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Referred: State Affairs
and Judiciary

IN THE S E N A T E  BY J O S E P H S O N

S E N A T E  B I L L  NO. 160 

IN T H E  L E G I S L A T U R E  OF T H E  S T A T E  OF A L A S K A  

S I X T H  L E G I S L A T U R E  - F I R S T  SESSION 

A B I L L

For an Act entitled: " A n  Act r e l a t i n g  to the a do ption of the M u l t i s t a t e

T a x  Compact; and p r o v i d i n g  for an e f f e c t i v e  date."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF T H E S T A T E  O F  ALASKA:

* S e c t i o n  1. AS 43.20 is a m e n d e d  by a d d i n g  new s e c t i o n s  to read:

A R T I C L E  6. M U L T I S T A T E  T A X  COMPACT.

Sec. 43.20.400. COMPACT. Th e  M u l t i s t a t e  Tax C o m p a c t  is he r e b y e n­

acted into law and entered Into  w i t h  all j u r i s d i c t i o n s  l e g a l l y  J o i n i n g

th e r e i n ,  in t^e f o r m  s u b s t a n t i a l l y  as follows:

A R T I C L E  1. PURPOSES.

The purposes of this compact are to:

1. Facilitate proper determination of State and local tax liability 

of multistate taxpayers, Including the equitable apportionment of tax 

bases and settlement of apportionment disputes.

2. Promote uniformity or compatibility in significant components 

of t a x  systems.

3 . F a c i l i t a t e  t a x p a y e r  c o n v e n i e n c e  and compliance in the filing of 

t a x  r e t u r n s  a n d  i n  o t h e r  p h a s e s  of tax administration.

4 . A v o i d  d u p l i c a t i v e  t a x a t i o n .

A R T I C L E  I I .  D E F I N I T I O N S .

. As u s e d  i n  t h i s  c o m p a c t :

1 . " S t a t e "  m ean s  a  s t a t e  o f  t h e  U n i t e d  S t a t e s ,  t h e  D i s t r i c t  o f

C o l u m b i a ,  t h e  C om m onw ea l th  O f  P u e r t o  R i c o ,  o r  a n y  T e r r i t o r y  o r

g o v e r n m e n t a l  u n i t  o r  s p e c i a l  d i s t r i c t  o f
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a State.

3. "Taxpayer" means any corporation, partnership, firm, association, 

governmental unit or agency or person acting as a business entity In more 

than one State.

H. "Income tax" means a tax Imposed on or measured by net Income 

Including any tax Imposed on or measured by an amount arrived at by 

deducting expenses from gross Income, one or more forms of which expenses 

are not specifically and directly related to particular transactions.

5. "Capital stock tax" means a tax measured in any way by the 

capital of a corporation considered in its entirety.

6. "Gross receipts tax" means a tax, other than a sales tax, which is 

imposed on or measured by the gross volume of business, in terms of gross 

receipts or in other terms, and in the determination of which no deduction 

is allowed which would constitute the tax an income tax.

7. "Sales tax" means a tax imposed with respect to the transfer for 

a consideration of ownership, possession or custody of tangible personal 

property or the rendering of services measured by the price of the tangible 

personal property transferred or services rendered and which is required

by  S t a t e  o r  l o c a l  l a w  t o  b e  s e p a r a t e l y  s t a t e d  f r om  t h e  s a l e s  p r i c e  b y  t h e  

s e l l e r ,  o r  w h i c h  I s  c u s t o m a r i l y  s e p a r a t e l y  s t a t e d  f r o m  t h e  s a l e s  p r i c e ,  b u t  

d o e s  n o t  i n c l u d e  a  t a x  Im p o s e d  e x c l u s i v e l y  o n  t h e  s a l e  o f  a  s p e c i f i c a l l y  

i d e n t i f i e d  c o m m od i t y  o r  a r t i c l e  o r  c l a s s  o f  c o m m o d i t i e s  o r  a r t i c l e s .

8 .  " U s e  t a x "  m ean s  a  n o n r e c u r r i n g  t a x ,  o t h e r  t h a n  a  s a l e s  t a x ,  w h i c h

( a )  i s  im p o s e d  o n  o r  w i t h  r e s p e c t  t o  t h e  e x e r c i s e  o r  e n j o y m e n t  o f  a n y  

r i g h t  o r  p o w e r  o v e r  t a n g i b l e  p e r s o n a l  p r o p e r t y  i n c i d e n t  t o  t h e  o w n e r s h i p ,

p o s s e s s i o n  o r  c u s t o d y  o f  t h a t  p r o p e r t y  o r  t h e  l e a s i n g  o f  t h a t  p r o p e r t y  f r o m  

a n o t h e r  i n c l u d i n g  a n y  c o n s u m p t i o n ,  k e e p i n g ,  r e t e n t i o n ,  o r  o t h e r  u s e  o f

t a n g i b l e  p e r s o n a l  p r o p e r t y  a n d  ( b )  i s  c o m p l e m e n t a r y  t o  a  s a l e s  t a x .

9 . " T a x "  m e a n s  a n  i n c o m e  t a x ,  c a p i t a l  s t o c k  t a x ,  g r o s s  r e c e i p t s  t a x ,
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sales tax, use tax, and any other tax which has a multistate Impact, except 

that the provisions of Articles III, IV and V of this compact shall apply 

only to the taxes specifically designated therein and the provisions of 

Article IX of this compact shall apply only ln respect to determinations 

pursuant to Article IV.

ARTICLE III. ELEMENTS OF INCOME TAX LAWS.

TAXPAYER OPTION, STATE AND LOCAL TAXES.

1. Any taxpayer subject to an income tax whose income is subject 

to apportionment and allocation for tax purposes pursuant to the laws of 

a party State or pursuant to the laws of subdivisions in two or more party 

States may elect to apportion and allocate his income in the manner pro­

vided by the laws of such State or by the laws of such States and subdivi­

sions without reference to this compact, or may elect to apportion and 

allocate in accordance with Article IV. This election for any tax year 

may be made in all party States or subdivisions thereof or in any one or 

more of the party States or subdivisions thereof without reference to the 

election made in the others. For the purposes of this paragraph, taxes im­

posed by subdivisions shall be considered separately from State taxes and 

the apportionment and allocation also may be applied to the entire tax 

base. In no instance wherein Article IV is employed for all subdivisions 

of a State may the sum of all apportionments and allocations to subdivi­

sions within a State be greater than the apportionment and allocation that 

w o u l d  b e  assignable to that State if the apportionment or allocation were 

b e i n g  m a d e  with respect to a State income tax.

TAXPAYER O P T I O N ,  SHORT  FORM .

E a c h  p a r t y  S t a t e  o r  a n y  s u b d i v i s i o n  t h e r e o f  w h i c h  im p o s e s  a n  i n -  

j c om e  tax S h a l l  p r o v i d e  b y  l a w  t h a t  a n y  t a x p a y e r  r e q u i r e d  t o  f i l e  a  r e t u r n ,  

' w h o s e  o n l y  a c t i v i t i e s  w i t h i n  t h e  t a x i n g  j u r i s d i c t i o n  c o n s i s t  o f  s a l e s  a n d  do| 

n e t  i n c l u d e  o w n in g  o r  r e n t i n g  r e a l  e s t a t e  o r  t a n g i b l e  p e r s o n a l  p r o p e r t y ,
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a nd  w h o se  d o l l a r  v o l u m e  o f  g r o s s  s a l e s  made d u r i n g  t h e  t a x  y e a r  w i t h i n  

t h e  S t a t e  o r  s u b d i v i s i o n ,  a s  th e  c a se  may b e ,  i s  n o t  i n  e x c e s s  o f  $ 1 0 0,00 0  

may e l e c t  t o  r e p o r t  and pay any t a x  due on t h e  b a s i s  o f  a p e r c e n t a g e  o f  

s u c h  v o l u m e ,  and s h a l l  a d o p t  r a t e s  w h ic h  s h a l l  p ro d u c e  a t a x  w h ic h  r e a s o n ­

a b l y  a p p r o x i m a t e s  t h e  t a x  o t h e r w i s e  due. T h e  M u l t i s t a t e  Ta x  C o m m i s s io n ,  

n o t  m o re  t h a n  once i n  f i v e  y e a r s ,  may a d j u s t  t h e  $ 1 0 0 ,0 0 0  f i g u r e  i n  o r d e r  

t o  r e f l e c t  s u c h  c h a n g e s  a s  may o c c u r  i n  t h e  r e a l  v a l u e  o f  t h e  d o l l a r ,  and

s u c h  a d j u s t e d  f i g u r e ,  u p o n  a d o p t i o n  by t h e  C o m m i s s io n ,  s h a l l  r e p l a c e  th e  

$ 1 0 0 , 0 0 0  f i g u r e  s p e c i f i c a l l y  p r o v i d e d  h e r e i n .  Each  p a r t y  S t a t e  and s u b ­

d i v i s i o n  t h e r e o f  may make t h e  same e l e c t i o n  a v a i l a b l e  t o  t a x p a y e r s  ad­

d i t i o n a l  t o  t h o s e  s p e c i f i e d  l n  t h i s  p a r a g r a p h

COVERAGE

N o t h i n g  in t h i s  A r t i c l e  r e l a t e s  t o  t h e  r e p o r t i n g  o r  p a y m e n t  o f

other than an income tax

A R T IC L E  I V .  D I V I S I O N  OP INCOME

1. As used In this Article, unless the context otherwise requires:

(a) "Business income" means income arising from transactions 

and activity in the regular course of the taxpayer's trade or business and 

includes income from tangible and intangible property if the acquisition, 

management, and disposition of the property constitute integral parts of 

the taxpayer's regular trade or business operations.

