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MOTION

Pursuant to Evidence Code sections 452 and 459, and California
Rules of Court, rule 8.252, Respondent Franchise Tax Board (the “Board”)
moves this court to take judicial notice of the below-listed documents in
support of its Opening Brief on Merits:

A. Minutes from a December 1, 1972 meeting of the Multistate Tax
Commission. A true and correct copy of which is attached hereto as
Exhibit A.

B. Fla. Stat. § 213.15 (1969), a true and correct copy of which is |

| attached hereto as Exhibit B.

C. Fla. Session Laws, Chapter 71-908, House Bill No. 30-D, a true
and correct copy of which is attached hereto as Exhibit C.

'D. California Tax Form 100 for the year 1993 (entitled "California
Corporation Franchise or Income Tax Return") together with the
instructions thereto; Schedule R for the year 1993 (entitled "Apportionment
and Allocation of Income") together with the instructions thereto; and the
cover page of the 1993 Tax Forms Catalogue, true and correct copies of
which is attached hereto as Exhibit D.

These documents are attached to this motion as required by California
Rules of Court, rule 8.252, subdivision (a)(3). The motion is based on the
attached memorandum of points and authorities, and supporting

declaration, filed herewith.
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MEMORANDUM

This court should take judicial notice of the minutes from the
Multistate Tax Commission, Florida statutes and California Corporate
Income Tax Return Form 100 and Schedule R because these documents are
judicially noticeable as (1) “[o]fficial acts of the legislative, executive and
judicial departments of the United States and of any state of the United
States” under Evidence Code section 452, subdivision (¢), and (2) “[f]acts
and propositions that are not reasonably subject to dispute and are capable
of immediate and accurate determination by resort to sources of reasonably
indisputable accuracy” under Evidence Code section 452, subdivision (h).
(See Ordlock v. Franchise Tax Board (2006) 38 Cal. 4th 897, 912 (judicial
notice taken of Franchise Tax Board operations report as an “official act”
that includes “records, reports and orders of administrative agencies” under
Evid. Code section 452, subd. (c)); Carleton v. Tortosa (1993) 14
Cal.App.4th 745, 753 (judicial notice taken of an official publication and
bulletin issued by California Department of Real Estate as an “official
act.”) Evidence Code section 459 provides that “[a] reviewing court may
take judicial notice of any matter specified in Section 452.”

The documents described above and attached hereto fall into these
categories and judicial notice is proper as to these documents.

A. Why the Matters to be Noticed Are Relevant to the Appeal

The Board contends that the history of the Multistate Tax Compact
supports the Compact member states’ longstanding and consistent
construction of the Compact that permits member states to eliminate or
modify the election and income apportionment provisions contained in
" Articles III and IV of the Compact. The minutes from the December 1,
1972 meeting of the Multistate Tax Commission is relevant because it
includes a resolution by Compact member states and the Multistate Tax

Commission affirming Florida’s legislative action in repealing the election



and apportionment provisions contained in Articles III and IV of the
Compact, and confirming Florida’s continued good standing as a Compact
member state. The Florida statutes consist of (1) Florida Statute § 213,15,
the Multistate Tax Compa(‘;t, and (2) the subsequent Florida session law,
which repealed the election provision within Articles IIT and IV of the
Multistate Tax Compact. Florida repealed Articles III and IV of the
Multistate Tax Compact in December, 1971, and it became effective on
January 1, 1972.

The minutes and Florida statutes are relevant because (1) Florida’s
actions occurred prior to California joining the Multistate Tax Compact in
1974, and (2) the Legislature’s amendment of section 25128 to require a
double-weighted sales factor apportionment formula was consistent with
how Compact member states have long interpreted and acted under the
Compact. These documents support the Board’s contention that amended
Rev. and Tax. Code section 25128 does not conflict with the Multistate Tax
Compact contained in former Rev. and Tax. Code section 38006.

Further, California Corporate Income Tax Return Form 100 and
Schedule R are relevant in demonstrating that the Legislature’s amendment
of section 25128 to double-weight the sales factor without repealing or
amending the Compact did not create confusion in violation of the
reenactment rule because a multistate taxpayer cannot determine its tax
liability by looking only at the Compact. Exhibit D consists of California
Corporate Income Tax Return Form 100 and Schedule R for 1993 together
with the instructions. Page 1 of the Form 100 instructions, the section
entitled “Tax Law Changes,” states “[e]ffective for income years beginning
on or after January 1, 1993, apportioning corporations must use a double-
weighted sales factor.,” This is also set forth in Schedule R, entitled
“Apportionment and Allocation of Indome,” as the actual computation of

the apportionment formula itself is not on Form 100, but on the attached



Schedule R. Schedule R and instructions for 1993, together with the
instructions for Form 100 (which every multistate corporation must
complete), mathematically requires corporations to double-weight the sales
factor. Thus, corporate taxpayers had notice of the change in the
apportionment formula and could not have been confused.

B. Whether the Matters to Be Noticed Were Presented to the
Trial Court

None of the documents presented in this request were presented to the
trial court. The appeal in this matter was taken after the Board successfully
demurred to plaintiffs’ complaints in trial court.

C. Whether the Matters to Be Noticed Relate to Proceedings
Occurring After Judgment

None of the documents presented in this request relate to any
proceedings occurring after the order or judgment that is the subject of this
action.

For each of the foregoing reasons,'the Board respectfully request that

the court take judicial notice of the minutes from the December 1, 1972
meeting of the Multistate Tax Commission, the Florida statutes and
California Tax Form 100 and Schedule R, and the instructions thereto, for
the year 1993.
Dated: April 17,2013 Respectfully submitted,

KAMALA D. HARRIS

Attorney General of California

JOYCE E. HEE
Supervising Deputy Attorney General
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Deputy Attorney General
Attorneys for Defendant and Respondent

Franchise Tax Board
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- OFFICERS: ( : ’ . EXECUTIVE COMMITTEE:

" Regular Member States

@

VERNON HOLMAN
Chairman, State Tax Commissic
State of Utah

EWING H. LITTLE

State of Idaho
CHARLES H. MACK

Director, Department of Revenus |

State of Oregon
JAMES T, McDONALD

MINUTES OF THE MEETING OF THE
MULTISTATE TAX COMMISSION

GENERAL SESSION
December 1, 1972
Denver, Colorado

Chairman Byron L. Dorgan called the meeting to order at 9:13 a.m.
December 1, 1972, at the Radisson Hotel, Denver,Colorado.

Mr. Corrigan then took the roll call, which showed the following -
states present, two being recorded shortly after the roll cali+—""

PRSI )

__-Associite Member States

e

Alaska - "Montana Alabama
‘Arkansas Nebraska _. Arizona
Colorado Nevada California
Hawaii New Mexico
Idaho North Dakota
Il1linois Oregon
Kansas Texas
Michigan Utah

Washington

s
Mr. Corrigan noted that regular member Indiana, associate members i
Minnesota, Ohio and Tennessee, and.non- -members Kentucky and New---" "~
York ‘had been taking part in the meeting during the-week, making

a total.of 20-regular members, 6 .associate members and 2 non-
members 1n attendances -

Approval of Minutes

The minutes of the last meeting of the Commission having
been mailed to the member states more than 30 days prior to this
meeting in accordance with the requirements of the By- laws, and
no proposed objections, changes or alterations being submitted
from the floor, the Minutes were approved as presented.
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'Resolutions

: Chairman Dorgan had, on November 30, appointed the
following men to be members of the Resolutions Committee:

Arthur Fulmer, Florida, Chairman
Jene Bell, Montana
Sydney Goodman, Michigan
Nolan Humphrey, Arkansas
William Peters, Nebraska

On behalf of the Committee, Chairman Fulmer submitted
resolutions for approval as follows:

RESOLUTION No. 1

WHEREAS, the State of Florida views its position as
fully consistent with the principles of the Multistate Tax
Compact and the Multistate Tax Commission as enunciated in
Article I of the Compact; and

: WHEREAS, the State of Florida has repealed Articles
IIT and IV of the Multistate Tax Compact, while still

Jlegislatively, adhering to the spirit of the Compact; and

WHEREAS, the State of Florida will continue to
strive together with tax administrators, national tax groups,
_..and representatives of the business community to develop
new and additional methods of resolving multistate tax
problems; :
T NOW, THEREFORE, BE IT RESOLVED that the State of
Florida be recognized as a regular member in good standing
. of the Multistate Tax Compact and the Multistate Tax
Commission.

On motion made and seconded, the resolution was unani-
mously approved, Florida abstaining.

T 77T RESOLUTION No, 27 77777 77777

WHEREAS, the purpose of the Multistate Tax Commission
is to bring uniformity to the tax laws of the various states
of the United States insofar as said laws affect multistate
business; and

WHEREAS, the Commission believes that the business
community and the States should have a single place to which
to take their tax problems;

NOW, THEREFORE, BE IT RESOLVED that the Multistate
Tax Commission invite the business community to attend all
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sessions of the Commission, serve on Commission Committees,
and assist the Multistate Tax Commission in promoting good
relations with said business community; and

MAY IT FURTHER BE RESOLVED that the Multistate Tax
Commission extend its thanks and appreciation to the
business community for its assistance given to the Com-
mission in all its endeavors to this date.

