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The promise given was a necessity of the past: the word
broken is a necessity of the present.

- Machiavelli

The California Appellate Court decision in Gillette v. Franchise Tax Board! has
spawned a multitude of vexing issues, both within and without the state, for business
and state governments and for tax practitioners and legal scholars. The crux of the
matter - whether the Multistate Tax Compact (Compact) obligates member states to
offer its multistate taxpayers the option of using the Compact's three factor formula
or the state's own alternative formula - has its genesis in a core philosophical
promise: uniformity in the taxation of multistate businesses in exchange for fiscal
and political sovereignty. According to the court, the discipline of a Compact,
effective since 1967, remains intact and the promise understood those many years
ago is as valid today as it was then. As the myriad of tax, legal and constitutional
issues this case has created thread their way through the courts and state capitols,
interested parties would do well to look back at the reasons for the Compact's
adoption. Through this prism, one might find it difficult to reconcile the past history
with the present day statements of the FTB and the Multistate Tax Commission.
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The threat

In 1951, the U.S. Supreme Court in Spector Motor Service v. O'Connori held that
states are precluded from taxing the privilege of engaging in an exclusively interstate
business. The perspective, based on perceived Commerce Clause limitations, that a
state could not impose an income tax on a nondomiciliary engaged solely in interstate
commerce, was short lived. In 1959, the Court in Northwestern States Portland
Cement v. Minnesotati again addressed the thorny issue of multistate taxation and
for the first time made it clear that there is no Commerce Clause barrier to the
imposition of a fairly apportioned corporate income tax on interstate business carried
on within a state. The consequences of Northwestern States were extensive,
including the eventual repeal of the Spector Motor doctrine.

In addition, the case produced widespread alarm among businesses convinced of dire
consequences to the national economy resulting from taxation of corporations
carrying on interstate business. There was an outcry for federal legislation restricting
the power of states to tax interstate businesses. Congress quickly responded by
enacting one of the most vital pieces of legislation setting forth minimum standards
for the exercise of state taxing power: Public Law 86-272. Congress also authorized
the commission of a study and report by congressional committees, the outcome of
which was to be legislation establishing uniform standards for states in taxing the
income of interstate businesses. In 1964, a report, known as the Willis Report, was
issued. The Report expressed doubt that any real uniformity could be attained by
state action alone. The Report also proposed both substantive and administrative
reforms, including a recommendation giving the Treasury Department authority to
issue uniform rules and regulations governing state income taxes. Congress
thereafter proposed a number of bills that would have established a mandatory
method of apportionment and uniform definition of business income.

The promise

During this tumultuous period in state taxation, the National Conference of
Commissioners on Uniform State Laws (NCCUSL) approved the Uniform Division of
Income for Tax Purposes Act (UDITPA). In its Prefatory Note, the UDITPA drafters
noted the "need for a uniform method of division of income for tax purposes among
the several taxing jurisdictions." Under UDITPA, all business income is apportioned
to a state by multiplying the income by a fraction, the numerator of which is the
property factor, plus the payroll factor, plus the sales factor, and the denominator of
which is three (i.e., an equally-weighted three factor formula).

Although UDITPA was adopted in 1957, it initially garnered scant attention from the
states. However, with a Congressional committee recommending federal legislation
to establish a uniform state income tax base and apportionment formula, there was a
renewed interest in creating a state-level response to the concerns about the
confusing rules and regulations that governed the taxation of businesses operating in
interstate commerce. In addition, the visceral response to federal intervention in a
state's right to tax and protect political and fiscal sovereignty was palpable. The
states' answer to achieving uniformity and avoiding federal intervention was a
beautifully simple promise: we, the states, will enact a Multistate Tax Compact
ensuring greater uniformity if you, Congress, will shun further intervention into state
tax sovereignty.
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The Compact was drafted in 1966 and became effective in 1967 after seven states
adopted it, effectively quashing any additional federal legislation addressing state
taxation. And the promise was made.