■> (b )  " C o m m e r c i a l  d o m i c i l e "  m ean s  t h e  p r i n c i p a l  p l a c e  from w h i c h

; t h e  t r a d e  o r  b u s i n e s s  o f  t h e  t a x p a y e r  i s  d i r e c t e d  o r  m an a g e d .
•) ! '  I

( c )  " C o m p e n s a t i o n "  m ean s  w a g e s ,  s a l a r i e s ,  c o m m i s s i o n s  and  an y
| ■

o t h e r  f o rm  o f  r e m u n e r a t i o n  p a i d  t o  e m p l o y e e s  f o r  p e r s o n a l  s e r v i o e s .  

(d )  " F i n a n c i a l  o r g a n i z a t i o n "  m e a n s  any bank„ t r u s t  company,
S /"  •• • • ' •■ V- . .................

s a v i n g s  b a n k ,  i n d u s t r i a l  b a n k ,  l a n d  b a n k ,  s a f e  d e p o s i t  c o m p an y ,  p r i v a t e
; . v - !-
; b a n k e r ,  s a v i n g s  a n d  l o a n  a s s o c i a t i o n ,  c r e d i t  u n i o n ,  c o o p e r a t i v e  b a n k ,  

s m a l l  l o a n  c om p an y ,  s a l e s  f i n a n c e  c om p an y ,  i n v e s t m e n t  c o m p an y ,  o r  a n y
: . • • . ■ . *
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type of insurance company.

(e) "Nonbusiness income" means all income other than business

Income.

(f) "Public utility" means any business entity (1) which owns or 

operates any plant, equipment, property, franchise, or license for the 

transmission of communications, transportation of goods or persons, ex­

cept by pipe line, or the production, transmission, sale, delivery, or 

furnishing of electricity, water or steam; and (2) whose rates of charges 

for goods or services have been established or approved by a Federal, State 

or local government or governmental agency.

(g) "Sales" means all gross receipts of the taxpayer not allocated 

under paragraphs of this Article

(h) "State" means any State of the United States, the District of 

Columbia, the Commonwealth of Puerto Rico, any Territory or Possession of 

the United States, and any foreign country or political subdivision 

thereof.

(i) "This State" means the State in which the relevant tax return 

is filed or, in the case of application of this Article to the apportionment 

and allocation of income for local tax purposes, the subdivision or local 

taxing district in which the relevant tax return is filed.

2 . Any t a x p a y e r  h a v i n g  in c om e  f r om  b u s i n e s s  a c t i v i t y  w h i c h  i s  t a x ­

a b l e  b o t h  w i t h i n  a n d  w i t h o u t  t h i s  S t a t e ,  o t h e r  t h a n  a c t i v i t y  aB a  f i n a n c i a l  

o r g a n i z a t i o n  o r  p u b l i c  u t i l i t y  o r  t h e  r e n d e r i n g  o f  p u r e l y  p e r s o n a l  s e r v i c e s  

b y  a n  i n d i v i d u a l ,  s h a l l  a l l o c a t e  a n d  a p p o r t i o n  h i s  n e t  i n c o m e  a s  p r o v i d e d  

i n  t H l a  A r t i c l e .  I f  a  t a x p a y e r  h a s  i n c o m e  from  b u s i n e s s  a c t i v i t y  a s  a  p u b l i c  

u t i l i t y  b u £  d e r i v e s  t h e  g r e a t e r  p e r c e n t a g e  o f  h i s  i n c o m e  f r om  a c t i v i t i e s  

e u b ' j e t ' t  t o  t ’h i s  A r t i c l e - ,  t h e  t a x p a y e r  may e l e c t  t o  a l l o c a t e  and  a p p o r t i o n

M e  e n t i r e  r tet in c o m e  a s  p r o v i d e d  i n  t h i s  A r t i c l e .
.

3. F o r  purposes o f  a l l o c a t i o n  a n d  a p p o r t i o n m e n t  o f  In c o m e  u n d e r
i- ■ •'
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this Article, a taxpayer is taxable in another State if (1) in that State 

he is subject to a net income tax, a franchise tax measured by net income, 

a franchise tax for the privilege of doing business, or a corporate stock 

tax, or (2) that State has jurisdiction to subject the taxpayer to a net 

income tax regardless of whether, in fact, the State does or does not.

4. Rents and royalties from real or tangible personal property, . 

capital gains, interest, dividends or patent or copyright royalties, to the 

extent that they constitute nonbusiness income, shall be allocated as 

provided in paragraphs 5 through 8 of this Article.

5. (a) Net rents and royalties from real property located in this 

State are allocable to this State.

(b) Net rents and royalties from tangible personal property are 

allocable to this State: (1) if and to the extent that the property is

utilized in this State, or (2) in their entirety if the taxpayer's commer­

cial domicile is in this State and the taxpayer is not organized under the 

laws of or taxable in the State in which the property is utilized.

( c )  T h e  e x t e n t  o f  u t i l i z a t i o n  o f  t a n g i b l e  p e r s o n a l  p r o p e r t y  i n  a  

S t a t e  i s  d e t e r m i n e d  b y  m u l t i p l y i n g  t h e  r e n t s  a n d  r o y a l t i e s  b y  a  f r a c t i o n ,  

t h e  n u m e r a t o r  o f  w h i c h  i s  t h e  num ber  o f  d a y s  o f  p h y s i c a l  l o c a t i o n  o f  t h e  

p r o p e r t y  i n  t h e  S t a t e  d u r i n g  t h e  r e n t a l  o r  r o y a l t y  p e r i o d  i n  t h e  t a x a b l e  

y e a r  a n d  t h e  d e n o m i n a t o r  o f  w h i c h  i s  t h e  n um b er  o f  d a y s  o f  p h y s i c a l  l o ­

c a t i o n  o f  t h e  p r o p e r t y  e v e r y w h e r e  d u r i n g  a l l  r e n t a l  o r  r o y a l t y  p e r i o d s  i n  

t h e  t a x a b l e  y e a r .  I f  t h e  p h y s i c a l  l o c a t i o n  o f  t h e  p r o p e r t y  d u r i n g  t h e  

r e n t a l  o r  r o y a l t y  p e r i o d  i s  u n kn ow n  o r  u n a s c e r t a i n a b l e  b y  t h e  t a x p a y e r ,  

t a n g i b l e  p e r s o n a l  p r o p e r t y  i s  u t i l i z e d  i n  t h e  S t a t e  l n  w h i c h  t h e  p r o p e r t y  

w a s  l o c a t e d  a t  t h e  t i m e  t h e  r e n t a l  o r  r o y a l t y  p a y e r  o b t a i n e d  p o s s e s s i o n .

6 .  ( a )  C a p i t a l  g a i n s  a n d  l o s s e s  f r o m  B a l e s  o f  r e a l  p r o p e r t y  l o c a t e d  

i n  t h i s  S t a t e  a r e  a l l o c a b l e  t o  t h i s  S t a t e .

:

( b )  C a p i t a l  g a i n s  a n d  l o s s e s  f r o m  s a l e s  o f  t a n g i b l e  p e r s o n a l
V - : . ’ • ‘
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property are allocable to this State if (1) the property had a situs in 

this State at the time of the sale, or (2) the taxpayer's commercial 

domicile is in this State and the taxpayer is not taxable ln the State in 

which the property had a situs.

(c) Capital gains and losses from sales of intangible personal 

property are allocable to this State if the taxpayer's commercial domicile 

is in thi3 State.

7. Interest and dividends are allocable to this State if the taxpayer'} 

commercial domicile is in this State.