Upon motion made and seconded, the resolution was

unanimously approved.

RESOLUTION No. 3
(Amending By-law 4(a))

WHEREAS, notice of a proposed change in By- 1aw 4(a)
was duly given in accordance with the provisions of By-law
12 at the Bismarck meeting on June 9, 1972;

NOW, THEREFORE, BE IT RESOLVED that said By-law be,

and it is hereby, amended to read as follows:

4(a) The annual meeting of the Commission shall be
the regular meeting of the Commission in each calendar
year next preceding the fiscal year period. All regular

_meetings of the Commission shall_be held on.dates_and at

o — e e e

places to be fixed by the Executive Committee unless other-
wise ordered by the Commission.

Upon motion made and seconded, the resolution was

unanimously approved.

RESOLUTION No. 4

WHEREAS, paragraph (d) of By-law 7 provides that
notice of the public hearings of the Commission shall be
given by '"publication in at least three metropolitan daily
newspapers having substantial nationwide or regional circu-
lationm "and in at least one tax journal or publicdtion'} and~—"~ -

“WHEREAS, "the Commission beliévés that the publicity — — — 7
given to such hearings through the extensive mailing list
of the Commission and through the major tax service publi-
cations is sufficient for the purposes of all parties
interested in or affected by the Commission's hearings; and

WHEREAS, the Commission desires to eliminate the
requirement for publication in the metropolitan daily news-
papers;
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o e _._.Quly given, in accordance with the provisions of By-law 12, at _

NOW, THEREFORE, BE IT RESOLVED that paragraph (d)
of By-law 7 be, and it hereby is, amended to read as
follows: '

"(d) All hearings shall be open to the public and,
in addition to any other notice required, shall be announced
no less than 30 days in advance of such hearing, (by publi-
cation in at least three metropolitan daily newspapers
having substantial nationwide or regional circulation and
in at least one tax journal or publication.) in a mailing
to the names on the mailing list maintained by the office
of the Multistate Tax Commission, and in such other manner
as the Executive Director shall deem appropriate.

Mr, Corrigan noted that this resolution would amend

. By-law 7(d) and that notice of such a proposed by-law change is

required to bé given at the meeting previous to the meeting at
which the vote on such a change is taken. Accordingly, he

.requested that Mr. Fulmer's reading of the resolution constitute

such notice so that the vote on it could be taken at the next

- meeting of the Commission. The request was unanimously approved.

RESOLUTION No. §

WHEREAS, notice of a proposed change in By-law 10 was

the Bismarck meeting, on June 9, 1972;

NOW, THEREFORE, BE IT RESOLVED that said By-law be,
and it is hereby, amended to read as follows:

10, The order of business at regular meetings of the
Commission shall be:

1. Roll call of the states.

2. Communications.

3. Approval of the minutes of the last regular
meeting and of any special meetings held
since the last regular meeting,

“ 4, Report of Treasiirer. oo B
5, Report of Executive Director.
o 6. Report of Standing Committees. T
7. Unfinished business.
8. New business.
9. Report of Resolutions Committee.
10. Report of Nominating Committee (at Annual

Meeting).
11. Election of officers and Executive Committee
: (at Annual Meeting).
12. Report of Chairman.
13, Comments by Chairman-elect (at Annual Meeting).
14. Adjournment.
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The Commission ..ay order any matter placed on the
agenda for any meeting as special business, or in his dis-
cretion, the Chairman may place upon the agenda any matter
which he deems of sufficient or pressing importance.

Upon motion made and seconded, the resolution was
. unanimously approved.

RESOLUTION No. 6

. WHEREAS, notice of a proposed change in By-law 3(g)
was duly given in accordance with the provisions of By-law 12,
at the Bismarck meeting on June 9, 1972;

NOW:, THEREFORE, BE IT RESOLVED that said By-law be,
and it is hereby, amended to -read as follows:

3(g) The Executive Director shall be selected by the
Chairman with the approval of the Bxecutive Committee, and
shall serve at the pleasure of the Chairman and the Executive
Committee. The Executive Director shall be in general
administrative charge of the affairs of the Commission.
Subject to any directions given by the Commission and within
its policies, he shall hire, promote, supervise, discharge
and fix the duties of members of the Commission staff. He

“'shall”prepare the &inual report required by Article VI, 1(1)
of the Compact, in time to be submitted to the members on

-or before October 31 and transmitted to the governors and

- legislatures of the party states prior to the first day of
January next following. In addition, the Executive Director
shall have such other duties as are conferred upon him
elsewhere in these bylaws and by action of the Commission
During any time when the Commission does not have an Executive
Director, the Chairman may act as such on a temporary basis
or may select an Acting Executive Director,

At Mr. Corrigan's request, Mr. Fulmer then offered an

== amendment to change the proposed date included in the resolution

from October 31 to November 30. Upon motion made and seconded,

this proposed amendment to the resolution was unanimously approved. -
Upon motion made and seconded, the resolution, as so amended, was
also unanimously approved. .

RESOLUTION No. 7
WHEREAS, Section III of the current Multistate Tax

Commission Travel Regulations provides that authorized air
transportation shall be of the "economy" type; and
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w——w..interest of the Commission. Travel by a personal_automobile

\;—..

WHEREAS, it is the desire of the Commission to sub-
Stitute the words '"tourist or coach'" therefor; and

WHEREAS, said Section III of the current regulations
requires that the Executive Director retain in his custody
all credit cards and issue them to individual travellers only
as required; and

WHEREAS, said limitation is not practical in view of
the travel needs of the Audit Coordinator and in view of the
travel needs of the audit personnel in the New York and
Chicago audit offices; and .

: . WHEREAS, the Commission desires to authorize the
Executive Director to issue travel cards to members in
"accordance with his judgment as to the travel needs of the
Commissiog"; -

NOW, THEREFORE, BE IT RESOLVED that Section III of
the Multistate Tax Commission Travel Regulations be, and they
are herewith, changed to read as follows:

ITI. Authorized Reimbursement:

a) Transportation: Commercial air tourist or coach
class is normally to be utilized. However, rail or bus
transportation may be substituted therefor when in the best

may be utilized. If such automotive travel is, in the opinion
of the Executive Director, in the best interest of the Multistate
Tax Commission, a mileage allowance of 10 cents per mile is
authorized., Taxi fares, limousine fares, toll charges, parking
fees and rental car expenses will be authorized in addition to
other transportation expenses. Tickets for commercial travel
for employees will normally be procured by the Multistate Tax
Commission Account-Clerk without personal expense to the
traveler. The Executive Director is authorized to procure
credit cards and to issue them to employees in accordance

with his judgment as to the travel needs of the Commission.
‘Authorized travel of other than Commission employees will be
reimburseable by the Commission upon submission of approved
claims. -

Upon motion made and seconded, the resolution was
unanimously approved.

Mr. Fulmer then thanked Jene Bell of Montana, Sydney

Goodman of Michigan, and Nolan Humphrey of Arkansas, for their
work with him on the Resolutions Committee.

Treasurer's Report

Chairman Dorgan noted that he had, two weeks previously,
sent to each member of the Commission a detailed statement of the
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Commission's financial affairs. In the absence of the Treasurer

from this meeting, Chairman Dorgan requested that that financial

statement be considered to be the Treasurer's Report, and that it

be approved as such. On motion made and seconded, his proposal
was unanimously approved.

. Chairman's Report

Mr. Dorgan then noted that two weeks earlier he had
sent to all regular members a report '"detailing plans for pro-
curing new members, outlining some thoughts on the joint audit
program and other matters.'" At his request, on motion made and
seconded, that report was unanimously accepted as the Chairman's
Report.

COMMITTEE REPORTS -

Sales and Use Tax Committee, Fred O'Cheskey, Chairman

Mr. Corrigan reported for Mr. O'Cheskey that the
Committee had discussed priorities as to which of several sug-
gested activities were most attractive. He said that the
Committee addressed itself primarily to areas in which uniformity
appeared to be possible; and that significant progress had already
been made toward a uniform sales and use tax exemption certifi-
cate. He said that Gates Rubber Company had been largely
respensible for the progress which had already been made in this - -
area, He said that their cooperation with theCommission was
indicative of the type which can be benéficial.to both. the
business community and the states. :

Income Tax Committee, William Pefers, Chairman

. Mr. Peters reported that his committee had proceeded
in much the same manner as had the Sales and Use Tax Committee,
It aimed at discussing and getting reactions from both business
and state representatives concerning in which areas uniformity
is most desirable. Statutes of limitation constituted one such
area of discussion., Mr. Peters said that subcommittees would
soon be appointed to attack the various problems. He invited
volunteers for those subcommittees. o

Rules and Regulations Committee, Theodore de Looze, Chairman

Mr, de Looze reported that his committee had met
with a large group of business and state representatives on
November 29. It had at that time reviewed at length the pro-
posed revision of the Commission's corporate income tax.
regulations. As a result of that meeting and of subsequent
executive sessions of the committee, it was unanimously
agreed to recommend to the Commission that public hearings on




the proposal be conducted in accordance with the Multlstate
Tax Compact and the by-laws of the Multistate Tax Commission
in order that, if the hearing officer's recommendations were
issued promptly, the Commission might consider the proposal
and the hearing officer's report with respect thereto at

the February meeting of the Commission in Washington, D. C.

