 
the ~ a v r o i l  factor is the total cam~ensa t i on  m i d  

during the income year by the taxpayer for com- 
pensation. With respect t o  non-fllght personnel. 
compensation paid to such employees shall be 
included in the numerator as provided in Articles 
iV.13. and .l4. With respect to flight perionnel(the 
air crew aboard a n  aircraft assistino in the opera- 
tlons o f  the aircraft or the welfare of  passengers 
*bile in  the air), compensdltori paid to such 



employees shall be included in the ratio that 
departures of aircraft lrom iocat~ons in this state. 
weighted as to the cosl and value of aircraft by 
type compared to total departures similarly 
weighted, multiplied by the total flight personnel 

and activities in the regular course of the trade or 
business of the taxpayer and misceilaneous sales 
of merchandise, e t c ,  are included in the 
denominator of the revenue factor (See Article IVI. 
and Regulation IVI.) Passive income items such as 
interest. rental income. dividends, etc.. will not be 

the income year. The total revenue ofthe taxpayer 
in this state during the income year is  the result 
of the follobving calculation: 

The ratio of departures of aircraft in this stale 
weighted as to the cast and value of aircraft by 
type. as compared to total departures similarly 
weighted multiplied by the total transportation 
revenue The product of this calculation is to be 
added to any non-flight revenues directly attribu- 
table to this state. 

(31 Records. The taxpayer must mmntain the 
records necessary to arrive at departures by type 
of aircraft as used in these regulations. Such 
recordsaw to be subject to review by the respective 
state taxing authorities or their agents. 

Airline Reaulation Examoles " 
Exampie I Assume the followng facts far an adme 
for the tax year. 

1 It has ten 7475 ready for flight and in revenue 
servlce at an averaqe Der unit cost of $40.000.000 
for nine (9) 01 the Hirtiaft. It rents the remaining 
747 from another airline lor $9.000.000 per year. 
At eight times rents, the latter is valued at 
$72.000.000 for apportionment purposes. Total 
747 valuation is. therefore. $432,000,000 for pro- 
perty factor denominator purposes. 

2. It has twenty 727s ready for flight and in 
revenue service at an average per unit cost of 
$20.000.000. Total 727 valuation is. therefore. 
$400.000.000 for property factor denominator 
DUrDOSeS. . . ~~ 

3. it has nonflight tangible properly (n.t.p)valued 
at original cosl 01 $200.000.000. 

4.11 has the following annual payroll: 
Fltght personnel 5 60.000.000 
Nonilight personnel 40,000.000 

Total 5 100.000.000 
5. From its operations, it has total receipts of 

$50.000.000. business net income of 5 1,000,000 
and no nonbusiness Income. 

6. It has the following *,thin State X: 
a. 10% of its 747 flight departures 

( . l o x  432.000.000 = $43.200.000); 
b. (20% of i!s 727 flight departures 

2 0 x  400.000.000= $80,000,000): 
C .  5% of it5 nonfliqht tanqible QroDerly - . 

( n t  P I  
( 0 5  x 200,000,000 = $10,000,000); and 

d. 15% of its nonflight personnel payroll 
(. 15 x 40,000.000 = $6,000,000). 

7. State X has a comarate tax rate af 10%. 
The airline's tax liability to State X would be 

determined as lollows. 

Sales Factor: 
43,200,000 (747s) + ~ , 0 0 0 , 0 0 0  (727s) - 123,200,000 - 14,8% 

432.000.000 (747s) + 400,000,000 (727s) 832.000.000 

Payroll Factor: 
6,000.000 - (nodlight) + 8,880,000 ( 148 x 60,000.000) (flight) 14,880,000 _ ,4,88% -- 

100.000.000 100,000 000 - 
h e r a g e  Ratio: 
(property, payroll and sales factors) = 

129  + 148  + ,1488 42156 = - -  
3 3 

- 14.219 

Taxable Income in State X: 
14219 x 1.000.000 = 8142,190 

Tax Liability to Sfale X: 
10 x $142.190 = S14,219.00 



Example 2: Same facts except that paragraphs 6 
and 7 are chanqcd to read. 