8. (a) Patent and copyright royalties are allocable to this State:

(1) if and to the extent that the patent or copyright is utilized by the 

payer in this State, or (2) if and to the extent that the patent or copy­

right is utilized by the payer ln a State in which the taxpayer is not 

taxable and the taxpayer's commercial domicile is in this State.

(b) A patent is utilized in a State to the extent that it is 

employed in production, fabrication, manufacturing, or other processing in 

the State or to the extent that a patented product is produced in the 

State. If the basis of receipts from patent royalties does not permit 

allocation to States or if the accounting procedures do not reflect States 

of utilization, the patent i3 utilized in the State in which the taxpayer's 

commercial domicile is located.

( c )  A c o p y r i g h t  i s  u t i l i z e d  i n  a  S t a t e  t o  t h e  e x t e n t  t h a t  printing I 

o r  o t h e r  p u b l i c a t i o n  o r i g i n a t e s  i n  t h e  S t a t s .  I f  t h e  b a s i s  d f  r e c e i p t s  from 

o o p y r l g h t  r o y a l t i e s  d o e s  n o t  p e r m i t  a l l o c a t i o n  t o  S t a t e s  o r  if t h e  a c c o u n t ­

i n g  p r o c e d u r e s  d o  n o t  r e f l e o t  S t a t e s  o f  u t i l i z a t i o n *  t h e  c o p y r i g h t  i s  

u t i l i z e d  l n  t h e  S t a t e  i n  w h l o h  t h e  t a x p a y e r ' s  c o m m e r c i a l  d o m i c i l e  i s  l o c a t e d . }

9 .  A l l  b u s i n e s s  in c o m e  s h a l l  b e  a p p o r t i o n e d  t o  t h i s  S t a t e  b y  m u l t i ­

p l y i n g  t h e  I n c o m e  b y  a  f r a c t i o n .« t h e  n u m e r a t o r  O f  W h ic h  i s  t h e  p r o p e r t y

f a c t o r  p l u s  t h e  p a y r o l l  f a c t o r  p l u s  t h e  s a l e s  f a c t o r ,  a n d  t h e  d e n o m i n a t o r
J,v\yV,'v 
•»;< .. .
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of w h i c h  i s  t h r e e .

10. T h e  p r o p e r t y  f a c t o r  i s  a f r a c t i o n ,  t h e  n u m e r a t o r  o f  w h i c h  i s  t h e  

a v e r a g e  v a l u e  o f  t h e  t a x p a y e r ' s  r e a l  a n d  t a n g i b l e  p e r s o n a l  p r o p e r t y  ow n ed  

o r  r e n t e d  a n d  u s e d  l n  t h i s  S t a t e  d u r i n g  t h e  t a x  p e r i o d  and  t h e  d e n o m i n a t o r  

o f  w h i c h  i s  t h e  a v e r a g e  v a l u e  o f  a l l  t h e  t a x p a y e r ' s  r e a l  a n d  t a n g i b l e  

p e r s o n a l  p r o p e r t y  owned o r  r e n t e d  and u s e d  d u r i n g  t h e  t a x  p e r i o d .

11. P r o p e r t y  owned by  t h e  t a x p a y e r  i s  v a l u e d  a t  i t s  o r i g i n a l  c o s t .

P r o p e r t y  r e n t e d  by th e  t a x p a y e r  i s  v a l u e d  a t  e i g h t  t im e s  t h e  n e t  a n n u a l  

r e n t a l  r a t e .  N e t  a n n u a l  r e n t a l  r a t e  i s  t h e  a n n u a l  r e n t a l  r a t e  p a i d  b y  t h e  

t a x p a y e r  l e s s  any a n n u a l  r e n t a l  r a t e  r e c e i v e d  by t h e  t a x p a y e r  from  s u b ­

r e n t a l s  .

12. T h e  a v e r a g e  v a l u e  o f  p r o p e r t y  s h a l l  be d e t e r m i n e d  by a v e r a g i n g

t h e  v a l u e s  a t  t h e  b e g i n n i n g  an d  e n d in g  o f  t h e  t a x  p e r i o d  b u t  t h e  t a x  a d ­

m i n i s t r a t o r  may r e q u i r e  t h e  a v e r a g i n g  o f  m o n t h ly  v a l u e s  d u r i n g  t h e  t a x  

p e r i o d  i f  r e a s o n a b l y  r e q u i r e d  t o  r e f l e c t  p r o p e r l y  t h e  a v e r a g e  v a l u e  o f  t h e  

t a x p a y e r ' s  p r o p e r t y .

13. The payroll factor is a fraction, the numerator of which is the 

total amount paid in this State during the tax period by the taxpayer for 

compensation and the denominator of which is the total compensation paid 

everywhere during the tax period.

I1!. Compensation is paid in this State if:

( a )  the individual's service is performed entirely within the

S t a t e ;

( b )  t h e  i n d i v i d u a l ' s  s e r v i c e  i s  p e r f o r m e d  b o t h  w i t h i n  a n d  w i t h ­

o u t  t h e  S t a t e ,  b u t  t h e  s e r v i c e  p e r f o r m e d  w i t h o u t  t h e  S t a t e  i s  i n c i d e n t a l  

t o  t h e  i n d i v i d u a l ' s  s e r v i c e  w i t h i n  t h e  S t a t e ;  o r

( q )  . some o f  t h e  s e r v i c e  i s  p e r f o r m e d  i n  t h e  S t a t e  a n d  ( 1 )  t h e

b a s e  p f  o p e r a t i o n s  o r , . i f  t h e r e  i s  n o  b a s e  o f  o p e r a t i o n s ,  t h e  p l a c e  f r o m  j

w h i c h  t h e  s e r v i c e  i s  d i r e c t e d  o r  c o n t r o l l e d  i s  i n  t h e  S t a t e ,  o r  (2 )  t h e  b a s e

* o
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of operations or the place from which the service is directed or controlled 

is not in any State in which some part of the service is performed, but the 

individual's residence is in thi3 State.

15. The sales factor is a fraction, the numerator of which is the 

total sales of the taxpayer in this State during the tax period, and the 

denominator of which is the total sales of the taxpayer everywhere during 

the tax period.

16. Sales of tangible personal property are in this State if:

(a) the property is delivered or shipped to a purchaser, other

than the United States Government, within this State regardless of the 

f.o.b. point or other conditions of the sale; or

(b) the property is shipped from an office, store, warehouse, 

factory, or other place of storage in this State and (1) the purchaser is 

the United States Government or (2) the taxpayer is not taxable in the 

State of the purchaser.

17. Sales, other than sales of tangible personal property, are ln this| 

State if:

( a )  t h e  i n c o m e - p r o d u c i n g  a c t i v i t y  i s  p e r f o r m e d  i n  t h i s  S t a t e ;  o r

(b) t h e  i n c o m e - p r o d u c i n g  a c t i v i t y  i s  p e r f o r m e d  b o t h  i n  a n d

o u t s i d e  t h i s  S t a t e  a n d  a  g r e a t e r  p r o p o r t i o n  o f  t h e  i n c o m e - p r o d u c i n g  

a c t i v i t y  i s  p e r f o r m e d  i n  t h i s  S t a t e  t h a n  i n  a n y  o t h e r  S t a t e ,  b a s e d  on  c o s t s  

o f  p e r f o r m a n c e .

18 . I f  t h e  a l l o c a t i o n  an d  a p p o r t i o n m e n t  p r o v i s i o n s  o f  t h i s  A r t i c l e  d o

n o t  f a i r l y  r e p r e s e n t  t h e  e x t e n t  o f  t h e  t a x p a y e r ' s  b u s i n e s s  a c t i v i t y  i n'  . . . . . . . .  • :

t h i s  S t a t e ,  t h e  t a x p a y e r  may p e t i t i o n  f o r  o r  t h e  t a x  a d m i n i s t r a t o r  may 

r e q u i r e ,  i n  r e s p e c t  t o  a l l  o r  a n y  p a r t  o f  t h e  t a x p a y e r ' s  b i t t i n e s s  a c t i v i t y ,  

i f  r e a s o n a b l e :  

»  s e p a r a t e  a c c o u n t i n g ;

( b )  t h e  e x c l u s i p n  o f . a n y  o

... .
• - v v

o r  m o r e  o f  t h e  f a c t o r s ;
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the inclusion of one or more additional factors which will

fairly represent the taxpayer's business activity in this State; or

(d) the employment of any other method to effectuate an 

equitable allocation and apportionment of the taxpayer's income.

ARTICLE V. ELEMENTS OF SALES AND USE TAX LAWS

TAX CREDIT

1. Each purchaser liable for a use tax on tangible personal property 

shall be entitled to full credit for the combined amount or amounts of

legally imposed sales or use taxes paid by him with respect to the same

property to another State and any subdivision thereof. The credit shall

be applied first against the amount of any use tax due the State, and any 

unused portion of the credit shall then be applied against the amount of 

any use tax due a subdivision.