Joint Audit Committee, Robert Kessel, Chairman

Mr. Dorgan noted that Mr. Kessel had reported his
committee's activities to the Executive Committee on a prior
day. He said that he would consider that report to be incor-
porated into this meeting by reference.-

Mr. Kessel had reported that his committee had been
active in 1) creating an audit resources list consisting of
-corporations which the states had assigned to the Commission for
audit; 2) composing a Regional Information Sharing Agreement

~for executlon by the various states; and 3) preparing a seminar

on jurisdiction. (The first presentation of this seminar was
conducted at Springfield, Illinois, the following week.)

Mr. Dorgan then noted that he had appointed a Long
Range Planning Committee to consider areas of activity to

__..which the Commission should expect to devote major portions

of its attention during coming years. He has appointed John

'Heckers as Chairman of that committee,

Mr. Dorgan then noted that the Reciprocal Informa-
tion Sharing Agreement, to which Mr. Kessel had referred, had
been examined by the members and that several states had
-already executed it. He emphasized the importance of its being
executed by as many states as possible, stating that in his
consideration it represents a significant milestone in fur-
thering cooperation among the states in sharing tax information.

.(See attached copy.)

Mr. Norman Nowak, of the Institute for Tax Admin-
istration of the University of Southern California, then addressed
the meeting. He referred to the Commission's efforts to obtain
federal funding of a training program under the Intergovern-
mental Personnel Act, He said that the rejection of the
application for the funds resulted primarily from lack of
supporting materials from among the states. He noted that
the Commission had sought to obtain the needed material by

‘distributing a questionnaire (see attachment), but that only

sixteen states had responded to it thus far. He urged all
states to complete the questionnaire as soon as possible.

He also -urged all tax administrators to seek additional train-
ing funds this year from their legislatures in order to be able
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"to take advantage of training programs which are being made
increasingly available through the Multistate Tax Commission
and the University of Southern California. '

Mr. Dorgan then noted that, while the December 7-8

seminar in Springfield had originally been planned for a
group of 18-20 people, eighty people were now expected to
attend. (Eighty five did attend and gave the seminar high
grades.) He said that this was just an indication of the
success of the Commission as the member states became more
and more appreciative of its benefits 'and increased their
participation in its activities.

He then adjourned the meeting.

e
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chapters 208, 207, 208, 209, and 212 shall here-
after mean the department of revenue. The
words secretary of state as they relate to the
collection of the capital stock tax as used in
chapter 608, shall hereafter mean the depart-
ment of revenue. The statutory revision service
is authorized and directed to substitute the
term department of revenue or the director of
the department of revenue or his duly author-
ized agents for the term comptroller, state
comptroller or the secretary of state wherever
appropriate in the chapters listed above.

History.—§7, ch, 83-283; 85, ch, 65-3T1; §2, ch. 65-420; 3§29,
30, ch, 60-53; §§21, 35, ch. 60-106, '

213.071- Certification under seal of certain
records by executive director-—The executive
director of the department of revenue may
certify under appropriate seal, copies of any
records, papers or documents placed in his
custody, keeping and care by law. Such certi-
fied copies shall have the same force and effect
as evidence as would the original records,

paPers or documents.
History.—§1, ch, 65-41; §§21, 38, ch. 69-106,

213,10 Deposit of tax moneys collected.—
Any and all tax moneys collected by the de-
partment of revenue shall be deposited in the

appropriate fund as provided by law.
. History.—§10, ch, 63-253; §§21, 3B, ch. 68-108.

PARTII
MULTISTATE TAX COMPACT

2138.156 Multistate tax compact,
213.16 Multistate tax commission; member, al-
ternate,

213.15 Multistate tax compact.—The “mul-
tistate tax compact” is hereby enacted into law
and entered into with all jurisdietions legally
joining therein, in the form substantially as
follows:

: MULTISTATE TAX COMPACT

ARTICLE I

PURPOSES.—The purposes of this compact
areto: - v :
- (1) VFacilitate proper determination of state
and local tax liability of multistate taxpayers,
including the equitable apportionment of tax
bases and settlement of apportionment dis-
putes. :

(2) Promote uniformity or compatibility in
significant components of tax systems.

(8) Facilitate taxpayer convenience and

compliance in the filing of tax returns and in
other phases of tax administration.
(4) Avoid duplicative taxation.

ARTICLEII

DEFINITIONS.—As used in this compact:

(1)  “State” means a state of the United
States, the District of Columbia, the Common-
wealth of Puerto Rico, or any territory or pos-
session of the United States.

(2) “Subdivision” means any governmental
unit or special district of a state,

(8) “Taxpayer” means any corporation,
partnership, firm, association, governmental
unit or agency or person acting as a business
entity in more than one state,

(4) “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
gpecifically and directly related to particular
transactions.

(5) “Capital stock tax” means a tax meas-
ured in any way by the capital of a corpora-
tion considered in its entirety.

(6) “Gross receipts tax’” means a tax, other

218.17 Multistate tax compact advisory com-
mittee ; membership; duties.
213.18 Interaudits.

than a sales tax, which is imposed on or meas-
ured 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 state or local law to be
separately stated from the sales price by the
seller, or which is customarily separately stated
from the sales price, but does not include a
tax imposed exclusively on the sale of a spe-
cifically identified commodity or article or class
of commodities or articles. .

(8) “Use tax” means a nonrecurring tax,
other than a sales tax, which: :

(a) Is imposed on or with respect to the

exercise or enjoyment of any right or power
over tangible personal property incident to the
ownership, possession or custody of that prop-
erty or the leasing of that property from an-
other including any consumption, keeping, re-
tention, or other use of tangible personal prop-
erty; and

(b) Is complementary to a sales tax.

(9) “Tax” means an income tax, capital
stock tax, gross receipts tax, sales tax, use tax,
and any other tax which has a multistate im-

pact, except that the provisions of Articles’

111, 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 in 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

1004
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Ch 213

STATE REVENUE LAWS; GENERALLY

Ch. 213

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 in-
come in the manner provided by the laws of
such state or by the laws of such states and
subdivisions without reference to this compact,
or may elect to apportion and allocate in ac-
cordance 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 with-
out reference to the election made in others.
For the purposes of this paragraph, taxes im-
posed by subdivisions shall be considered sep-
arately from state taxes and the apportion-
ment 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 subdivisions within a state be
greater than the apportionment and allocation
that would be assignable to that state if the
apportionment or allocation were being made
with respect to a state income tax.

Taxpayer option, short form.—

(2) Each party state or any subdivision
thereof which imposes an income tax shall pro-
vide by law that any taxpayer required to file
a return, whose only activities within the tax-
.ing jurisdietion consist of sales and do not in-
clude owning or renting real estate or tangible
personal property, and whose dollar volume
of gross sales made during the tax year within
the state or subdivision, as the case may be,
is not in excess of one hundred thousand dol-
lars may elect to report and pay any tax due
on the basis of a percentage of such volume,
and shall adopt rates which shall produce a
tax which reasonably approximates the tax
otherwise due. The multistate tax commission,
not more than once in five years, may adjust
the one hundred theusand dollar figure in order
to reflect such changes as may occur in the
real value of the dollar, and such adjusted
figure, upon adoption by the commission, shall
replace the one hundred thousand dollar figure
specifically provided herein, Each party state
and subdivision thereof may make the .same
election available to taxpayers additional to
those specified in this paragraph. .

Coverage.—

(3) Nothing in this Article relates to the
reporting or payment of any tax other than an

income tax,
ARTICLE IV

DIVISION OF INCOME.—

(1) As used in this Article, unless the
context otherwise requires:
~ (a) “Business income” means income aris-
ing from transactions and activity in the reg-
ular course of the taxpayer’s trade or business
and includes income from tangible and intangi-
ble property if the acquisition, management,
and disposition of the property constitute in-
tegral parts of the taxpayer’s regular trade or
business operations. : :

come other than business income.

(b) “‘Commercial domicile” means the prin-
cipal place from which the trade or business
of the taxpayer is directed or managed.

(c) “Compensation” means wages, salaries,
commisgions and any other form of remunera-
tion paid to employees for personal services.

(d) “Financial organization” means any
bank, trust company, savings bank, industrial
bank, land bank, safe deposit company, private
banker, savings and loan association, credit
union, cooperative bank, small loan company,
sales finance company, investment company, or
any type of insurance company.