In 1968, the Multistate Tax Commission, which was established by the Compact,
issued a brochure (see below) touting the benefits of membership in the Compact.
Noting what was at stake, the brochure asks: "Are the states, by cooperative action, to
adjust their taxing systems . . . and thereby keep control of this 'indispensable'
power? Or will the federal government attempt it for them and thereby take control
away from them ... ?"

The Compact includes a number of key provisions. Article IV incorporates UDITPA
nearly word for word. Article III allows multistate taxpayers to apportion or allocate
their income under formulae and rules set forth in the Compact or by any other
method available under state law. It is these very provisions that the brochure
advertises as an advantage of membership:

"Choice of Uniform Division of Income Act or state income tax allocation system . ..
Businesses required to pay income tax in more than one state or subdivision can
choose between the allocation methods of the Uniform Division of Income Act or
those of the state or subdivision."

The brochure also notes many advantages to the states, including the "preservation of
tax administration" and "single audits" under Article VIII of the Compact. This
provision, authorizing the Multistate Tax Commission to perform audits on behalf of
member states, presented the first challenge to the Compact.

The challenge

The Compact Clause of the Constitution provides "No State shall, without the
Consent of Congress . . . enter into any Agreement or Compact with another State, or
with a foreign Power . . ."iv The Multistate Tax Compact has not to this day received
congressional approval. In the matter of United States Steel Corp. v. Multistate Tax
Commissionv, the U.S. Supreme Court was asked to decide whether the Compact was
invalid because, among other things, it had not received such approval. U.S. Steel
brought the action on behalf of itself and other multistate taxpayers threatened with
audits by the Multistate Tax Commission, asking the Court to find the Compact
invalid and permanently barring its operation.

The Court affirmed a view that "the application of the Compact Clause is limited to
agreements that are 'directed to the formation of any combination tending to the
increase of political power in the States, which may encroach upon or interfere with
the just supremacy of the United States." The Court stated that "On its face the
Multistate Tax Compact contains no provisions that would enhance the political
power of the member States in a way that encroaches upon the supremacy of the
United States." As a result, the Court rejected the contention that the Compact
Clause required congressional consent to every agreement between two or more
states. The Court thus affirmed the constitutionality of the Multistate Tax Compact.
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The maneuver

Thirty five years later, the Multistate Tax Compact again is under challenge, only this
time, paradoxically, it is to uphold its core tenet: uniformity. There is general
consensus that the Compact provides certain flexibility to the states. For example,
states are permitted to set their own tax rates. However, for the Compact to have
been successful and stave off federal intervention, there had to be a certain base level
of uniformity. Indeed, it appears unlikely Congress would have accepted the premise
that uniformity was achieved if, at any time, any member could choose to vary from
any basic principle underlying the Compact. Nonetheless, the Multistate Tax
Commission has argued that such flexibility is permitted, that the goal of the
Compact was not to achieve uniformity but, rather, only to "promote" it. A
Commission representative recently opined at a roundtable discussion with
Bloomberg BNAVY! that after U.S. Steel, the Compact members did a maneuver by
departing from the initial intent of the drafters and serving more in an advisory
capacity with no mandates on what states may do.

The purpose of this article is not to address the legal aspects in Gillette. That is left
for the lawyers representing the parties. The authors merely ask that the issues be
looked at in the context of the Compact's creation, and the reasons for state adoption
presented in a brochure distributed to taxpayers by the Commission.

The 1968 Commission brochure states that "The real genius of the Compact is its look
to the future. It has a service for all states and business alike." While evaluating the
future of the Compact, the Multistate Tax Commission, legislators and tax
administrators should remember the Compact's origins.