-V • ■ ■
-

it-

EXEMPTION CERTIFICATES, VENDORS MAY RELY

2. Whenever a vendor receives and accepts in good faith from a pur

chaser a resale or other exemption certificate or other written evidence

17 of exemption authorized by the appropriate State or subdivision taxing

18 authority, the vendor shall be relieved of liability for a sales or use tax

with respect to the transaction

ARTICLE VI. THE COMMISSION

21 ORGANIZATION AND MANAGEMENT.

22 I 1. (a) The Multistate Tax Commission is hereby established. It

231 s h a l l  b e  c o m p o s e d  o f  o n e  "m e m b e r "  f r o m  e a c h  p a r t y  S t a t e  who  s h a l l  b e  t h e

24 h e a d  o f  t h e  S t a t e  a g e n c y  c h a r g e d  w i t h  t h e  a d m i n i s t r a t i o n  o f  t h e  t y p e s  o f

3s | t a x e s  t o  w h i c h  t h i s  c o m p a c t  a p p l i e s *  I f  t h e r e  i s  m ore  t h a n  o n e  s u c h  
i; I!

26 [ a g e n c y  t h e  S t a t e  s h a l l  p r o v i d e  b y  l a w  f o r  t h e  s e l e c t i o n  o f  t h e  C o m m i s s i o n  

271|member f r o m  t h e  h e a d s  o f  t h e  r e l e v a n t  a g e n c i e s .  S t a t e  l a w  may p r o v i d e  

281| t h a t  a  m em ber  o f  t h e  C o m m i s s i o n  b e  r e p r e s e n t e d  b y  a n  a l t e r n a t e  b u t
' II
291| o n l y  i f  t h e r e  i s  o n  f i l e  w i t h  t h e  C o m m i s s i o n  w r i t t e n  n o t i f i c a t i o n  o fI ,

m m
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the designation and identity of the alternate. The Attorney General of 

each party State or his designee, or other counsel if the laws of the party 

State specifically provide, shall be entitled to attend the meetings of the 

Commission, but shall not vote. Such Attorneys General, designees, or 

other counsel shall receive all notices of meetings required under paragraph| 

1(e) of this Article.

(b) Each party State shall provide by law for the selection of 

representatives from its subdivisions affected by this compact to consult 

with the Commission member from that State.

(c) Each member shall be entitled to one vote. The Commission 

shall not act unless a majority of the members are present, and no action 

shall be binding unless approved by a majority of the total number of 

members.

(d) The Commission shall adopt an official seal to be used as it 

may provide.

(e) The Commission shall hold an annual meeting and such other 

regular meetings as its bylaws may provide and such special meetings as 

its Executive Committee may determine. The Commission bylaws shall specify 

the dates of the annual and any other regular meetings, and shall provide 

for the giving of notice of annual, regular and special meetings. Notices 

of special meetings shall include the reasons therefor and an agenda of 

the items to be considered.

( f )  T h e  C o m m i s s i o n  s h a l l  e l e c t  a n n u a l l y ,  f r om  am on g  i t s  m em be r s ,  

a  C h a i r m a n *  a  V i c e  C h a i r m a n  a n d  a  T r e a s u r e r .  T h e  C o m m i s s i o n  s h a l l  a p p o i n t  

a n  E x e c u t i v e  D i r e c t o r  ytho s h a l l  s e r v e  a t  i t s  p l e a s u r e ,  a n d  i t  s h a l l  f i x  h i s  

d u t i e s  e n d  c o m p e n s a t i o n .  T h e  E x e c u t i v e  D i r e c t o r  s h a l l  b e  S e c r e t a r y  o f  t h e  

C e m iR i s s * « n -  tfcfi C o m m i s s i o n  s h a l l  m ake  p r o v i s i o n  f o r  t h e  b o n d i n g  o4 ? 's u ch
■ . -

o f f i c e r s  ansi e m p l o y e e s  a s  i t  may deem  a p p r o p r i a t e ,
‘

(** Irrespective of t h e  civil s e r v i c e ,  p e r s o n n e l  o r  o t h e r  merit

-11^ 39 l$a ant



system laws of any party State, the Executive Director shall appoint or 

discharge such personnel as may be necessary for the performance of the 

functions of the Commission and shall fix their duties and compensation.

The Commission bylaws shall provide for personnel policies and programs.

(h) The Commission may borrow, accept or contract for the 

services of personnel from any State, the United States, or any other 

governmental entity.

(1) The Commission may accept for any of its purposes and 

functions any and all donations and grants of money, equipment, supplies, 

materials and services, conditional or otherwise, from any governmental 

entity, and may utilize and dispose of the same.

( J )  The Commission may establish one or more offices for the 

transacting of its business.

(k) The Commission shall adopt bylaws for the conduct of its 

business. The Commission shall publish its bylaws in convenient form, 

and shall file a copy of the bylaws and any amendments thereto with the 

appropriate agency or officer in each of the party States.

( 1 )  T h e  C o m m is s i o n  a n n u a l l y  s h a l l  make t o  t h e  G o v e r n o r  a n d  

l e g i s l a t u r e  o f  e a c h  p a r t y  S t a t e  a  r e p o r t  c o v e r i n g  i t s  a c t i v i t i e s  f o r  t h e  

p r e c e d i n g  y e a r .  Any d o n a t i o n  o r  g r a n t  a c c e p t e d  by t h e  C o m m i s s i o n  o r  

s e r v i c e s  b o r r o w e d  s h a l l  b e  r e p o r t e d  i n  t h e  a n n u a l  r e p o r t  o f  t h e  C o m m i s s i o n ,  

a n d  s h a l l  I n c l u d e  t h e  n a t u r e ,  am ou n t  an d  c o n d i t i o n s ,  i f  a n y ,  o f  t h e  

d o n a t i o n ,  g i f t ,  g r a n t  o r  s e r v i c e s  b o r r o w e d  a n d  t h e  i d e n t i t y  o f  t h e  d o n o r  

o r  l e h d e r .  T h e  C o m m i s s i o n  may m ake  a d d i t i o n a l  r e p o r t s  a s  i t  may d e em  

d e s i r a b l e .

C O M M IT T E E S .
V;v?f ■ . . -

2. ( a )  T o  a s s i s t  l n  t h e  c o n d u c t  o f  i t s  b u s i n e s s  when  t h e  f u l l  Com -

m i s s i o n  i s  n o t  m e e t i n g ,  t h e  C o m m i s s i o n  s h a l l  h a v e  a n  E x e c u t i v e  C o m m i t t e e  

o f  s e v e n  m em be r s ,  i n c l u d i n g  t h e  C h a i r m a n ,  V i c e  C h a i r m a n ,  T r e a s u r e r



I

an d  f o u r  o t h e r  members e l e c t e d  a n n u a l l y  by  t h e  C o m m i s s i o n .  T h e  E x e c u t i v e  

C o m m i t t e e ,  s u b j e c t  t o  t h e  p r o v i s i o n s  o f  t h i s  c o m p a c t  a n d  c o n s i s t e n t  

w i t h  t h e  p o l i c i e s  o f  t h e  C o m m i s s i o n ,  s h a l l  f u n c t i o n  a s  p r o v i d e d  i n  t h e  

b y l a w s  o f  t h e  C o m m i s s i o n .

( b )  T h e  C o m m i s s i o n  may e s t a b l i s h  a d v i s o r y  and  t e c h n i c a l  

c o m m i t t e e s ,  m em b e r sh ip  o n  w h i c h  may I n c l u d e  p r i v a t e  p e r s o n s  a n d  p u b l i c  

o f f i c i a l s ,  l n  f u r t h e r i n g  a n y  o f  i t s  a c t i v i t i e s .  S u c h  c o m m i t t e e s  may 

c o n s i d e r  any  m a t t e r  o f  c o n c e r n  t o  t h e  C o m m i s s i o n ,  i n c l u d i n g  p r o b l e m s  o f  

s p e c i a l  i n t e r e s t  t o  any  p a r t y  S t a t e  a n d  p r o b l e m s  d e a l i n g  w i t h  p a r t i c u l a r  

t y p e s  o f  t a x e s .

( c )  T h e  C o m m i s s i o n  may e s t a b l i s h  s u c h  a d d i t i o n a l  c o m m i t t e e s  

a3 i t s  b y l a w s  may p r o v i d e .

POWERS.

3. In addition to powers conferred elsewhere in this compact, the 

Commission shall have power to:

( a )  S t u d y  S t a t e  a n d  l o c a l  t a x  s y s t e m s  a n d  p a r t i c u l a r  t y p e s  o f  

S t a t e  a n d  l o c a l  t a x e s .