(e) “Nonbusiness income” means all in-

(f) “Public utility” means any business
entity: . :

1. Which owns or operates any plant, equip-
ment, property, franchise, or license for the
transmission of communications, transportation
of goods or persons, except by pipeline, or
the production, transmission, sale, delivery, or
furnishing of electricity, water or steam; and

2. Whose rates of charges for goods or serv-
ices have been established or approved by a
federal, state or local government or govern-
mental 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 Common-
wealth of Puerto Rico, any territory or posses-
sion 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 apportion~
ment and allocation of income for local tax
purposes, the subdivision or local taxing dis-
trict in which the relevant tax retupd is filed.

.(2) Any taxpayer having income’ from busi-
ness activity which is taxable both within and
without this state, other than activity as a fi-
nancial organization or public utility or the
rendering of purely personal services by.an
individual, shall allocate and apportion his net
income as provided in this Article. If a tax-
payer has income from business activity as. a
public utility but derives the greater percent-
age of his income from activities subject to
this Article, the taxpayer may elect to allocate
and apportion his entire net income as pro-
vided in this Article. ‘

. (8) For purposes of allocation and appor-
tionment of income under this Article, a tax-
payer is taxable in another state if:

(a) In that state he is subject to 2 net in-
come tax, a franchise tax measured by net in-
come, a franchise tax for the privilege of doing
business, or a corporate stock tax, or

(b) 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 tangi-
ble personal property, capital gains, interest,
dividends or patent or copyright royalties, to
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the extent that they constitute nonbusiness in-
come, shall be allocated as provided in para-
graphs (5) through (8) of this Article.

() (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

9. In their entirety if the taxpayer’s com-
mercial domicile is in this state and the tax-
payer is not organized under the laws of or
taxable in the state in which the property is
utilized. _ :

(¢) The extent of utilization of tangible
personal property in a state is determined by
multiplying the rents and royalties by a frac-
tion, the numerator of which is the number of
days of physical location of the property in the
state during the rental or royalty period in
the taxable year and the denominator of which
is the number of days of physical location of
the property everywhere during all rental or
royalty periods in the taxable year, If the physi-
cal location of the property during the rental
or royalty period is unknown or unascertain-
able by the taxpayer, tangible personal prop-
erty is utilized in the state in which the prop-
erty was located at the time the rental or roy-
- alty payer obtained possession.

(6) (a) Capital gains and losses from sales
of real property located in this state are al-
locable to this state, ,

(b) Capital gains. and losses from sales of
tangible personal 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 in
the state in which the property had a situs.

(¢) Capital gains and losses from sales of
intangible personal property are allocable to
this state if the taxpayer’s commercial domi-
cile is in this state. T

~(7) Interest and dividends are allgcable to
this state if the taxpayer’s commercial domi-
cile is in this state. S

(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 copy-
right is utilized by the payer in a state in
which the taxpayer is not taxable and the tax~
payer’s commercial domicile is in this state.

(b) A patent is utilized in a state to the
extent that it is employed in production, fabri-
cation, manufacturing, or other processing in
the state or to the extent that a patented prod-
uct is produced in the state, If the basis of
receipts from patent royalties does not permit
allocation to states or if the accounting pro-

cedures do not reflect states of utilization, the
patent is utilized in the state in which the
taxpayer’s commercial domicile is located.

- (e) A copyright is utilized in a state to the
extent that printing or other publication origi-
nates in the state. If the basis of receipts from
copyright royalties does not permit allocation
to states or if the accounting procedures do not
reflect states of utilization, the copyright is
utilized in the state in which the taxpayer’s
commercial domicile is located.

(9) All business income shall be appor-
tioned to this state by multiplying the income
by a fraction, the numerator of which is the
property factor plus the payroll factor plus the
sialles factor, and the denominator of which is
three.

(10) The property factor is a fraction, the
numerator of which is the average value of the
taxpayer's real and tangible personal property
owned or rented and used in this state during
the tax period and the denominator of which is
the average value of all the taxpayer’s real
and tangible personal property owned or rented
and used during the tax period.

(11) Property owned by the taxpayer is
valued at its original cost. Property rented by
the taxpayer is valued at eight times the net
annual rental rate. Net annual rental rate is
the annual rental rate paid by the- taxpayer
less any annual rental rate received by the tax-
payer from subrentals. L

(12) The average value of property shall
be determined by averaging the values at the
beginning and ending of the tax period but the
tax administrator may require the averaging
of monthly values during the tax period if rea-
sonably required to reflect properly the aver-
age value of the taxpayer’s property.

(18) 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 denomina-
tor of which is the total compensation paid
everywhere during the tax period. '
- (14) Compensation is paid in this state if:

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

(b) The individual’s service is performed
both within and without the state, but the
service performed without the state is inci-
dental to the individual’s service within the
state; or .

(¢) Some of the service is performed in
the state and ,

1, The base of operations or, if there is
no base of operations, the place from which
the service is directed or controlled is in the
state, or

2. The base 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 resi-
dence is in this state.

(15) The sales factor is a fraction, the nu-
merator of which is the total sales of the tax-
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payer 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.0.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 gov-
ernment; or

2. The taxpayer is not taxable in the state
of the purchaser.

(17) Sales, other than sales of tangible per-
sonal property, are in this state if;

(a) The income-producing activity is per-
formed in this state; or

(b) The income-producing activity is pers
formed both in and outside this state and a

greater proportion of the income-producing ac-
tivity is performed in this state than in any
other state, based on costs of performance.

(18) If the allocation and apportionment
provisions of this Article do not fairly repre-
gsent the extent of the taxpayer’s business ac-
tivity in this state, the taxpayer may petition
for or the tax administrator may require, in
respect to all or any part of the taxpayer’s
business activity, if reasonable:

(a) Separate accounting;

. (b) The exclusion of any one or more of
the factors; : ,

(¢) The inclusion of one or more additional
factors whieh will fairly represent the tax-
payer’s business activity in this state; or

(d) The employment of any other method
to effectuate an équitable allocation and ap-
portionment 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 an-
other 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 sub-
division.

Exemption certificates, vendors may rely.—

(2) Whenever a vendor receives and ac-
cepts in good faith from a purchaser a resale
or other exemption certificate or other written
evidence of exemption authorized by the ap-
propriate state or subdivision taxing authority,
the vendor shall be relieved of liability for a
igles or use tax with respect to the transac-
ion.

ARTICLE VI

"THE COMMISSION.—Organization
management.—

(1)(a) The multistate tax commission is
hereby established. It shall be composed of one
member from each party state who shall be
the head of the state agency charged with the
administration of the types of taxes to which
this compact applies. If there is more than one
such agency the state shall provide by law for
the selection of the commission member from
the heads of the relevant agencies. State law
may provide that a member of the commission
be represented by an alternate but only if
there is on file with the commission written
notification of 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 pro-
vide, 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 con-
sult with the commission member from that
state. :

(¢) 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
tl_lgrefgr and an agenda of the items to be con-
sidered.

(f) The commission shall elect annually,
from among its members, a chairman, a vice-
chairman and a treasurer. The commission
shall appoint an executive director who shall
serve at its pleasure, and it shall fix his duties
and compensation, The executive director shall
be secretary of the commission. The commis-
sion shall make provision for the bonding of
such of its officers and employees as it may
deem appropriate.

(g) Irrespective of the civil service, per-
sonnel or other merit 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 com-
pensation. The commission bylaws shall pro-
vide for personnel policies and programs.

(h) The commission may borrow, accent or

and
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contract for the services of personnel from any
state, the United States, or any other govern-
mental entity.

(i) The commission may accept for any of
its purposes and functions any and all dona-
tions and grants of money, equipment, sup-
plies, 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 busi-
ness, :

(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) The commission annually shall make to
the governor and legislature of each party
state a report covering its activities for the
‘preceding year. Any donation or grant ac-
cepted by the commission or services borrowed
shall be reported in the annual report of the
commission, and shall include the nature,
amount and conditions, if any, of the dona-
~ tion, gift, grant or services borrowed and the
identity of the donor or lender. The commis-
sion may make additional reports as it may
deem desirable,

Committees.—

(2)(a) To assist in the conduct of its busi-
ness when the full commission is not meeting,
the commission shall have an executive com-
mittee of seven members, including the chair-
man, vice-chairman, treasurer and four other
members elected annually by the commission.
The executive committee, subject to the pro-
visions of this compact and consistent with the
policies of the commission, shall function as
provided in the bylaws of the commission.

(b) The commission may establish advisor
and technical committees, membership on whic
may include private persons and public offi-
cials, in furthering any of its activities. Such
committees may consider any matter of con-
cern to the commission, including problems of
special inferest to any party state and problems
dealing with particular types of taxes.

_(¢) The commission may establish such ad-
ditional committees as its bylaws may provide.

Powers.—

(8) In addition to powers conferred else-
where in this compact, the commission shall
have power to: :

(a) Study state and local tax systems and
particular types of state and local taxes.