##H#

Michael Herbert is a partner, and Bryan Mayster is a managing director, in
PricewaterhouseCoopers' State and Local Tax practice. Michael, who is based in San
Francisco, assisted in filing the claims at issue in the Gillette case before the
California court, helped develop the issue for litigation, and worked with counsel on
the case.
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. Since the pubhcatmn of thxs brochu:e the-f ol

chaﬂges ha.vc been mad

STA'I'EMENT
OF PURPOSE

To establish a Multistate Tax Commission com-
posed of the several states for the purposes of bringing
even further uniformity and compatibility to the wx
laws governing multistate businesses, to give both
business and the states a single place tw take thc:i:l
tax problems, to provide an agency thay can smdy
and make recommendations on a continuing basis
with respect to zil taxes affecting multissate busi-
nesses, to immediately adopt and place into operation
statutes and rules establishing uniformity, and to pro-
rect the fiscal and political integrity of the stares from

Federal confiscation.
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THE MULTISTATE TAX COMPACT
. . . AN EFFECTIVE ANSWER

. ; diction” to tax, rules for apportionment and the like,
The Congress, business, the cowds and evén the

no onc ¢an scan the flood of cases dealing with "jutis-

- without realizing that the opportunities for taxarion
states themsclves have asked, "Why isn't there an
. ! 11 .

: DM A © open o the Stares against common resovrces might
effective answer 0 the confusidnearising our of the -

> N ‘ ! find a more ceonomic and more effective solution
myriad of rules and regularions that govern the taxing '

o ‘ - : through negotiation than through liigation. Ar all
of businesses operating in more than one stdte?”

gvents, in view of the growing burden upon tme and

There s an effective answer, The Mulcistare Tax ) . .
feelings, as well as the cost in motey due to conflices

Compact . . . an agreement among the states to . .. .- .
P g g and the confusion arising from the administration of

equitably administer the taxation of multistate busi- . . .
independent systems of State taxation, the possibili-

ness, ‘This is a concerned effort to bring about uni-

ties of amelioration and economy tealizable rthrough

i i he fiscal and i
formity and effciency as well as prosect T s an alere use of the Compact Clause call for more in-

olitical sovereignty of the states, The Compacr is the o
P i d wpsive study, as part of 2 disciplined attack upon the

state’s answer to Federal control of stare raxing poli- " ,
&P entise tax problem.” (Felix Frankfurter and James

cies and programs.

M. Landis, “The Compact Clavse—A Study In Inrer-

The srare's right to rax is axiomaric. This right has state Adjustments,” Yale Law Journal, May 1925.)
been upheld by the United States Supreme Court The Multistare Tax Coropact is a disciplined attack

since the earliest days of our Republic. ‘The power : , .
upon the entire probiem of multistare business tax-

o tax is zealonsl arded . . . “the taxing power . i L .
v B &P ation. The Compace provides a definitive and effective

is the most jealous power of government; ir is also )
answer for both government and busingss.

least amenable to the scientific process. Nevertheless,




THE THREAT -

There are several picces of legislation now pending
before the National Congress which %ould place re-
sreictions on the adeministration of. gtate taxes, These
bills plus the suggestions of privare individuals tend
to create forces which would destroy the inde-
pendence and right, of decision ofgrate {#x admin-

e -

ISTLALOrs, -
.

L
-

The principal legislation now before Congress
(HE. 2158) would; it the name of unifc;rmity,
sharply ‘curtail the state’s jurisdiction to tax with the
necessary resulting loss in srare revenues: would create
new and extensive areas of preferential rax havens
thus’ encouraging planned tax avoidance; and destroy
the Federal system of government with the state
eventually being forced into being mere agencies of
the Federal Government.

These bills, before the 90th Congress, if ‘not passed
this time, will be introduccd again and again until
passed unloss the states take positive accion to stop
passage.

H.R. 2158 Provides for jurisdictional limitations and
regulatory provisions. This bill concerns itself wich
corporate income tax, sales and use rax, capital stock
tax and gross receipts tax. Jurisdiction would be con-
fined 1o srates ity which the firm has a business loca-
rion. (5, 968 in the Senate)

5. 927 Allow 1.C.C. common carriers to be assessed
at the lowest rate in a taxing diserice. It could subject
valnation and appraisal of cvery parcel of land in-
cluding residence o Federal jurisdiction, Gives in-
juncrive rights 1o Federal courts, (HR. 431 and
ethers in the Hooase)

H.R. 2571 Extends to insured stare banks the same
privilepes, protections and immunities available to

national banks doing business in more chan one stare.
{5. 2364 in the Senate)