( b )  D e v e l o p  a n d  re com m end  p r o p o s a l s  f o r  a n  I n c r e a s e  l n  u n i ­

f o r m i t y  o r  c o m p a t i b i l i t y  o f  S t a t e  a n d  l o c a l  t a x  l a w s  w i t h  a  v i e w  t ow a r d  

e n c o u r a g i n g  t h e  s i m p l i f i c a t i o n  and  im p r o v e m e n t  o f  S t a t e  a n d  l o c a l  t a x  

l a w  a n d  a d m i n i s t r a t i o n .

( c )  C o m p i l e  a n d  p u b l i s h  i n f o r m a t i o n  a s  i n  i t s  J u d g m e n t  w o u ld  

a s s i s t  t h e  p a r t y  S t a t e s  i n  lm p lm e n t a t l o n  o f  t h e  c o m p a c t  a n d  t a x p a y e r s  l n  

c o m p l y i n g  w i t h  S t a t e  a n d  l o c a l  t a x  l a w s .

(A) D o  a l l  t h i n g s  n e c e s s a r y  a n d  i n c i d e n t a l  t o  t h e  a d m i n i s t r a t i o n  

o f  I t s  f u n c t i o n s  p u r s u a n t  t o  t h i s  c o m p a c t .  

F I N A N C E .

•i

n a t e d  o f f i c e r  o r  o f f i c e r s  o f  e a c h  p a r t y  S t a t e  a  b u d g e t  o f  i t s  e s t im a t e d

< * >  T h e  C o m m i s s i o n  s h a l l  s u b m i t  t o  t h e  G o v e r n o r  o r  d e s i g ­

n e d  O f f i c e *  o r  o:

- 1 3 -  SB  160
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e x p e n d i t u r e s  f o r  s u c h  p e r i o d  a s  may b e  r e q u i r e d  b y  t h e  l a w s  o f  t h a t  S t a t e

f o r  p r e s e n t a t i o n  t o  t h e  l e g i s l a t u r e  t h e r e o f .

( b )  E a c h  o f  t h e  C o m m i s s i o n ’ s  b u d g e t s  o f  e s t i m a t e d  e x p e n d i ­

t u r e s  s h a l l  c o n t a i n  s p e c i f i c  r e c o m m e n d a t i o n s  o f  t h e  am ou n t s  t o  be  a p ­

p r o p r i a t e d  by e a c h  o f  t h e  p a r t y  S t a t e s .  T h e  t o t a l  am oun t  o f  a p p r o p r i ­

a t i o n s  r e q u e s t e d  u n d e r  a n y  s u c h  b u d g e t  s h a l l  b e  a p p o r t i o n e d  among t h e  

p a r t y  S t a t e s  a s  f o l l o w s  : o n e - t e n t h  i n  e q u a l  s h a r e s ; a n d  t h e  r e m a i n d e r  i n

p r o p o r t i o n  t o  t h e  a m o u n t  o f  r e v e n u e  c o l l e c t e d  by  e a c h  p a r t y  S t a t e  a n d

i t s  s u b d i v i s i o n s  f r o m  i n c o m e  t a x e s ,  c a p i t a l  s t o c k  t a x e s ,  g r o s s  r e c e i p t s  

t a x e s ,  s a l e s  a n d  u s e  t a x e s .  I n  d e t e r m i n i n g  s u c h  a m o u n t s ,  t h e  C o m m i s s i o n  

s h a l l  em p lo y  s u c h  a v a i l a b l e  p u b l i c  s o u r c e s  o f  i n f o r m a t i o n  a s ,  i n  i t s  j u d g ­

m e n t ,  p r e s e n t  t h e  m o s t  e q u i t a b l e  a n d  a c c u r a t e  c o m p a r i s o n s  am ong  t h e  

p a r t y  S t a t e s .  E a c h  o f  t h e  C o m m i s s i o n ' s  b u d g e t s  o f  e s t i m a t e d  e x p e n d i ­

t u r e s  a n d  r e q u e s t s  f o r  a p p r o p r i a t i o n s  s h a l l  i n d i c a t e  t h e  s o u r c e s  u s e d  i n  ob 

t a L n i n g  i n f o r m a t i o n  e m p l o y e d  i n  a p p l y i n g  t h e  f o r m u l a  c o n t a i n e d  i n  t h i s  

p a r a g r a p h .

( c )  T h e  C o m m i s s i o n  s h a l l  n o t  p l e d g e  t h e  c r e d i t  o f  any  p a r t y  

S t a t e .  T h e  C o m m i s s i o n  may m e e t  a n y  o f  i t s  o b l i g a t i o n s  i n  w h o l e  o r  i n  

p a r t  w i t h  f u n d s  a v a i l a b l e  t o  i t  u n d e r  p a r a g r a p h  1 (1 )  o f  t h i s  A r t i c l e :

( p r o v i d e d  t h a t  t h e  C o m m i s s i o n  t a k e s  s p e c i f i c  a c t i o n  s e t t i n g  a s i d e  s u c h  

f u n d s  p r i o r  t o  i n p u r r i n g  a n y  o b l i g a t i o n  t o  b e  m e t  i n  w h o l e  o r  i n  p a r t  l n  

s u c h  m a n n e r .  E x c e p t  w h e r e  t h e  C o m m i s s i o n  m ak e s  u s e  o f  f u n d s  a v a i l -

’ a b l e  t o  i t  u n d e r  p a r a g r a p h  1  ( 1 ) ,  t h e  C o m m i s s i o n  s h a l l  n o t  i n c u r  a n y  o b l i -
■

g a t l o n  p r i o r  t o  t h e  a l l o t m e n t  o f  f u n d s  b y  t h e  p a r t y  S t a t e s  a d e q u a t e  t o  

t  t h e  s a m e .

■
( d )  T h e  C o m m i s s i o n  s h a l l  k e e p  a c c u r a t e  a c c o u n t s  o f  a l l  r e ­

c e i p t s  a n d  d i s b u r s e m e n t s .  T h e  r e c e i p t s  a n d  d i s b u r s e m e n t s  o f  t h e  C o m -

m i s s i o n  s h a l l  b e  s u b j e c t  t o  t h e  a u d i t  a n d  a c c o u n t i n g  p r o c e d u r e s  e s t a b ­

l i s h e d  u n d e r  i t s  b y l a w s  • A l l  r e c e i p t s  a n d  d i s b u r s e m e n t s  o f  f u n d s  h a n d l e d  

160 8® *1^*
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i p r b p r l e t e  O f f i c i a l s  o f  a l l '  p a r t y  S t a t e s  a n d  s u b d i v i s i o n s  t o  w h i c h  t h e ;  

a p p l y *  fefcbh s u c h  S t a t e  a n d  S u b d i v i s i o n  s h a l l  c o n s i d e r  a n y  s u c h
.
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by the Commission shall be audited yearly by a certified or licensed pub­

lic accountant and the report of the audit shall be included in and become

part of the annual report of the Commission.

(e) The accounts of the Commission shall be open at any reason­

able time for Inspection by duly constituted officers of the party States 

and by any persons authorized by the Commission.

(f) Nothing contained in this Article shall be construed to pre­

vent Commission compliance with laws relating to audit or inspection of

accounts by or on behalf of any government contributing to the support 

of the Commission.

ARTICLE VII. U N I F O R M  R E G U L A T I O N S  A N D  FORMS.

1. Whenever any two or more party States, or subdivisions of party 

States, have uniform or similar provisions of law relating to an income 

tax, capital stock tax, gross receipts tax, sales or use tax, the Commissior 

may adopt uniform regulations for any phase of the administration of 

such law, including assertion of jurisdiction to tax, or prescribing unifori 

tax forms. The Commission may also act with respect to the provisions 

of Article IV of this compact.

2. P r i o r  t o  t h e  a d o p t i o n  of a n y  r e g u l a t i o n ,  t h e  C o m m i s s i o n  s h a l l :

( a )  As p r o v i d e d  i n  i t s  b y l a w s ,  h o l d  a t  l e a s t  o n e  p u b l i c  h e a r i n g  

o n  d u e  n o t i c e  t o  a l l  a f f e c t e d  p a r t y  S t a t e s  a n d  s u b d i v i s i o n s  t h e r e o f  a n d  t o  

a i l  t a x p a y e r s  and  o t h e r  p e r s o n s  w ho  h a v e  made t i m e l y  r e q u e s t  o f  t h e  

C o m m i s s i o n  f o r  a d v a n c e  n o t i c e  o f  i t s  r e g u l a t i o n - m a k i n g  p r o c e e d i n g s .