6. It has the following within State Y: 
a. 6% of i ts  747 flight departures 

( 0 6 x  432,000,000 = $25,920,000) 
b. 31% of its 727 flight departures 

( 3 1  x 400,000,000 = $124,000,000) 
c 3% of its nonflight tangible property 

($6,000,000) 
d. 7% of its nonflight personnel payroll 

( 0 7  x 40.000.000 = $2.800.000) 
7. State Y has a corporate tax rate oi 6'h%. 
The airline's tax liability to State Y would be 

determined as follows: 

Properly Factor: 
25.920.000 (747s) + 124,000.000 (727s) + 6.000.000 (n.tp.) - 155.920.000 = 15,1085% 

432.000.000 (747s) + 400,000,000 (727s) + 200,000,000 1.032.000.000 

5',,.,. ,e;1< r 

25 Y'%L JOO 7 4 1 ~  E 4  000.000 7275, 149 9211 COC _ ,8 ,,, . 
432.300.r00 ,7415 4CO COC 000 (72'31 832 000 OOC 

2 8 0 0 0 0 0 i n o n r l ~ n t .  - - .- - -- . + 10811 40C 8019 A 60000000 IIrjh) _ 13611 SCO = 6114R . 
400000CO 7 60000000 100 COO 030 

Auerage Ralio: 
(property, payroll and sales factors) = 

15108 + 18019 + 15.0114 46,7391 - 
3 3 

- 15 5797% 

Taxable Income in Stale Y: 
,155797 x 1.000.000 = $155,797 

Tax Liability to SIsle Y: 
,065 x $155,797 = 510,127 



Update on Adoption of MTC Reaulations - 
(Survey) 

Ma<alion C Apportionmcn, Hailroad 
Formally Informally Formally lnbrmalll 

No NO 
h a  no 
I.:, Pi0 
N O  '(0 
*er 7" 
No YO 

Pa R o p o n i e  
NO N O  
xo 
R" No 
No No 
No N" 
NO No 
Ma No 
No No 
No' Vrr 
Pi" "40 

No No 
Na YE r 
No ha 
Pic No 
Fla No 
Nc Ver 
No No 
NO no 
Yer No 
No No 
ha ,To 
VPI No 
No No 
No Nu 
No NO 
N o  NO 

NO NO 
Nn NO 
NO N O  
No N O  
No No 

Ailil". 
Formally inlormally 

no PI" 
N o  No 
No NO 
no 30 
Ye5 No 
No no 

No Relpome 
mu NO 
No No 
N" 70 
NO No 
No No 
No NO 
Po No 
no h.. 
h0 NO 
Pin NO 
NO Ye5 
NO Ye r 
Ye5 plo 

N O  N C  
No No 
No Ye3 
No No 
NO ,NO 

Ye> hO 
NO ma 
NO NO 
Ye5 No 
NO NO 
no Nr, 
ri0 ti, 
No No 
No Na' 
NO NO 
NO no 
No No 
No NO 

Contractor N o k s  
Formally Inlorrnally 

P ( 0  NO 
ho NO 

Yo %zrorcrr 01 adop~mng mcd verilonr 
NO Na 
Yes ho  .Inand lo  adopt himally ~ a o r  
Ver ' Nu .Subnanliall> %amp 
N O  No 

h" NO 
NO NO .nu< doubse X~lllh,l me ial.r iacLor 
No No 

'Pub hi3 W d  IIi17i83: r o a c t o n  ye! 
Na 

NO 
YO 
No 
no 
*I 

r.0 

Ye5 
Yes 
Pia 
NO 
ha 
ver 
NO 
IN" 
Ye r 
YO 
NO 
7 0  
Yo 
Y O  
No 
No 
NO 
No 
hn 
NO 
No 

YOTE Newda. South Oakma. Tclol. wornlnglon and Wromlns do nor h w c  a corporatr io~ome Lax Mmchgan has a single burincr. tar r h c h  "rel a l o ~ m ~ l a  rha ~ n l ,  pantal ly  
(dkcl  .nccmc ,n,o .<count 



Appendix G 
Multistate Tax Compact Enactments 

Member States 
Alaska 
Arkansas 
California 
Colorado 
District of Columbia 
Florida 
Hawaii 
ldaho 
Illinois 
Indiana 
Kansas 
Michigan 
Minnesota 
Missouri 
Montana 
Nebraska 
Nevada 
New Mexico 
North Dakota 
Oregon 
South Dakota 
Texas 
Utah 
Washington 
West Virginia 
Wyoming 

Associate 
Member States 
Alabama' 
Alaska 
Arizona 
Arkansas 
California 
Colorado 
Georgia 
Hawaii 
ldaho 
Indiana 
Louisiana 
Maryland 
Massachusetts 
Michigan 
Minnesota 
Montana 

Effective Date 
July 1 .  1970 
Januarv 1. 1968 
~anuar; 1; 1976 
Julv 1, 1968 
JUI; 1. 1980 
August 4, 1967 
Mav 7. 1968 
~ $ 1  io, 1968 
August 4, 1967 
July 1. 1971 
Auaust 4. 1967 
JUI; 1,  1970 
Julv 1. 1982 
0ctober 13, 1967 
July 1, 1969 
October 23. 1967 
August 4, 1967 
August 4, 1967 
July 1. 1969 
Se~tember 13. 1967 
~ u i y  1, 1976 
August 4, 1967 
May 13, 1969 
August 4, 1967 
July 1, 1980 
January 24, 1969 