H.E. 7193 Limits the imposition of state income
taxes on wages and salaries of individuals to stare of
residence. Could mean a Federal definition of resi-
dence and domicile. ((thers in the Honse)

H.R. 8389 Limirs the jurisdicrion of states to tax the
income of a member of Congress representing another
state, cerrain of his staff and specified Presidential
appointees. {Others in the House)

H.R. 8798 Provides for a system of taxarion of mon-
ies earned outside a state, { Others in the House)
H.R. 16054 Amends the Interstate Commierce and
Federal Aviation Acts so only the state of an em-
ployes's tesidence can request withholding informa-
ton and recurns of the wages of employees employed
on vehicles, traing, planes, erc., used In interstate com-
merce and only the stare of that employee's residence
may collect stare income taxes.

HER. 15932 Amends the Federal Aviation Act of
1938 to prohibit per head taxes on persons embark-
ing on aircrafr ar airporss within a state,

Under the termis of g¢urrent proposed legislation
{H.R. 2138) the Special Subcommirree on Srate Tax-
ation, can within two years after enactinent of the
bill, 2nd en recommendations of the Secretary of the
Treaguty, propose legislation which would similaely
usurp the srare’s taxing rights In the ficlds of trans-
poration, utilitiés, insurance companies, financial insti.
tutions, investment companics and holding companies.
The Committee may also delve into the Inrerstate
aspects of srate income raxes imposed on individuals

and unincorporated businesses.
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OTHER PROPOSALS
. . “

Private persons in.the field of tawatién have alo

made proposals for king the tax, adfiniscrative and

policy making funetions our of the hands of. state

tax administrators and placing them under the juris-
’ kY

diction of the Federal GOVCH!F]G'E}R‘ -

- . . il Y, - . N
At the Tax Executive Instifute’s Symposivm in

December of 1967 the following proposals were pur

forth:

1. A plan which would allow Congress to fix the
" measure of tax, the apportionment and alloca-
tion schedules used by the states and the rate

of the rax, federally prescribed and apportion-

ment and allocarion methods with standards for

their use set by a Federal administrative agency
and all regulations, Federal or state, subject to
Federal interpreration,

2. Use of the Commerce Clanse to give the Fed-
eral Government unlimited taxing powers in
the area of multistare business and unlimited
power to dictate state tax administration, There
would be no freedom of action by the states
cxcept as allowed by the Congress.

Many of these features can be accomplished by the

Mulristate Tax Commission and in a manner equi-

able o all,

WHAT'S AT STAKE?
THE “INDISPENSABLE” POWER
TO TAX

“Although many of the powers formerly exercised
by the states are transferred 1o the Governument of the
Union, yet the state governments remain and consti-
ture 2 most impottant part of our system. The power
of taxation is indispensable to their existence "
(Chief Justice Marshall in Gibbons v. Ogden, 1824)
) the taxing power of a state is one of i
attribuwes of sovercignty It exists inde.
pendently of the Constitution of the United Stares,
and underived from thar instrument , , . . And
in thus acknowledging the extent of the power to
tax belonging to the states, we have declared that it
is indispensable to their continned existence,” { Justice

Strong in Union Pacific R.R, v, Peniston, 1873)

“The formal shift in the contracrual tagging of the
salesman as ‘independent’ neither results in changing
his local function of solicitation nor bears upon its
effectiveness in securing a substanrial fow of goods

t0 permit such formal ‘Contractual shifts' to
make a constirutional differcace wonld open the gates
to the stampede of tax avoidance | . " { Justice
Clark in Seripro v, Carson, 1960)

Arc the states, by cooperative action, to adjuse their
taxing systems to the modern needs of our pational
cconomy and thereby keep control of this “indis-
pensable” power? Or will the Federal Government
atempt it for them, and thereby take control away
from them and place their taxing power at the suffer-
ance of the Federal Government? This is what's ar
srake,
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THE GOYERNORS SPEAK
ON THE ISSUES

‘The states should be free to design and make rules

%

for the equitable administration of raxes. This Multi-

state Tax Compact is a step Féwa;jd th%;. realization
I : -

of this goal . . . Stan Hhtha.:vay, Wyoming.