( b )  A f f o r d  a l l  a f f e c t e d  p a r t y  S t a t e s  a n d  s u b d i v i s i o n s  a n d  i n t e r ­

e s t e d  p e r s o n s  an  o p p o r t u n i t y  t o  s u b m i t  r e l e v a n t  w r i t t e n  d a t a  and  v i e w s ,  

w h i c h  S h a l l  b e  c o n s i d e r e d  f u l l y  b y  t h e  C o m m i s s i o n .

3 .  T h e  C o m m i s s i o n  s h a l l  s u b m i t  a n y  r e g u l a t i o n s  a d o p t e d  by  i t  t o



r e g u l a t i o n  for a d o p t i o n  in a c c o r d a n c e  with its ow n  laws and procedures.

ARTICLE V I I I .  INTE R S T A T E  AUDITS.

1. This Article shall be i n  force only in t h os e  party S t a t e s  that 

s p e c i f i c a l l y  provide therefor b y  statute.

2. Any party S t a t e  or s u b d i v i s i o n  t h e r e o f  de s i r i n g  to m a k e  or p a r­

t i c i p a t e  in an audit of any a c c o u n t s ,  books, papers, records or  o t he r  d o c u­

m e n t s  may request the C om m i s s i o n  to perf o r m  the audit on its behalf.

In r e s p o n d i n g  to the request, t h e  Commi ss i o n  shall have acc es s  to and 

m a y  examine, at any reason a b l e  t i m e ,  such a c c ou n t s ,  books, p a p e r s ,  r e c­

ord s ,  and o th e r  documents and a n y  relevant p r o p e r t y  or s t o c k  of m e r­

chandise. The C o m m i ss i o n  may e n t e r  into a g r e e m e n t s with p a r t y  States 

o r  t h e i r  sub d i v i s i on s  for a s s i s t a n c e  in p e r f o r m a n c e  of the audit. The 

C o m m i s s i o n  shall m ake charges, to be paid by the State or l o c a l  g o v e r n­

ment or governments for which it performs the service, for any audits 

performed by it in o r d e r  to r e i m b u r s e  i t s e l f  for the actual costs i n c u rr e d  

in making the audit.

3. The Commission may require the attendance of any person with­

in the State where it is conducting an audit or part thereof at a time and 

place fixed by it within such State for the purpose of giving testimony 

w i t h  respect to any account, book, paper, document, other record, prop­

e r t y  or stock of merchandise being examined in connection with the

a u d i t .  I f  t h e  person is not within the jurisdiction, he may be required to 

a t t e n d  f o r  such p u r p o s e  at any time and place fixed by the Commission

w i t h i n  t h e  S t a t e  o f  w h i c h  h e  i s  a  r e s i d e n t : provided that such State has
| :

a d o p t e d  t h i s  A r t i c l e .
!■ ■ ..

4 . T h e  C o m m i s s i o n  may a p p l y  t o  a n y  c o u r t  h a v i n g  power t o  issue

c o m p u l s o r y  p r o c e s s  f o r  o r d e r s  i n  a i d  o f  i t s  powers and  responsibilities
'h. v :* . V* -V-

p u r s u a n t  t o  t h i s  A r t i c l e  a n d  a n y  an d  a l l  such courts shall have jurisdiction i

s u c h  o r d e r s .  F a i l u r e  o f  any p e r s o n  t o  o b e y  an y  s u c h  o r d e r  s h a l l

- 16-



I

....rvi**- - Wi^-wp.*-v dty?4>V** ‘̂. v w

be p u ni s h a b l e  as c o n t e m p t  o f  the i s s u i n g  court. If the p a r t y  or s u b j e c t  

m a t t e r  on a c c o u n t  o f  w h i c h  t h e  C o m m i s s i o n  seeks an o r d e r  is w i t h i n  the

j u r i s d i c t i o n  o f  the court to w h i c h  a p p l i c a t i o n  is made, s u c h  a p p l i c a t i o n  

m a y  be to a c o u r t  in the S t a t e  or s u b d i v i s i o n  o n  b e h a l f  o f  w h i c h  the 

a u d i t  is b e i n g  m a d e  or a c o u r t  in the S t a t e  in w h i c h  the o b j e c t  o f  the 

o r d e r  b ei n g  s o u g h t  is s i t ua t e d .  The  p r o v i s i o n s  o f  this p a r a g r a p h  a pply 

o n l y  to co u r t s  in a S tate tha t has a d o p t e d  this A rt icle.

5. The C o m m i s s i o n  may d e c l i n e  t o  p e r f o r m  any a u di t  r e q u e s t e d  if 

it finds that its a v a i l a b l e  p e r s o n n e l  o r  o th e r  r e s o u r c e s  a re  i n s u f f i c i e n t  f( r 

the purpose o r  that, in the terms r e q u e s t e d ,  the audit is i m p r a c t i c a b l e  o f  

s a t i s f a c t o r y  p e r f o r m a n c e .  I f  the C o m m i s s i o n ,  o n  the b a s i s  o f  its e x p e r i e n c e  , 

h a s  reason to b e l i e v e  t hat an audit o f  a p a r t i c u l a r  t a x p a y e r ,  e i t h e r  at

a p a r t i c u l a r  t i m e  or on a p a r t i c u l a r  s c h e d u l e ,  w o u l d  be o f  i nt erest to a

n u m b e r  of p a r t y  St a t es  o r  t h e i r  s u b d i v i s i o n s ,  it may o f f e r  to m ake t h e

a u d i t  or a u d i t s  , the o f f e r  to be c o n t i n g e n t  on s u f f i c i e n t  p a r t i c i p a t i o n

t h e r e in  as d e t e r m i n e d  by the C o m m i s s i o n

6. I n f o r m a t i o n  o b t a i n e d  by any a u d i t  p u r s u a n t  to t his A r t i c l e s h a l l

b e  c o n f i d e n t i a l  a n d  a v a i l a b l e  only f o r  tax p u r p o s e s  to p a r t y  S t a te s ,  t h e i r

subdivisions or the U n i t e d  States Availability of information shall be in

accordance with the laws of the States or subdivisions on whose account

the Commission performs the audit, and only through the appropriate agencies 

or officers of such States or subdivisions. Nothing in this Article shall 

be construed to require any taxpayer to keep records for any period not 

otherwise required by law.

7 . O t h e r  a r r a n g e m e n t s  made o r  a u t h o r i z e d  p u r s u a n t  t o  l a w  f o r  c o ­

o p e r a t i v e  a u d i t  b y  o r  o n  b e h a l f  o f  t h e  p a r t y  S t a t e s  o r  a n y  o f  t h e i r  s u b —
.... v -
d i v i s i o n s  a r e  n o t  s u p e r s e d e d  o r  i n v a l i d a t e d  b y  t h i s  A r t i c l e .  

8 . I n  n o  e v e n t  s h a l l  t h e  C o n p i s s i o n  m ake  a n y  c h a r g e  a g a i n s t  a  t a x -  

p a y e r ;  f o r  a n  a u d i t .

-17- SB 3^0 ar



9. An used in t) is A r ti c l e ,  " t a x , "  in a d d i t i o n  to the m e a n i n g  a s c r i b e  

to it in A r t i c l e  II, m e a n s  any tax o r  license fee i m p o s e d  in w h o l e  or in 

p a r t  for revenue p u r p o s e s.

A R T I C L E  IX. A R B I T R A T I O N .

1. 1,'henever the C o m m i s s i o n  f i n d s  a need f o r  s e t t l i n g  d i s p u t e s  con­

c e r n i n g  a p p o r t i o n m e n t s  an d  a l l o c a t i o n s  by a r b i t r a t i o n ,  it may a d o p t  a 

r e g u l a t i o n  p l a c i n g  this Arti c l e  in e f f e c t ,  n o t w i t h s t a n d i n g  the p r o v i s i o n s  o f  

A r t i c l e  VII.

2. Th e  C o m m i s s i o n  shall s e l e c t  and m a i n t a i n  an A r b i t r a t i o n  Panel 

c o m p o s e d  o f  o f f i c e r s  a n d  e m p l o y e e s  o f  State a n d  l oc a l  g o v e r n m e n t s  and 

p r i v a t e  p e r s o n s  who s h a l l  be k n o w l e d g e a b l e  a n d  e x p e r i e n c e d  in m a t t e r s  o f  

t a x  law and a d m i n i s t r a t i o n .