Effective Date 
October 17, 1967 
June 7. 1968 
June 7. 1968 
October 17, 1967 
January 23, 1968 
January 23. 1968 
June 11, 1971 
January 23. 1968 
October 17. 1967 
January 23, 1968 
October 27, 1969 
July 27, 1970 
January 23. 1968 
November 19, 1968 
January 26, 1971 
January 23. 1968 

Withdrawal Date 

June 30. 1976 

August 29. 1975 
June 30. 1977 

June 30, 1985 
June 30. 1981 

June 30. 1985 
May 27, 1977 

Withdrawal Date 

To Full Member 

To Full Member 
To Full Member 
To Full Member 

To Full Member 
To Full Member 
To Full Member 

To Full Member 
To Full Member 
To Full Member 



Associate 
Member States 
(continued) Effective Date Withdrawal Date 
New Jersey 
New York 
North Dakota 
Ohio 
Oklahoma 
Pennsylvania 
South Dakota 
Tennessee 
Utah 
Virginia 
West Virginia 
Wyoming 

October 14. 1970 
October 27. 1969 March 9. 1971 
January 23, 1968 To Full Member 
June 11. 1971 
June 25. 1964 March 1. 1977 
January 23, 1968 
October 27. 1969 To Full Member 
June 20. 1969 
January 23. 1968 To Full Member 
October 27, 1969 FY 75176 
June 7, 1968 To Full Member 
October 17, 1967 To Full Member 

'Compacf enacfed in Alabama but not effective unless and until the US. Congrerr enacts leyir la~ 
tlon speciftcally yivlny its conienl for the Stares la enter into thlr  Compact 



Appendix H 
Uniform Division of Income for 
Tax Purposes Act (UDITPA) States1 

Alabama2 Georgia' Maine New Mexico South Carolina 
Alaska3 Hawaii4 Massachusetts'Q North Carolina Tennessee 
Armona Idaho Minnesota4," North Dakota Utah4 
California Illinois Missourial2 Oklahomat5 Virginia 
Colorado4.5 Indiana4.8 Montana4 Oregon West Virginia16 
District of Columbia Kansan Nebrarka4-l3 Pennsylvania Wisconsin 
Florida6 Kentucky3 New Hampshire'* 

1. Some states have formally adopted UDITPA in full or in substantially complete lorm. Others have adopted 
statutory provisions in such a way as toaccomplish substantially the same effect as formal adoption. eg.. 
Oklahoma. West Virginia and Wisconsin. At least one state, Alabama. has accomplished the same result 
via regulation. 

2. Alabama's corporate income tax statute is vague on haw the state i s  to determine what portion of a 
corporation's income is to be attributed to the slate for tax purposes. On September 6, 1967. the Alabama 
legislature enacted the Multistate Tax Compact, which includes UDITPA. subject to congressional enactment 
af a Multistate Tax Compact consent bill. On September 12, 1967, the Alabama Department of Revenue 
promulgated regulations whch adapt the UDITPA provisions as the basis upon which to determine the amount 
of a corporation's income which i s  attributable to the state. 

3. Alaska applies special formulas to taxpayers engaged in the transportation of oil or gas by pipeline 
in Alaska andlor the production of oil or gas from a lease of property within Alaska. 

4. This state adopted UDITPA by enacting the Multistate Tax Compact. 
5 Colorado g ves the taxpayer the optmn to J,e an alterna ive iwo factor raler a ~ d  p ~ = p e ~ t \  fo rm~la  
6 Florm.3 enactea the Mutt stateTar Compact m 1969 U her it rnacteu 19 corporate ncome tax  n 1971. 

I delnru COTPA from 11s stat Aer "el. !Is corporale income tax statute is  r~bstanlmlh in arccro w th UDITPA 
Florida gives 50% weight to the sales facto;. 

7. Georgia's payroll and sales factors differ from those in UDITPA, but only slightly. 
8. Indiana retained UDITPA when it  withdrew from the Compact. 
9. Kentucky gives 50% weight to the sales factor for tax years which begin after July 31. 1985. 
10. Massachusetts Is included as a UDITPA state because is closeiy follows the UDITPA apportionment 

formula. Massachusetts adopted the three-factor formula in 1920. and UDITPA codified that formula in 1957. 
However. UDITPA adopted destination (rather than source as used in Massachusetts) for sales. conditioned 
upon the seller's being subject to the taxing jurisdiction of the destination state. In 1966, Massachusetts 
changed to the destination basis. but subject to the current modification that no-nexus sales are Massachusetts 
sales i f  they are not sold by salesmen based in a third state. Unlike UDITPA. all income including intangible 
income, is included in the apportionable income base with the sole exclusion of dividends received from 
corporations, but not trusts or DISCS, in which the receiving corporation owns more than 15% of the voting 
stock. Massachusetts gives 50% weight to sales on a dertination.only basis. 