" the raost expeditious is the mcthroclzlology of
the Mulristare Tax Compact which provides the ma-
chinery for voluntary and collective intersrate solu-
gons . . . Orto Kerner, [linois.

The Multistatc Compact is an effore by the states

to insure that taxes are equirable ro multistate tax-

payers, and also equirable o local taxpayers and w

loval and stare governments . . . Jobn A. Love,
Colorado.

Responsible government requites us to maintaln
¢lose coneaces with those discussing state taxation of
mulristate business corporations and firms whenever
such deliberations appear likely to be productive and
beneficial to taxpayer and seate alike . .. Hulen
C. Smith, West Virginia.

The solutions of the Jegitimate problems of inter-
state taxatton lie in uniformity rather than in the
preferential exclusion of multisrare businesses from

state taxarion Ronald Reagan, Califoraia.

The Compacr is drafted in such 2 manner as o pro-
vide cquitable treatment for the multistate raxpayer
sod maintain che necésﬁary autonomy to allow state
and local governments to operate cffectively
Roger I, Branigin, Indiana.

It is just as unthinkable ro consider nationalizing
state and local raxes as nationalizing industry

Nelson Rockefeller, New York.

The states must belwilliug to assume the responsi-
bilities of self-governmene, which includes providing
adeguare Anancial resources. Only by such action
can they keep their fiscal and political independence.
The Compact provides us with the tool w© ke such
action. It is 2 test of our whole Federal system

Daniel J. Bvans, Washington.

be it further resolved by the National Gov-
ernor’'s Conference that it pledges its besc efforss to
reach an agreement among the srates on an intersrate
(tax) compact National Conference of Gov-

ernors, December 1966,
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MULTISTATE COMPACTS DO WORK

With respect 10 handling signiﬁ;.érrt lﬁroblems
which are beyond the unaided capgbil{iiiés of the reg-
ularly constimred agencies of indiv'igl_uﬂ'I state govern-
ments, the accepted instrument 18 an interdate “com-
pact or agreement. | ) .

Compact agreeme_-_né do work. Feq examiple . _.

The Incerstate Compact fox;‘.‘“t};e"Siuperv'?lsion'of Pa-
rolees and Probationers. ;bi:.mratc:s in all 50
statcs, the Commnn_wealth of Puer‘to Rico and
the Virgin Isknds, o

The Interstate Civil Defense and Disasrer Compact,
Operates in all 30 states, the Distrier of Colum-

-bia, the Commonwesalth of Puerte Rico, the
Virgin Islands and Guam.

The Vehicle Equipment Safery Compact, Enacted
by 44 states and the Distrier of Columbia

The Interstate Compact on Juveniles. In force in
47 stateg.

The Compact for Education, Operates in 36 states,
the Commonwealth of Puerro Rico, the Virgin
lslands and American Samoa.

The Interstate Compact to Conserve Oil and Gas.
Operates 1n 30 states, ‘

Presently over 144 multistatc compacts are in op-
erarion among the srates. Some compaces administer,
others regulate and still orthers act in an adviscry
capacity to their members,

The Commirtee for Economic Development has
recommended “interstate cooperation in solving mu-
rual problems be exploited acrively through intersrate
compacts, Every state should explore the opportuni-
ties for cooperation through the use of Inrerstate
compacrs.” The Cormmittee also recommends “all 50
states greatly incensify their efforts to adopt uniform

srare tax laws.”

HISTORY

The history of the Compact is the history of the
states’ struggle to save its fiscal and political inde.
pendence from the encroachments of the Federal
Government as embodied in several pieces of legisla-
tion before the Congress. This legislation PUIpOLts to

- bring about uniformity bur in reality usurps the power

of the siates in the fields of taxation and tax admin.
istration in regard to mulristate businesses.

The chronology of the Compact is as follows:

January 1966 Plan for Gompact envisioned at
meeting of the Narional Associ-
ation of Tax Administrarors.