W h e n e v e r  a  t a x p a y e r  w ho  h a s  e l e c t e d  t o  e m p lo y  A r t i c l e  I V ,  o r  

w h e n e v e r  t h e  l a w s  o f  t h e  p a r t y  S t a t e  o r  s u b d i v i s i o n  t h e r e o f  a r e  s u b s t a n ­

t i a l l y  i d e n t i c a l  w i t h  t h e  r e l e v a n t  p r o v i s i o n s  o f  A r t i c l e  I V ,  t h e  t a x p a y e r ,  b 

w r i t t e n  n o t i c e  t o  t h e  C o m m i s s i o n  a n d  t o  e a c h  p a r t y  S t a t e  o r  s u b d i v i s i o n  

t h e r e o f  t h a t  w o u ld  b e  a f f e c t e d ,  may s e c u r e  a r b i t r a t i o n  o f  an  a p p o r t i o n ­

m en t  o r  a l l o c a t i o n ,  i f  h e  i s  d i s s a t i s f i e d  w i t h  t h e  f i n a l  a d m i n i s t r a t i v e  d e t e  

m l n a t i o n  o f  t h e  t a x  a g e n c y  o f  t h e  S t a t e  o r  s u b d i v i s i o n  w i t h  r e s p e c t  t h e r e ­

t o  on  t h e  g r o u n d  t h a t  1 t  w o u l d  s u b j e c t  h im  t o  d o u b l e  o r  m u l t i p l e  t a x a t i o n  

b y  tw o  o r  m ore  p a r t y  S t a t e s  o r  s u b d i v i s i o n s  t h e r e o f .  E a c h  p a r t y  S t a t e  

a n d  s u b d i v i s i o n  t h e r e o f  h e r e b y  c o n s e n t s  t o  t h e  a r b i t r a t i o n  a s  p r o v i d e d  

h e r e i n ,  a n d  a g r e e s  t o  b e  b o u n d  t h e r e b y .

4 . T h e  A r b i t r a t i o n  B o a r d  s h a l l  b e  c o m p o s e d  o f  o n e  p e r s o n  s e l e c t e d  

b y  t h e  t a x p a y e r ,  o n e  by  t h e  a g e n c y  o r  a g e n c i e s  i n v o l v e d ,  a n d  o n e  member 

o f  t h e  C o m m i s s i o n ' s  A r b i t r a t i o n  P a n e l .  I f  t h e  a g e n c i e s  i n v o l v e d  a r e  u n ­

a b l e  t o  a g r e e  o n 1 t h e  p e r s o n  t o  b e  s e l e c t e d  b y  t h e m ,  s u c h ,  p e r s o n  s h a l l  b e
.

s e l e c t e d  b y  l o t  f r o m  t h e  t o t a l  m e m b e r s h ip  o f  t h e  A r b i t r a t i o n  P a n e l .  T h e
“

tw o  p e r s o n s  s e l e c t e d  f o r  t h e  B o a r d  i n  t h e  m a n n e r  p r o v i d e d  b y  t h e  f o r e g o i n g
'■ . v; ‘ . v *. ■ • • - v. ' ' . .
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provisions of this paragraph shall jointly select the third member of 

the Board. If they are unable to agree on the selection, the third member 

shall be selected by lot from among the total membership of the Arbitra­

tion Panel. No member of a Board selected by lot shall be qualified to 

serve if he is an officer or employee or is otherwise affiliated with any 

party to the arbitration proceeding. Residence within the Jurisdiction of 

a party to the arbitration proceeding shall not constitute affiliation with­

in the meaning of this paragraph.

5. The Board may sit in any State or subdivision party to the pro­

ceeding, in the State of the taxpayer's incorporation, residence or domi­

cile, in any State where the taxpayer does business, or in any place that 

it finds most appropriate for gaining access to evidence relevant to the 

matter before it.

6. The Board shall give due notice of the times and places of its 

hearings. The parties shall b e  entitled to be heard, to present evidence, 

and to examine and cross-examine witnesses. The Board shall act by ma­

jority vote.

7. T h e  B o a r d  s h a l l  h a v e  p o w e r  t o  a d m i n i s t e r  o a t h s ,  t a k e  t e s t im o n y ,  

s u b p o e n a  a n d  r e q u i r e  t h e  a t t e n d a n c e  o f  w i t n e s s e s  a n d  t h e  p r o d u c t i o n  o f  

a c c o u n t s ,  b o o k s ,  p a p e r s ,  r e c o r d s ,  a n d  o t h e r  d o c u m e n t s ,  a n d  i s s u e  com­

m i s s i o n s  t o  t a k e  t e s t i m o n y .  S u b p o e n a s  may b e  s i g n e d  by a n y  member o f  

t h e  B o a r d .  I n  c a s e  o f  f a i l u r e  t o  o b e y  a  s u b p o e n a ,  a n d  u p o n  a p p l i c a t i o n  

b y  t h e  B o a r d ,  a n y  j u d g e  o f  a  c o u r t  o f  c o m p e t e n t  J u r i s d i c t i o n  o f  t h e  S t a t e  

i n  w h i c h  t h e  B o a r d  i s  s i t t i n g  o r  i n  w h i c h  t h e  p e r s o n  t o  whom t h e  s u b -  

p o e n a  i s  d i r e c t e d  may b e  f o u n d  may make an  o r d e r  r e q u i r i n g  c o m p l i a n c e  

w i t h  t h e  s u b p o e n a ,  a n d  t h e  c o u r t  may p u n i s h  f a i l u r e  t o  o b e y  t h e  o r d e r

a s  a  oonterapt , .  T h e  p r o v i s i o n s  o f  t h i s  p a r a g r a p h  a p p l y  o n l y  i n  S t a t e s  t h a t  

h a v e  a d p p t e d  t h i s  A r t i c l e .  • ’

&. U n l e s s  t h e , p a r t i e s  o t h e r w i s e  a g r e e  t h e  e x p e n s e s  a n d  o t h e r  c o s t a
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of the a r b i t r a t i o n  shall be a s s e s s e d  and a l l o c a t e d  among the p a r t i e s  by the 

B oard in such ma n n e r  as it m a y  d etermine. The C o m m i s s i o n  s h a l l  fix a 

s c h edule of c o mp e n s a t i o n for m e m b e r s  o f  A r b i t r a t i o n  Boards and of other 

al l o w a b l e expenses and costs. No o f f i c e r  or e m p l o y e e  of a S t a t e  or local 

g o v e rn m e n t  who serves as a m e m b e r  of a Board s h a l l  be e n t i t l e d  to c o m p e n­

sat i o n  t h e r e f o r  unless he is r e q u i r e d  on account of his s e r v i c e  to for e­

go the r e g u l a r  comp e n s a ti o n  a t t a c h i n g  to his p u b l i c  e m p l o y m e n t ,  b u t  any 

such B o a r d  m e m b e r  shall be e n t i t l e d  to expenses.

9. The B o a r d  shall d e t e r m i n e  the d i s p u t e d  a p p o r t i o n m e n t  or a l l o c a­

tion and any matters n e c e s s a r y  thereto. The d e t e r m i n a t i o n s  o f  the Board 

s hall be final for purposes o f  m a k i n g  the a p p o r t i o n m e n t  o r  a l l o ca t i o n ,  

but for  no o t h e r  purpose.

10. The B o a rd  shall fil e  wit h  the C o m m i s s i o n  and wit h  each tax 

agency r e p r e s e n t e d  in the p r o c e e d i n g :  the d e t e r m i n a t i o n  o f  the Board;

the Board's w r i t t e n  s t a t e m e n t  o f  its reasons th e r e f o r ;  the r e c o r d  of the 

Board's proceedings; and any o t h e r  d o cuments r e q u i r e d  by t h e  a r b i t r a t i o n  

rules of the Commissi o n  to b e  filed.

11. The Commission shall publish the determinations of Boards to­

gether with the statements of the reasons therefor.

12. The Commission shall adopt and publish rules of procedure and

practice and shall file a copy of such rules and of any amendment there­

to with the appropriate agency or officer in each of the party States.