(b) Develop and recommend proposals for
an increase in uniformity or compatibility of
state and local tax laws with a view toward
encouraging the simplification and improvement
of state and local tax law and administration.
.. (e) Compile and publish information as in
its judgment would assist the party states in
implementation of the compact and taxpayers
in complying with state and local tax laws.

(d) Do 2ll things necessary and incidental

to the administration of its functions pursuant
to this compact.

Finance.— . ,

(4) (a) The commission shall submit to the
governor or designated officer or officers of
each party state a budget of its estimated ex-
penditures for such period as may be required
by the laws of that state for presentation to
the legislature thereof,

(b) Each of the commission’s budgets of
estimated expenditures shall contain specific
recommendations of the amounts to be appro-
priated by each of the party states. The total
amount of appropriations requested under any

such budget shall be apportioned among the

party states as follows: One tenth in equal
shares; and the remainder in proportion to the
amount of revenue collected by each party
state and its subdivisions from income taxes,
capital stock taxes, gross receipts taxes, sales
and use taxes. In determining such amounts,
the commission shall employ such available
publiec sources of information as, in its judg-
ment, present the most equitable and accurate
comparisons among the party states, Each of
the commission’s budgets of estimated expendi-
tures and requests for appropriations shall in-
dicate the sources used in obtaining informa-
tion employed in applying the formula con-
tained in this paragraph.

(e) The commission shall not pledge the
credit of any party state. The commission may
meet any of its obligations in whole or in part
with funds available to it under paragraph
(1) (i) of this Article; provided that the com-
mission takes specific action setting aside such
funds prior to incurring any obligation to be
met in whole or in part in such manner. Ex-
cept where the commission makes use of funds
available to it under paragraph (1) (i), the
commission shall not incur any obligation
prior to the allotment of funds by the party
states adequate to meet the same.

(d) The commission shall keep accurate

_accounts of all receipts and disbursements. The

receipts  and disbursements of the commis-
gion shall be subject to the audit and account-
ing procedures established under its bylaws.
All receipts and disbursements of funds han-
dled by the commission shall be audited yearly
by a certified or licensed public accountant
and the report of the audit shall be in-
cluded in and become part of the annual re-
port of the commission.

(e) The accounts of the commission shall
be open at any reasonable time for inspection
by duly constituted officers of the party states
and by any persons authorized by the commis-
sion.

(f) Nothing contained in this Article shall
be construed to prevent commission compli«
ance 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
UNIFORM REGULATIONS AND FORMS.—
(1) Whenever any two or more party

1008
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states, or subdivisions of party states, have
uniform or similar provisions of law relating
to an income tax, capital stock tax, gross re-
ceipts tax, sales or use tax, the commission
may adopt uniform regulations for any phase
of the administration of such law, including
agsertion of jurisdiction to tax, or prescribing
uniform tax forms. The commission may also
act with respect to the provisions of Article IV
of this compact. .

(2) Prior to the adoption of any regulation,
the commission shall:

(a) As provided in its bylaws, hold at least
one public hearing on due notice to all affected
party states and subdivisions thereof and to
all taxpayers and other persons who have
made timely requests of the commission for
advance notice of its regulation-making pro-
ceedings.

(b) Afford all affected party states and
subdivisions and interested persons an oppor-
tunity to submit relevant written data and
views, which shall be considered fully by the
commission. _

(3) The commission shall submit any regu-
lations adopted by it to the appropriate offi-
cials of all party states and subdivisions to
which they might apply. Each such state and
subdivision shall consider any such regulation
for adoption in accordance with its own laws
and procedures.

ARTICLE VIII

INTERSTATE AUDITS.— o

(1) This Article shall be in force only in
those party states that specifically provide
therefor by statute.

(2) Any party sfate or subdivision thereof
desiring to make or participate in an audit of
any accounts, books, papers, records or other
documents may request the commission to per-
form the audit on its behalf. In responding to
the request, the commission shall have access
to and may examine, at any reasonable time,
such accounts, books, papers, records, and
other documents and any relevant property or
stock of merchandise, The commission may en-
ter into agreements with party states or their
subdivisions for assistance in performance of
the audit. The commission shall make charges,
to be paid by the state or local government or
governments for which it performs the service,
for any audits performed by it in order to re-
imburse itself for the actual costs incurred
in making the audit.

(8) The commission may require the at-
tendance of any person within 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 with respect
to any account, book, paper, document, other
record, property or stock of merchandise being
examined in connection with the audit. If the
Eerson is not within the jurisdiction, he may
e required to attend for such purpose at any
time and vlace fixed by the commission within

the state of which he is a resident; provided
that such state has adopted this Article.

(4) The commission may apply to any court
having power to issue compulsory process for
orders in aid of its powers and responsibili-
ties pursuant to this Article and any and all
such courts shall have jurisdiction to issue
such orders. Failure of any person to obey any
such order shall be punishable as contempt of
the issuing court. If the party or subject matter
on account of which the commission seeks an
order is within the jurisdiction of the court
to which application is made, such application
may be to a court in the state or subdivision
on behalf of which the audit is being made
or a court in the state in which object of the
order being sought is situated. The provisions
of this paragraph apply only to courts in a
state that has adopted this Article.

(6) The commission may decline to perform
any audit requested if it finds that its available
personnel or other resources are insufficient for
the purpose or that, in the terms requested,
the audit is impracticable of satisfactory per-
formance. If the commission, on the basis of
its experience, has reason to believe that an
audit of a particular taxpayer, either at a par-
ticular time or on & particular schedule, would
be of interest to & number of party states or
their subdivisions, it may offer to make the
audit or audits, the offer to be contingent on
sufficient participation therein as determined
by the commission.

(6) Information obtained by any audit pur-
suant to this Article shall be confidential and
available only for tax purposes to party states,
their subdivisions or the United States. Avail-
ability 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 agen-
cles 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. .

(T) Other arrangements made or author-
ized pursuant to law for cooperative audit by
or on behalf of the party states or any of
their subdivisgions are not superseded or invali-
dated by this Article.

(8) In no event shall the commission make
any charge against a taxpayer for an audit.

(9) As used in this Article, “tax,” in addi-
tion to the meaning ascribed to it in Article
II, means any tax or license fee imposed in
whole or in part for revenue purposes.

ARTICLE IX

ARBITRATION.—

(1) Whenever the commission finds a need
for settling disputes concerning apportion-
ments and allocations by arbitration, it may
adopt a regulation placing this Article in ef-
%aIcIt, notwithstanding the provisions of.Article

(2) The commission shall select and main-
tain an arbitration manal camnnaad of affinave
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and employees of state and local governments
and private persons who shall be knowledge-
able and experienced in matters of tax law
and administration. .

(8) Whenever a taxpayer who has slected
to employ Article IV, or whenever the laws of
the party state or subdivision thereof are sub-
stantially identical with the relevant provi-
sions of Article IV, the taxpayer, by written
notice to the commission and to each party
state or subdivision thereof that would be af-
fected, may secure arbitration of an appor-
tionment or allocation, if he is dissatisfied with
the final administrative determination of the
tax agency of the state or subdivision with
respect thereto on the ground that it would
subject him to double or multiple taxation by
two or more party states or subdivisions there-
of. Each party state and subdivision thereof
hereby consents to the arbitration as provided
herein, and agrees to be bound thereby.

(4) The arbitration board shall be com-
posed of one person selected by the taxpayer,
one by the agency or agencies involved, and
one member of the commission’s arbitration
panel. If the agencies involved are unable to
agree on the person to be selected by them,
such person shall be selected by lot from the
total membership of the arbitration panel. The
two persons selected for the board in the man-
ner provided by the foregoing 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 mem-
bership of the arbitration panel. No member

of a board selected by lot shall be qualified to:

gserve if he is an officer or employee or is
otherwise affiliated with ‘any party -to. the ar-
bitration proceeding. Residence within the jur-
isdiction of a party state to the arbitration
proceeding shall not constitute affiliation with-
in the meaning of this paragraph.

" (5) The board may sit in any state or. sub-
division party to the proceeding, in the state of
the taxpayer’s incorporation, residence or
domicile, in any state where the taxpayer does
business, or in any place that it finds most
appropriate for gaining access to évidence rel-
evant to the matter before it.

(6) The board shall give due notice of the
times and places of its hearings. The parties

shall be entitled to be heard, to present evi-~

dence, and to examine and cross-examine wit-
nesges. The board shall act by majority vote.

(7) The board shall have power to admin-
ister oaths, take a testimony, subpoena and re-
quire the atténdance of witnesses and the pro-
duction of accounts, books, papers, records, and
other documents, and issue commissions to take
testimony. Subpoenas may be signed by any
member of the board. In case of failure to
obey a subpoena, and upon application by the
board, any judge of a court of competent juris-
diction of the state in which the board is sit-
ting or in which the person to whom the sub-
poena is directed mav be found mav make an

'oﬁicer in each of the party states.

order requiring compliance with the subpoena,
and the court may punish failure to obey the
order asha conltempt.] The provigions of thig
paragraph apply only in states that h

adopted this Al?ticle. v have :

(8) Unless the parties otherwise agree the
expenses and other costs of the arbitration
shall be assessed and allocated among the par-
ties by the board in such manner as it may
determine. The commission shall fix a schedule
of compensation for members of arbitration
boards and of other allowable expenses and
costs. No officer or employee of a state or local
government who serves as a member of a board
shall be entitled to compensation therefor un-
less he is required on account of his service to
forego the regular compensation attaching
to his public employment, but any such board
member shall be entitled to expenses.