11. Minnesota gives the taxpayer the option to use an alternative thredactor formula which gives 70% 
weight to sales on a destination-only basis. 

12. Missouri gives the taxpayer the option of using an alternative sinqle-factor formula in which 50% of . 
aa es are attrbdea on a destmatm? Das s snc 5070 on an orlg n Das s 

13 Nebrasw rera~ned I1I)ITPA alter * Indraw.ng from the Corlnvact 
14 New Hampbh re r prope.1) !actor alflers romewnat from UDITPA 
15. Oklahoma attributes income from oil, gas and lease operations on a "direct" basis. 
16. West Virginia gwer 50% weight la  the sales factor. 



Appendix I 
Sales and Use Tax Exemption Certificate 

SALES AND USE TAX CERTIFICATE 
MULTI-JURISDICTION 

,ser ,'"..,.,,dr for nr l r" r lan . i  

p I . i ~ r r  Add,e,% 1 
i. enp..ed ., . re.l.lrred 
n WM.,~.. 
3 R<,.,,., 
O ".nul.<lur.r 
C Lemor ('See now on rrrrrw side.) 
O Other(Sprl ,y)  

an4 

,, , ..,, l..cdrll*Ln. k i r x  l , r l ra i l a l r l .nd  r,llrrwllhls.h.rh"aur r r m  r .u ld* r l , "Cr  0urrh . rnI .u land  ih.!an, rvinpurr*alcrarc lor 
-holerar  ieralc, nlrrdcnls r r  r o r n p o n ~ n l l a l  a 0.- product Io  be r r d d  based er <enled in. norm., coursr rl our busnc31 Wc are  
, "  ,h. b".,nCli O, ~hol. , . inp rri.#l.ng m.nulan"rn., l r a l n g  (irnling, th. io l ioxng -- 
DIIrrlplan or B",".rr 



~ r ~ u c r s e l  

TO OUR CUSTOMERS: 

in order to comply r i lh  ihc m e p r l t y o f  state and local roles l a x  i a r  requlremenfr, we must havc In our f i ler a propci  y 
e~ccu ted  exernpwm icrt i l icare from ail o f  our customers r h o  clmm sale5 tar rxempfon .  I1 we d o  not h a w  l h l r  cer 
tiflcate, we are obiiasd to coilect the tax for ,he r!ate in w h c h  i r e  nraoerty is delivcrcd. 

Alabama IIllnoi~.. Nebraska Tennerree 
Alaska lewd.. Narada Texas 
Arizona. Kansas New M e x m  Utah 
Arkansas Malnc'. North Dakota Vermont 
Colorado Maryland O k l a h o m c  Wdsf~m.qlon 
Connccficul Marrachurefta Pennsylvania We.< Vlrginia 
D l l t r i r l  o f  Columb#a Michlgnn Rhode I3land Wixanrin..' 
Georgia Minncrota South Carolina Wyoming 
Idaho Mi r iour l  South Dakota 

.The Arizona and Oklahoma l a w  provide that arc i ler  wil l  be held Isable for rales taxdue onany r a i e ~  x l r h  resperl to 

r h K h  an clempt ion cen1ficatc is f0""d ,a be ,"valid, for vhalrver reason 
"Illinois. Iowa and Moinr  do not havc an r r c m p l i o n  an sales of prooerly for rubr tquen l  iearc or rental 

.'.Wircoorm a i l o w  this certificate to be used to claim a resale exemption only when fhc i;em will be  resold i n  the 
same farm Wisconsin doer not perm#! this ccrtlf8cata lo be used :a clarm any other (ype o f  e rempl~on.  

CAUTION TO SELLER: 

In order for the certificate lo be accepted in  good fmrh by the seller, the seller m u l l  exercile care that ,ha property 
b w q  sold i r  of a type normally sold rhole,alc. rcrold. leared. rented. or ut i lucn  nr an ingredient or component part 
o f  * pladuct  m.nufac,ured by the buyer in the vrvai  courr. or h ,  bur lncrr .  A rc11er fail ing to exercise due ra re  could 
be held liable for the raler tax due ~n some stater orc8tier. 

M i w w  01 Lhll certlflcale by the ICIE,. 1~1.0,. buyer. *5rc. or *he rep,crcn,a,,re theirof  may bepvnlrhablc b y  fin.. 
imprironment or lm of right to Issue c e r l i k a t r l  i n  same .rater or cities. 