13 •  N o t h i n g  contained herein shall prevent at any time a written
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f o r  n o t i f i c a t i o n  o f  a l l  p a r t y  S t a t e s  w h e n e v e r  t h e r e  i s  a  new e n a c t

c om p a c tment o f  t h e

2 . Any p a r t y  S t a t e  may w i t h d r a w  f r om  t h i s  c o m p a c t  by e n a c t i n g  a  

s t a t u t e  r e p e a l i n g  t h e  s am e . No w i t h d r a w a l  s h a l l  a f f e c t  any  l i a b i l i t y  a l

r e a d y  i n c u r r e d  by  o r  c h a r g e a b l e  t o  a  p a r t y S t a t e  p r i o r  t o  t h e  t im e  o f  s u c h

w i t h d r a w a l

3 . No p r o c e e d i n g  comm enced b e f o r e  an A r b i t r a t i o n  B o a r d  p r i o r  t o

t h e  w i t h d r a w a l  o f  a  S t a t e  a n d  t o  w h i c h  t h e  w i t h d r a w i n g  S t a t e  o r  any  sub

d i v i s i o n  t h e r e o f  i s  a  p a r t y  s h a l l  b e  d i s c o n t i n u e d  o r  t e r m i n a t e d  by t h e

w i t h d r a w a l ,  n o r  s h a l l  t h e  B o a r d  t h e r e b y  l o s e  j u r i s d i c t i o n  o v e r  any  o f  t h e

p a r t i e s  t o  t h e  p r o c e e d i n g  n e c e s s a r y  t o  make a  b i n d i n g  d e t e r m i n a t i o n  t h e r e i n

A R T I C L E  X I .  E F F E C T  ON O THER  LAWS AND J U R I S D I C T I O N

N o t h i n g  i n  t h i s  c o m p a c t  s h a l l  b e  c o n s t r u e d  t o

( a )  A f f e c t  t h e  p ow er  o f  a n y  S t a t e  o r  s u b d i v i s i o n  t h e r e o f  t o  f i x  r a t e s

o f  t a x a t i o n ,  e x c e p t  t h a t  a  p a r t y  S t a t e  s h a l l  b e  o b l i g a t e d  t o  im p l e m e n t

A r t i c l e  I I I  2 o f  t h i s  c o m p a c t .

(b )  A p p ly  t o  any  t a x  o r  f i x e d  f e e  im p o s e d  f o r  t h e  r e g i s t r a t i o n  o f  a  

m o to r  v e h i c l e  o r  a n y  t a x  o n  m o t o r  f u e l ,  o t h e r  t h a n  a  s a l e s  t a x :  p r o v i d e d  

t h a t  t h e  d e f i n i t i o n  o f  " t a x "  i n  A r t i c l e  V I I I  9 may a p p l y  f o r  t h e  p u r p o s e s  

o f  t h a t  A r t i c l e  a n d  t h e  C o m m i s s i o n ' s  p o w e r s  o f  s t u d y  an d  r e c o m m e n d a t i o n  

p u r s u a n t  t o  A r t i c l e  V I  3 may apply.

(c) Withdraw or limit the Jurisdiction of any State or local court o r  

administrative officer or body with respect to any person, corporation or 

other entity or subject matter, except to the extent that such Jurisdiction 

is expressly conferred by or pursuant to this compact upon another agency 

or body.

(d) Supersede or limit the Jurisdiction of any court of the United
v  r '

States.

ARTICLE XII. CONSTRUCTION AND SEVERABILITY.
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Thi s  c o m p a c t  shall b e  l i b e r a l l y  c o n s t r u e d  so as to e f f e c t u a t e  the 

p u r p o s e s  t h e r e o f .  The p r o v i s i o n s  of this c o m p a c t  s h a l l  be s e v e r a b l e  andl 

if any p h r a s e ,  clause, s e n t e n c e ,  o r  p r o v i s i o n  of t h i s  comp ac t  is declare^ 

to be c o n t r a r y  to the c o n s t i t u t i o n  of an y  S t a t e  o r  o f  the U n i t e d  S t a t e s  

or the a p p l i c a b i l i t y  t h e r e o f  to any g o v e r n m e n t ,  a g e n c y ,  p e r s o n  or 

c i r c u m s t a n c e  is held i n v a l i d ,  the v a l i d i t y  o f  the r e m a i n d e r  o f  this 

c o m p a c t  a n d  th e  a p p l i c a b i l i t y  t h e r e o f  to a n y  g o v e r n m e n t ,  a g e n c y ,  

p e r s o n  o r  c i r c u m s t a n c e  s h a l l  not be a f f e c t e d  t h e r e b y .  If this c o m p a c t  

s h a l l  be h e l d  c o n t r a r y to th e  c o n s t i t u t i o n  o f  any S t a t e  p a r t i c i p a t i n g  

t h e r e i n ,  t h e  compact s h a l l  r e m a i n  in ful l  force a n d  e f f e c t  as to the 

r e m a i n i n g  p a r t y  States a n d  in full f orce a n d  e f f e c t  as to the S t a t e  

a f f e c t e d  as to all s e v e r a b l e  m a t ters.

Sec. 4 3.20.1* 10. C O M M I S S I O N E R  O F  R E V E N U E  TO R E P R E S E N T  D E P A R T M E N T .  (a|) 

t h e  c o m m i s s i o n e r  of the D e p a r t m e n t  of R e v e n u e  s h a l l  r e p r e s e n t  thi s  

s t a t e  o n  t h e  M u l t i s t a t e  T a x  C o m m i s s i o n .

( b )  T h e  member r e p r e s e n t i n g  t h i s  s t a t e  o n  t h e  m u l t i s t a t e  c o m m is ­

s i o n  may b e  r e p r e s e n t e d  b y  a n  a l t e r n a t e  d e s i g n a t e d  b y  t h e  c o m m i s s i o n e r .

S e c .  4 3 .2 0 .4 2 0 .  C O N S U L T I N G  C O M M I T T E E .  T h e  g o v e r n o r  s h a l l  a p p o i n t  

a  c o n s u l t i n g  c o m m i t t e e  c o n s i s t i n g  o f  t h r e e  p e r s o n s  w ho  a r e  r e p r e s e n t a ­

t i v e  o f  s u b d i v i s i o n s  a f f e c t e d  o r  l i k e l y  t o  b e  a f f e c t e d  by  t h e  M u l t i s t a t e ]  

T a x  C o m p a c t ,  n o n e  o f  whom  m ay b e  m em bers o f  t h e  l e g i s l a t u r e .  T h e  

m em ber  O f  t h e  c o m m i s s i o n  r e p r e s e n t i n g  t h i s  s t a t e ,  a n d  an y  a l t e r n a t e  

d e s i g n a t e d  b y  h im  s h a l l  c o n s u l t  r e g u l a r l y  w i t h  t h i s  c o m m i t t e e ,  i n  

a c c o r d a n c e  w i t h  A r t i c l e  V I ,  1 .  ( b )  o f  t h e  c o m p a c t .

S e c .  4 3 . 2 0 . 4 3 0 .  A D V IS O R Y  C O M M I T T E E .  T h e r e  i s  e s t a b l i s h e d  t h e
A C ]  i ■ "H., ■ .] ■ ■:'

M u l t i s t a t e  T a x  C om p a c t  A d v i s o r y  C o m m i t t e e  c o m p o s e d  o f  t h e  m em ber o f  t h e

M u l t i s t a t e  T a x  C o m m i s s i o n  r e p r e s e n t i n g  t h i s  s t a t e ,  a n y  a l t e r n a t e  d e s i g -
l • - '• : :T  : . ■ y

n a t e d  b y  h i m ,  t h e  a t t o r n e y  g e n e r a l  o r  h i s  d e s i g n e e ,  t h e  m em bers o f  t h e  

c o n s u l t i n g  C o m m i t t e e ,  t w o  m em bers  o f  t h e  s e n a t e  t o  b e  a p p o i n t e d  b y  t h e
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p r e s i d e n t ,  and two m em bers  o f  t h e  h o u s e  o f  r e p r e s e n t a t i v e s  t o  be 

a p p o i n t e d  by th e  s p e a k e r .  T h e  c i i a i r m a n  s h a l l  b e  t h e  member o f  t h e  

c o m m is s i o n  r e p r e s e n t i n g  t h i s  s t a t e .  Th e  c o m m i t t e e  s h a l l  m e e t  on  t h e  

c a l l  o f  i t s  c h a i rm a n  o r  a t  t h e  r e q u e s t  o f  a  m a j o r i t y  o f  i t s  m em bers ,  

b u t  i n  any e v e n t  i t  s h a l l  m eet n o t  l e s s  t h a n  t h r e e  t im e s  i n  e a c h  y e a r .  

T h e  c o m m it t e e  may c o n s i d e r  a l l  m a t t e r s  r e l a t i n g  t o  r e c o m m e n d a t i o n s  o f  

t h e  M u l t i s t a t e  Tax  C o m m i s s i o n  a n d  t h e  a c t i v i t i e s  o f  t h e  members i n  

r e p r e s e n t i n g  t h i s  s t a t e  on  t h e  c o m m i s s i o n .

S e c .  lJ ; j .2 0 .4 4 0 .  I N T E R S T A T E  A U D IT S .  A r t i c l e  V I I I  o f  t h e  c o m p a c t  

r e l a t i n g  t o  i n t e r a u d i t s  s h a l l  b e  i n  f o r c e  i n  a n d  w i t h  r e s p e c t  t o  t h i s  

s t a t e .

S e c .  2 . E F F E C T I V E  D A T E .  T h i s  A c t  t a k e s  e f f e c t  on  J u l y  1 ,  1970.
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