February o
Dccember 1966 Commitiee of attorneys general
and tax administrators under the
auspices of the Council of Staee
Governments, drafred the Come
pact,

November 1966 Final drafting session held.

December 1966 Compact drafc amended and
complesed.

June 1967 Organizarional meeting, San
Francisco, Actended by 11 states
whose Legislarures had approved
the Compact,

August 4, 1967 Compact becomes legally effec-
tive.

October 1967 First-legally authorized meeting
held in Washington, D, C,

January 1968 Second regular meering held in
Kansas City, Committee assign-
ments and other plans placed
into action.

Aptil 1968 Twenty-sixth state joins Com-
pact Commission,
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ASSOCIATE MEMBERS
April, 1942

MULTISTATE TAX COMMISSION MEMBERS
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MEMBER STATES

Twenty-six states have. joined the Commission since
it was organized in June, 1967. Foutrteen states are

regular members; twelve are asgoctite mgmbers:
v “-ﬂ‘ :

e
Regular' members are states whose Legislamures have

enacted the Compact. They include:

h

Arkansas ‘ Missouri
Colorado Nebraska
Florida Nevada

* Hawaji New Mexico
Idahn Orepon
Ilinois Texas
Kansas Washington

There are two types of associate members, States
who have joined the Commission by proclamation
of their respective governors

Alaska Montana
Arizona Morth Dakota
California Pennsylvanin
Indiana Urah
Massachusetts West Virginia

and states whose Legislatures have passed the
Compact but, made adoption dependent on subse-
quent conditions.

Alabama Wyoming

ADVANTAGES TO THE STATES

Preservation of tax administration

Exchange of audit information

Single audies

Protecdon of fiscal and political sovereignty
Voluntary compliance of taxpayers

Lower ¢compliance costs

Continuous research-into multlstae ax pn.ablems

Continoous legal, technical and rtax consulting
through the use of outside advisors and exchanges

of information between the states

One agency for businesses 1o present their views,

problems and suggestions

Joint correcrive action of mulristate tax problems
Advisory administrative rules

Advisory regulations for uniform starutes

Allow for busincss cxpansion within any given

state




ADVANTAGES TO BUSINESS

One rax agency . . . i
A single place for business o bring its tax prob-
leras arising out of multistate opérations. The Com-
mission gives multistate business the Opportunity

to deal with one agency msread of Wiany-—if, some
@2 Fad -
Cases as many as 50, e " -
PR

Elimiué‘tion of charges for gut-of-state audis . . .
The”Commission can conduct one audit of a tax-
payer doing business’ in more than one stare or
subdivision. This information is available to the
states in which he does businegs or the United
States for tax purposes only. The taxpayer is noe
charged for the cost of an andit. The states re-
questing the audit are charged for the actual costs
incurred,

Provide credits for sales taxes previously
paid . ‘
To prevent duplicative taxarion of areicles acquired
outside the srare, an offset is specifically allowed
against the use tax for sales or use taxes paid on
the same property to any other state or subdivision,

Choice of Uniform Division of Income Act or

state income tax allocation system , , .
Businesses required to pay income tax in more than
one state or subdivision ¢an choose berween the
allocation methods of the Uniform Division of
Income Act or those of the state or subdivision.

Prevents overlapping and duplicate taxes . . .

The Uniform Division of Income Act and the sales
and use tax credits are examples of methods used
20 prevent overlapping and duplicate raxes,

Solve interjurisdictional problems . .

Business can request an arbitration board be con-
vened to scttle disputes over apportionment and

allocation of taxes. The business may appeal o the
Board from the final administrative derermination
of 2 state. This article goes into efect when the
Commission, by the adoption of a regulation, de-
termines there is a need for it. The ruling of the
Beard is binding on all Compact states in which
the raxpayer does business.

One audir for all states . ,
Allows the multistate taxpayer the advantage of
having just onc audit which can he used by all
party states for rax purposes only,

Simplified reporting
Developrment of methods to simplify the reporting
of taxes when more than one state or subdivision
is involved will benefit business, The provision
allowing businesses with sales of $100,000 or less
to pay a flat rate on the basis of percentage of
volume is an example of this simplification.