(9) The board shall determine the disputed
apportionment or allocation and any matters
necessary thereto. The determinations of the
board shall be final for purposes of making
the apportionment or allocation, but for no
other purpose.

(10) The board shall file with the commis-
sion and with each tax agency represented in
the proceeding: The determination of the
board; the board’s written statement of its
reasons therefor; the record of the board’s pro-
ceedings; and any other documents required by -
%liedarbitration rules of the commisasion to be

ed. :

(11) The commission shall publish the de-
terminations of boards together with the state-
ments of the reasons therefor.

(12) The commission shall adopt and pub-
lish rules of procedure and practice and shall
file a copy of such rules and of any amend-
ment thereto with the appropriate agency or

(13) Nothing contained herein shall pre-
vent at any time a written compromise of any
matter or matters in dispute, if otherwise law-
ful, by the parties to the arbitration proceed-

ing. -
ARTICLE X

ENTRY INTO FORCE AND WITH- .*

DRAWAL.—

(1) This compact shall enter into force
when enacted into law by any seven -states.
Thereafter, this compact shall become effective
as to any other state upon its enactment
thereof. The commission shall arrange for noti-
fication of all party states whenever this
[there] is a new enactment of the compact.

(2) Any party state may withdraw from
this compact by enacting a statute repealing
the same. No withdrawal shall affect any lia-
bility already incurred by or chargeable to a
party state prior to the time of such with-
drawal,

(8) No proceeding commenced before an
arbitration board prior to the withdrawal of
a state and to which the withdrawing state or
anv subdivision therenf i’ a mnarty shall ha
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discontinued or terminated by the withdrawal,
nor shall the board thereby lose Juri.sdiction
over any of the parties to the proceeding nec-
essary to make a binding determination there-

1 ARTICLE XI

EFFECT ON OTHER LAWS AND JURIS-
DICTION.—Nothing in this compact shall be
construed to:

(1) Affect the power of any state or sub-

division thereof to fix rates of taxation, except

that a party state shall be obligated to imple-
ment Article ITI(2) of this compact. )

(2) Apply to any tax or fixed fee imposed
for the registration of a motor vehicle or any
tax on motor fuel, other than a sales tax; pro-
vided that the definition of “tax” in Article
VIII(9) may apply for the purposes of that
Article and the commission’s powers of study
and recommendation pursuant to Article VI
(3) may apply. . o

(3) Withdraw or limit the jurisdiction of
any state or local court or administrative of-
ficer or body with respect to any person, cor-
poration or other entity or subject matter, ex-
cept to the extent that such jurisdiction is ex-
pressly conferred by or pursuant to this com-
pact upon another agency or body.

(4) Supersede or limit the jurisdietion of
any court of the United States.

ARTICLE XII

CONSTRUCTION AND SEVERABILITY.—
This compact shall be liberally construed so
as to effectuate the purposes thereof. The pro-
visions of this compact shall be severable and
if any phrase, clause, sentence or provision of
this compact is declared to be contrary to the
constitution of any state or of the United States
or the applicability thereof to any govern-
ment, agency, person or circumstance is held
invalid, the validity of the remainder of this
compact and the applicability thereof to any
government, agency, person or circumstance
shall not be affected thereby. If this compact

shall be held contrary to the constitution of
any state participating therein, the compact
shall remain in full force and effect as to the
remaining party states and in full force and
effect as to the state affected as to all sever-
able matters.

History.—§1, ch. 87-508,

213.16 Multistate tax commission; member,
alternate.—

(1) "The executive director of the depart-
ment of revenue shall represent this state on
the multistate tax commission.

(2) The executive director of the depart-
ment of revenue may designate a principal
deputy or assistant to serve as his alternate
on the multistate tax commission,

History.—§2, c¢h, 87-508; §§21, 35, ch., €p-106,

213.17 Multistate tax compact advisory
committee; membership; duties.—There is
hereby established the multistate tax. compact
advisory committee to be composed of the mem-
ber of the multistate tax commission repre-
senting this state, any alternate designated
by him, the attorney general or his designee,
two members of the state senate, appointed by
the president of the senate, and two members
of the state house of representatives, appointed
by the speaker thereof. The chairman shall be
the member of the commission representing this

" state. The committee shall meet on the call of

its chairman or at the request of a majority
of its members, but in no event shall it
meet less than three times in each year. The
committee may consider any and all matters
relating to recommendations of the multistate
tax commission and the activities of the mem-
bers in representing this state thereon.
Hisgtory.—~§3, ch. 67-508,

213.18 Interaudifs.—Article VIII of the
multistate tax compact, relating to interaudits,
shall be in force in and with respeet to this
state on and after July 1, 1969.

History,—34, ch, 87-598,
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fee of

& fee of ten dolars: Photographs or microphotographs of any
records made in compliance with section 608.86, Floride Stat-
utes, shall be acceptable and have the same force and effect as
the originals thereof. Restoration shall be effective from the
date of dissolution or cancellation of permit.

(3) Should the name of the dissolved eeyparatien entity -

have been lawfully appropriated by another eerperation entity

- the applicants shall be permitted to amend the application by

adopting another name and thereafter the eerporation entity
shall continue under the name so adopteds, provided however,
the name of the dissolved entity shall not be available for use by
another entity until after the passage of one (1) year from the
date of the final dessolution.

(4) Restored eomperatiens entilies shall ‘be subject to the

eapital sboek privilege fax from the effective date of restoration.

Section 7. Chapter ' 608, Flor1da Statutes, is amended by
adding a new section to read .

In such cases where the department of state has caused to be
made copies of any records maintained by it by miniature pho-
tographic microfilming or other processes as authorized by sec-

tion 15.16, Florida Statutes, the depariment of state may de-

stroy the orzgmal of said documents, pursuant to la,w

" Section 8. This act shall take effect 1mmed1ate1y upon be-

coming law.
Approved by the Governor December 16 1971
.Filed in Office Secretary of State December 17, 1971,

CHAPTER 71-980
House Bill No. 30-D

| AN ACT relating to taxation and finance; repealing Articles III

and IV of the Multistate Tax Compact, sectlon 218.15, Florida
Statutes; repealing subparagraph 214,71 (3) (2) (2), Florlda
Statutes; providing an effective date.

Be It Enacted by the Legislature of the State of Florida:
‘51

LAWS OF FLORIDA - CHAPTER 71-980




CHAPTER 71-980  LAWS OF FLORIDA

Section ‘1. Articles III and IV of section 218.15, Florida
Statutes, are hereby repealed.

Section 2. Paragraph 214. 71(3)(a), Flor1da Statutes, is
amended to read:

214.71 Apportlonment general method.—Except as other-
wise provided in sections 214.72 and 214.78, the base upon which
any tax made applicable to this chapter shall be apportioned
shall be determined by multiplying same by a fraction, the num-
erator of which is the sum of the property factor, the paywoll

factor and the sales factor, and the denominator of which is-

three (8). In the event any of the factors described in subsec-
tions (1), (2) or (8) has a denominator which is zero or is
~ determined by the department to be insignificant, the denomina-~

tor of the apportionment fraction shall be reduced by the number

of such factors.

(8) The sales factor is a fraction, the numerator of which is
the total sales of the taxpayer in th1s state durmg the taxable
year or period and the denominator of which is the total sales of
‘the taxpayer everywhere durmg the taxable year or period.

- (a) Sales of tanglble personal property aré in this state ifz

{1} the property is delivered or shipped to a purchaser within

this state, regardless of the f.0.b. point or other conditions of the
salezem. -

-(-2-)- the pfeperty is ahaiaped from &1 ea‘:'—fiee- ghore; Ware-
hease—a@&eteﬁygefethefpheeefstef&gemthmstatey&ﬁée}thef
the purchaser is the United States government or the taxpayer
mnetsub&eetteaeemfafablet&xenthes&}emthestateeithe
pﬂ-rehaser-

Section 8. This act shall take effect on January 1, 1972.