Standard forms
One of the advantages to business will be the use
of standard forms for reporting among the states.
This standardization is another step rowards uni-
formity and simplification.

Uniform regulations . . |,
Uniformity is aided by the making of advisory
administrative regulations applicable to any upni-
form provisions of statutory law.

Uniform procedures . . .
Procedures for reporting, allocating and collecting
of taxes of multistate businesses operating in more
than one stare or subdivision would be standard-
ized,




THE MULTISTATE TAX COMPACT
. . . A’BRIEF SUMMARY

The Multistate Tax Compact fig-éﬂmposcd of two
Pazts; the Compact itself, consisting of ‘12 Bpticles,
and the accompanying “Enabling” legislation,
ARTICLE 1 . . . R

Statemnents of Purpose 0 4
-

L.
“ARTICLE 11
Definitions

ARTICLE 111
Allows 2 taxpayer whose ner income s taxable in
more than one state to elect 1o apportion and al-
locate his income on the basis of the apportionment
policies of the state or subdivisions, or alternatively
on the basis of the Uniform Act conrained in "
Arricle 1V,
Provides a simple way for companics wich sales of
$100,000 or less to Pay fla rate on the. basis of the
percentage of volume and wirhoue having to file a
complicated return,

ARTICLE IV
The Uniform Division of Income for Tax Purposes
Act,

ARTICLE v
Provides for a claim for credit of sales or use taves
on propetty subjucted to the same tax in another
state of subdivision,

. -

Recognires resale or exemption certificates accepred
and received by a vendor from g purchaser which
relieves the vendor of liability for u sales or yse
tax on the transaction,

ARTICLE VI
The organization and management of the Multstare
Tax Commission. The Commission is made up
of a represennative from each member state who is
the head of that sree’s raxing agency,

PERELE CE R D

Provides for annal reports 16 the Governor and
Legislature of member stares,

Provides for an Executive Director 1o handle day-
to-day business of the Commission.

Provides for the study of state and local rax systems
and particalar types of taxes.

Provides for the development and tecommendation
of proposals which would incressc uniformity and
simplify and improve tax laws and administsation,

ARTICLE VII
Provides for the adoption of regulations which will
give a uniform interpreration of wniform or sim.
llar tax laws. These regulztions will he binding
on states adopting them.

ARTICLE VIII
Mulcistate audits, Permits one audit of a multistate
taxpayer by the Commission and made available
*0 party seates for tax purpeses only. Each state
must specifically adopt this article.

ARTICLE X

Provides for an “Arbitrarion” procedure which will
give the wxpayer a forum within which o have
uniform determination as ro apportionment, which
will be binding on all Compace states in which the
taxpayer does business,

This article goes into effect when the Commission,
by the adoption of a regulation, determines there
15 2 need for jr. ‘

ARTICLE X
Explains when Compact enters into force and how
members may withdraw from the Compact,

ARTICLE X1
Effect of Compact on other laws.,

ARTICLE XII
Construction and Severability,




CDDPERATION WITH BUSIN ESS

To better undersrand the tax problems of business
in regard to their multistate opérations, the Commis:
sion has maintained contact with “vatious businesses
znd busme55 orgamzatmns since irs inception, This
liaison with busmcss has been- -an asser, to the Com-
mission and underlines the - phrlosnth of ﬁnding
equirablé and just methods of resolving the tax prob-
lems of multiseate busmess::s

Business organlzanons who have sent chservers
to Commission meetings are:

‘Advisory Commission on Intergovernmental Re-
lations

American Arbirration Association
Arnerican Bar Association

American Instirate of Certified Public Account-
ants

Buregu of Narional Affairs

Chamber of Commerce of the United Stares
Columbia Broadceasting System
Commerce Clearing House, Ine,
Council of State Governments
Montgomery Ward

Monsanto Company

National Association of Manufzcturers
Mational Retail Merchanes Associarion
Prentice-Hall, Incorporated

Tax Bxecutives Instirure

Various Local Chambers of Commerce
Various State Bar Associations

Weyerhaeuser Company

ADVISORS AND CONSULTANTS

A distinguished group of men, prominent in busi-
ness and academic circles, serve ag advisors and con-
sultants o the Multistate Tax Commission.