Approved by the Governor December 16, 1971, |

Filed in Office Secretary of State December 17, 1971.
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— INCOME YEAR FORM
— 1993  California Corporation Franchise or Income Tax Return 100
' MONTH . DAY YEAR g MONTH - DAY YEAR :
For income year beginning I | 1903 . . and ending . | | - ) I
Affix Preaddressed Label E Did this bank or corporation determine ils incoma pursuant 1o a water'sredge i
Californla corporation number Federal employer identification number election? (If yes, atiach Form 100WE and Form 100-FEE). e [ Yes [ No
) If yes, indicate the date the contract begins ends
Corporation name * FDoes this corporation or bank and is related entitles have either 1) property, payrof
or sales In foreign countries that exceeds $10,000,000; or 2) total assels
Address  § o | everywhere that exceod $250,0000007 . . . . . .., . e Oves Clno
K G Did this corporation o its subsidiary(ies) have a change in control or ownershlp, or
City State Z|P-code acquire ownership or controt of any other legal entity his year?
. {Donotleaveblank) . ................ o ClYes (e
A Finalreum? [ Dissoved [ Suwendered (Withdrawn) 1 Merged/Reorganized N Princlpal business acthity code (Do not feave blank) .
) [ I1RC Section 338 sale If a box is checked, enler dale | W 1 Is this corporation claiming enterprise Zone, program area or Los Angeles
° ﬁ;ﬁ?&#ﬁi”ﬂ"&&'&mﬁm 'c";."n’i,'m";’a“(p?é‘?‘c'yeﬁ%'i"fé;' [ it s e ofCaoiz | . PEAzaEon Zon (ARD) o b ... . o o DYe Elbo
C s this corporaon 1o be treated 8 & credit union? . . . . .. ....,. o [ Yes [ o [ Check here i caming technologlcal proporty contibuton tax benefs: o ]
‘ D s this corporation to be trealed as-a Real Estale Morigage v K Date comporated: o Where: '
' Investment Conduft (REMIC) for Califomia-pufposes? ... ..... T O Yes Ol no Questions continued on Side 2
1 Net income {loss) before state adjustments. See instructions . . . .. .. .. i e 1 1 .
2 Amount deducted for foreign or domestic tax based onincome OF Profits . .. ... ...ttt v ... 2
State 3 Amount deducted for tax under the provisions of the Bank and Corporation Tax Law , .. ..o v 3
Adjust- | 4 Interest on govemment obligations. . . . ...... e et 4 :
Ments | 5 Net capital gain from Schedule D liNe 11. « . v v e e e e e e e ee e ee s e 5 _
6 Depreciation and amortization In excess, of amount allowed under California law. Attach form FTB 3885. , . . . 6 N
T Other additions. Attach schedule(s) . . . .. e h e et e 7
: 8 Total. Addlines1through 7. . ........... e Ceenea e L. 8
~ . 9 Intercompany dividends (Schedule H) . . . . . e e e 9 ////
' 10 Other dividends (Schedule H). ............... et e 10
11 Water's-edge dividend deduction. Attach form FTB 2411 .. ........... 11
12 Gapital gain from federal Form 1120 or Form 1120A. ine8............ 12 /
J 13 Contibutions . . .. .. ..o e e e e e, .. 113 /
: 14 Net interest deduction for enterprise zone, program area o LARZ Investmem 14
15 Other deductions, Attach schedule(s) » . .7 % o v vvs o’ e 15 /
! 16 Total. Add lines 9 through 15. . . . . S e T
17 _Net Income (loss] after state adjustments. Subtract fing 16 Irom ine8. ....oovvuuveerueinuis, 17
If all income is derlved from California sources, transfer the amount from line 17 to line 18. Il income is derived from sources both within and
outside of Califarnia, complete Schedule R and Wransfer the amount from Schedule R, lirie 24 to line 18 below.
Calll. 18 Net Income (joss) for state purposesilf net loss, see instructions .. . ... ... ... L. [ /18, '
Net 19 Net operating loss (NOL) carryover deduchon See instruclions . . . . . . . e [19 W _
income | 20 Disaster loss carryover deduction. See instructions. . . ... ....... e |20 . %
21 _Net income for tax purposes. Combine lines 19 and 20, then subtract fromline 18 . ... ........ s I )
22 Tax. % xiine 21 {not less than minimum franchise tax, if appllcable) ......... A s H |22
23 Tax credits. See instructions . . . . . e e e e B 23] | Yo7 Ty 7
Texes | 24 Balance. Subtract line 23 from fine 22 (not less than minimum franchise tax, if applicable) . . .. ... ..... 24 _ I
25 Alternative minimum tax. Attach Schedule P (100). See General Information L. . . ............. n '

26 Total fax. Add line 24 andline?5. .........................

. . . 26| . ) —
27 a Overpayment from prior year allowed as a credit . . . . . . e 2T L ://
Pay- " b 1993 estimated tax payments. . . .. ...t 27h ' /
ments ¢ Amount pald with extension of time to flereturn . . . .. .. .. ....... 27c / - %
27

d_ Dissolving/Withdrawing (not applicable if fomed after 1971). See Gen. Info. N. . |27d

28 Tax due. If line 26 is more than line 27, subtract line 27 from fine 26. Gotoline 32 ........... M |28 . ,
29 Overpayment. If line 27 is more than line 26, subtract line 26 from tine 27. . . ... ........... B 129 i
Amount | 30 Amount of ling 29 to be credited 10.1994 estimated tax. . . . ... ... m |30] W77
: :“leu::l 31 Amount of fine 29to ba refunded . . . . .. ... i e e e e ah e m 3 _
¢ 32 Penalties and interest. See General Information Land M . . . .......... [32] F_ 1
D Check box if estimate penalty was computed using Exception B or Exception C and attach form FTB 5806, E
s . 3 Total amount due. Add line 28 and line 32, Pay this amount with this return . . . . . . . . ... ....... 33

. Form 100 1993 Side 1




k.
Schedule A Taxes Deducted Use additional sheet(s) if necessary. _ .
(a)_Nature of tax {b)_Taxing authoriy 1+ (o) Total amount d) Nondeductile amount
B3 ey s
Total. Enter total of column (c) on Schedule F, line 17, and amounts In column (d) on Side 1, line 2 or fine 3 . .
Schedule D __Califomia Capital Gains and Losses :
Part | Short-Term Capital Gains and Losses — Assets Held One Year or Less Use additional sheet{s) if necessary. C
(a) Kind of property and descriplion (b} Date acquired {c) Date sold (d) Gross sales prica | (e) Cost or other basls (1) Galn (loss)
{Exampla, 100 shares of Z Co.) (mo., day, yr.) " (mo., day, yr) ' plus expense of sale {(d) less (0))
1 i
L
2 Short-term capital gain from installment sales from form FTB 3805E, line 26 or fine 37 . . . . . e A 2
3 Unused capital loss carryover from 1992 . . . . . e e . e I .
4 Net shori-term capital gain {loss). Combinelines 1 through 3. . . . . .. o ... oo v v v oo oo v o v oo oo v s v oo s s 4 1
Part Il Long-Term Capital Gains and Losses — Assels Held More Than One Year Use additional sheetls) if necessary. :
J '
6 Enter gain from Schedule D-1, fné7orfine®, ........0.... . e i ae e e 6
7 Long-term capital gain from installment sales from form FTB 380SE, fine 26 or ||ne . A el 1L 7
8 Net long-term capital gain (loss). Combine lines 5 through 7. . . ... ... e e e Creaes 8
) 9 Enter excess of net short-term capital galn (line 4) over net long-lerm capital loss (fine8) - .....0cvvvenenennn )
<10 Net capltal gain. Enter excess of net long- -erm capital gain (ine B) over net short-term capltal loss fined). ......... .. |10
"1 _Total line 8 and line 10. Enter here and on Fom 100, Side 1, line 5. Note: If losses exceed gains, carry forward losses to 1994 . . . | 11
Schedule J _Add-On Taxes or Recaplure of Tax Credits. See insiructions. )
1) LIFO recapture due to S corporation election (IRC Sec. 1363(d) deferral: Y e 1
2 Interest computed under the look- back method for completed long-term contracts (Attach form FTB 3834) ....... SN 2
3) Interest on tax attributable to installment: ) ]
a) Sales of certaln timeshares and residential lols, . . .. oo ii ittt Ceeeaas e )
b) Method for nondealer installment obligations . . ............. ... ety | 3b
4) Credit recapiure name: : PR Ceeeeaas 4
5) Combine lines 1 through 4. Revise the amount on Side 1 line 28 or line 29, whichever apphes, by this amount. Write
“Schedule J"tothe leftofline 28 orfine 29 .. .. ..o . .o oo o o s oo oo e o dn oo o TN C s e . 5
Ouestlons (continued from Side 1) . T At any fime during the Income year, was more than 50% of the voting stock:
L Dale bushess began In Califormia or date income was first derived from ' a of the-corporation owned by any single interest? . . . .. O vas O No
California sources b of another corporation owned by this corporation? . ... 7 ves [ No
M Accounting method used i ¢ of this and one or more other corporations owned or controlled, directy or .
N Location of principal accounting records R - Indirectly, by the same Interests? . ... ......... [JYes[INo
0 Has the IRS redetermined the corporation’s mcomefiax liability for any prior - If a, bor ¢ ls “yes," fumish a statement of awnership indicating pertinent
year(s) which has not previously been reported to Califomia? {1 Yes (1 No names, addresses, end percéntages of stock owned. If the owner(s) is an indl-
If yes, furnish a copy of the Revenue Agent’s Report under separate cover. ' vidual, provide tfie soclal security number,
P First retum? Check appropriate box(es). U Have all required information returns (e.g. {ederal Forms 1099) been filed with
. New business or successor io previously existing business operated as a; the Franchise TaxBoard? . ............. OJNADCYes{INo
O sole proprietorship O partnership I joint venture O corporation’ Cother |V Corporation headquarters are: (1 Within Californta -
{attach siatement showing name, address and FEIN of previous business) {2 outside of Califoria, within the U.5. [ Outside of the U.S.
Q@ “Doing business as” name: W Corporation is: ] Apportioning U.S. Income to Califomia
R Was the corporation’s income included in a consolidated 3 Apportioning worldwide Income to Califomia [ Not apportioning Income
federalraturn?. . . .« v oo v i i e .. [lYes[INo [ Electing to file on a water's-sdge basis and is affiliated with a bank or
8 s this corporation a regulated investment company for ' " corporation which Is not electing to file on a water's-edge basls
Califomlapurposes?. . o . . .o o o o v s 0o e s oo 1 Yes [J No | X_How many affiliates are clalming immunity under Public Law 86-2727
Under penalties of parjury, | declare that | have examined this raturn, including hedules and statements, and to the best of my knowledge and belief, i
Please Is true, correct and complete. Deciaration of preparer (other than taxpayer) is based on aJl Informatuon of which preparer has any knowledge.
Is-llegr: Signature
of officer Title Date Telephone ( )
Preparers Date Check if self- Preparers SSN/FEIN
: ::;:arer’s signature D> employed » ‘
Use Only | Fsatarmores™™ B> FEN >
and address Telephone » ( ) .