¢ Charles B. Bayly, Jr.
Tax Counsel, Columbia Broadcasting Systern

* Robert Coulson

Executive Vige Presidenr, American
Arbiration Association

s John Due

Professor of Economics, Universiey of Hlinois

Lee Hill
General Tax Counsel

L ]

Humble Ol & Refining Company

Max Kaminoff

Attorney, Bogle, Gares, Dobrin, 'Wakefield &
Long, Seatde

Art McCourt

Assistant to the Controller, Weyerhaeuser
Company, Representing the Tax Executives
Institute

William Pierce

Professor, University of Michigan Law School
President, National Conference of Cormmis.
sioners on Uniform Srate Laws

Daonald H. Webster

Professor of Political Science, University of
Washington
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INTEREST AMONG NON—MEMBER
. STATES. .

Enchusiastic acceptance of tﬁc,‘hompmt method
and the Mulristate Tax Coxn:ﬁissilslz1 a5 4n =nsWer 10
the probler!{é of gniférmity of\\‘s\rfte tax laws and as
a buffer‘against lgederal enéi‘d;.c‘;'_sliﬁent"c‘:h the texing
powers, of the states has been c;;cprcsscd by an_'intcrcst.
in the Compact on thé part 65 a. latge-numbex r;>f
stare. Along with the 26 states who are now mem-

bers of the Commission, 16 others have sent observers

to Commission meerings.

e

A LOOK TO THE FUTURE

The Compact and the resulting Multistate Tax
Commission are not just instruments of today, They
are the vehicles on which tide the tax problems of
tommorrow. The Comemission offers the most exciting
promise for progress in the field of multistare tax-
ation.

The research program of the Commission will be
able to identify problems of the future and provide
for its members alternatives for problem solution,
either on an individual basis or through cooperative
action. The Commission will be a vehicle through
which the smates can exchange informarion and de-
velop new cooperative progfams not yet visualized,

The real genins of the Compact is its Iook to the

furure. It has a service for all states and buginess

alike,




MULTISTATE TAX COMMISSION
OFFICERS

George Kinnear, Chaiéman
- Director, Deparcment of Reveaue
State of Washiogron

Thomas A. David, Vice Chamrman
Dirccror, Departiment of Revenne
State of Missour:

F. H. W. Hoctlke, Treasurer
Chairman, Stawe Pax Commission
Seate of Oregon

EXECUTIVE COMMITTEE

James T, McDenald
Director, Department of Revenue
Stute of Kansas

F A Vigil
Commissioner of Revenue
Stare of New Mexico

Kennerh Kimbro
Chief Clerk and Tax Adminiseeator
State of Texas

J. Ed Straughn
Director, Srace Revenue Commission
Stace of Florida

5. Ed Tveden

Acting Director and Scererary
Multistate Tax Commission
¢/0 Deparunent of Revenue
Washington State

Olympia, Washington 98501

Telephone: (206) 753.5526




MULTISTATE TAX COMMISSION
OFFICERS

George Kinnear, Chattman .
. R
. Direceor, Departmzht of Revemue
Btate of Washingron

Thomas A: David, Vice Chairman.

Ditector, Department of Revenne
State of Missouri

E. H. W. Hoefke, Treaswrer

Chairman, Stare Tax Commission
Stare of Oregon

EXECUTIVE COMMYTTEE

James T, McDonald

Direcror, Department of Revenue
State of Kansas

F. A Vigil
Commissioner of Revenye
State of New Mexico

Kenneth Kimbro

Chief Clerk and Tax Administraror
State of Texas

J. Ed Straughn

Director, State Bevenue Commission
State of Florida

: Acrmg Director-and! Secreuﬂ.ry"f

- "~ Multistate . Tax. Commission A
/o Department of Rcvenuc '
o Washington State ~ -
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