Side 2 Form 100 1993




I
g .
— Schedule © Tax Credits If the corporat;on completed Schedule P (100J do not ‘complete this schedule, .
n_ 1 Jobs credit (FTB 3524). . . . ... R . ' & Employer child care comnbullon cxedlt (FI‘B 3501). . .
,._ 2 Enterprise zone hlring/sales and use tax credit (FTB 38052) : 7 Research oredit (FTB 3523) .,;,.- ............
,. 3 Program area hiring/sales and use tax credit {FTB 38052) . . e 8 Low -income housing credit (le’ B3s21). . ....... .
i 4 LARZ hiring/sales and use tax credit (FTB 9808) . . . , . . - 9 Othar (attach form, schedule or statement). . . . . . . >
e § Empioyer child care program credit (FTB 3501). . . . . . 10 Total, Enter here and on Side Le23........
L Schedule F __ Computation of Net Income See General Information H
E 1 a) Gross receipts or gross sales___________b) Less retumns and allowances___ Bafance » | ic
,,_ 2 Cost of goods sold. Attach federal Schedule A (Cahfomia Schedule V): . .., ... et aae e 2
.. 3 Grgss profit. Subtract line 2fom fine tc. . . ... ........ et et e e, 3
_.. 4 Dividends. Attach federal Schedule C (California Schedule H). . . . . . I. e e e e 4
- 5 a Interest on obligations of the Unlied States and U.S, Instrumentalities. . ..+ .o vvvvvvnnnen. .. 5a
- meome| D Other interesL Attach schedule .. ... ................. e e et 5b
- 6 Grossrents............c00iunu et e e e e 6
- 7 Gross royalties . . ... ... e e e e e e e e e 7
. 8 Capital gain net income. Attach federal Schedulé D (Calliomla Schedule D) : .
. 9 Ordinary gain (loss). Attach federal Form 4797 (California Schedule D-1) e T
- 10 Othér income. Attachschedule............._, ............ e
E 11_Total income. Add'lines 3:through 10. . . . .. ... e o '
» 12 Compsnsation of officers. Attach federal Schedule E or equivalent schedule, . .:.
. 13 Salaries and wages {not deducted elsewhere). . ... .............. .
] 14 Repairs . .. .. e e e PR
15 Baddebls. .. ...t i
E 16 Rems ..o e e e e
E 17 Taxes (California Schedule A). . .2 vt ei e i
E 18 Interest ...... e e T e e et e :
E Deduc-£19 Contributions. Attach schedule <. . ........ e
E Hon® 120 Depreciation. Att. fed. Form 4562 (CA FTB 3885) 20| - Yz // 77777
E |21 Less depreciation claimed eisewhere on retun . . [21a . 21b
£ 22 Depletion, Attach schedule, . . v o v\t vvv e e 22
£ 23 Advertising ... ............ PR [P e 23
kL 24 Pension, profit-sharing, efc., plans . ... ..., EOT e |24
H 25 Employee benefitplans .. ............ R S .| 25
é 26 Other deductions. Attach schedule . .. ... Mg e et | 26
: 27 Specific deduction for 23701r or 23701t orgariizations. See instructions . . . . . . 27 :
: 28 Tofal deductions. Add ines 12through 27 . . . . .. ... .ottt e e e e
29 Net income before state adjustments. Sublract line 28 from line 11. Enter here and on Side 1, line 1 . . . . ...
; Schedule H  Dividend Income Attach additional sheet(s) If necessary. See Schedule H Instructions. ) . .
k {a) Payer (b) Common] {e).L Dividend (d) Unitary (e) Allawable {f) Deductibla]  (g) Deductible () Limitation Allowable other :
: or prefered recelved (Yes/No) intercompany % dividend % vidend deduction
stack ¥ ff yes, onler dividend deduction - {Side 1, kine 10)
5 . (o) amt. Side 1, fine 9)
b In Cal. o} § .
i; | Total Add columns (o) and (). Entor here and on the anpicable e of Side | Wl 777772000000,
t j Schedule V__ Cost of Goods Sold : ) ) L )
i 1 Inventory at beginning of year. . ....... et e e e et e 1
2 Purchases. ................... e e e e e e e ey 2
B3 Costoflabor ... ...t i i e i e e, e i e it naans 3
- 4 a Additional IRC Section 263A costs. Attach schedule. . .. . ... oottt i e e e da
L b Other costs. Attach schedule. . . .. .............. e et . |4b
b 5 Total Add lines 1 hrough 4D . . . L L. e e e e .5
i 6 dnventory at end ol year . . .. .. ... i e e e, e e 6
7 Cost of goods sold. Sublract lne BOM e 5 . . .« vt vttt ittt it ettt ettt teee s eeeeernens 7
Method of Inventory valuation » i :
Was there any substantial change In the manner of determining quanmles, costs o valuations between opening and closing inventory? . . (J Yes (I No
. M "Yes,” attach an explanation. Enter Callfornia seller's permit number, i any b :
Check if the LIFO inventory method was adopted this Income year for any goods. If checked, attach iederal Fom970 .. ................. (o
If the LIFQ inventory method was used for this Income year, enter the percentage (or amounts) of closing inventory under LIFO
Do the rules of IRC Section 263A (with respect to property praduced or acquired for resale) apply to the corporation? . . .......... O Yes [ No
: ‘ Form 100 1993 Side3 -
| .



n

a Trade notes and accounts receivable, . .. ... I //////////////W
_
" b Less accumulated depreciation ... ........ ( )

)
10 aDepletableassels. . ................. w2, W

b Less allowance for bad debts . . .. ........ % ' I
Jdaventorles . . ... e e e ; /
-4 Federal and state govemment obligations. . . . .. . %
§ Other current assets. Attach schedule(s) . . .. . .. Y
6
7 : /
8
9
b Less accumulated depletion-, . . ... ....... ( ) { )
11 Land (net of any amortization) . . . .. W w4 00

Loans to stockholders/officers. Attach schedule. . . .
12 a Inlangible assets (amorizable only) . ... ... ... % //////////////// /////////////////,

Schedule L Balance Sheets Beginning of income year . End of income year
Mortgage and real estate foans ............
b Less accumulated amortization . .......... ( ) { )

 Assets : (8) _(b) ' (d)
Other investments, Aftach schedulefs). .. ......

"~ 13 Other. assets, Attach schedulefs). . . .~ ....... . _ 7 '
L 14 Totalassels. ... ...l // // __________________
SO Liabilities and stockholders’ equity 7 AN, AN
K 15 Accounts payable . . ..o A . '
. 16 Morigages, noles, bonds’ payable in less than 1 year. , '
18 Loans from StockNOderS « . . .o su sz ‘ / / —

' {0)
VO8N e cvevnvvnnnnnnnnnnn... 77777 ///////////////,
a Buildings and other fixed depreciable assels . . . . . { i,
17 Other current liabilties. Attach schedule(s) . . .. ..

19 Morigages, notes, bonds payable in 1 year or more .

20 Other liabilities. Attach schedule(s). .. . .......

" 21 Capll stockc 8 Proforted stock. « - . 7/ 777

camon sk, 111 7//////////

'.'-.!.’g 22 Paid-in or-capital surplus. Altach reconcifiation . . . % /

SR 23 Retained earnings — Appropriated. Attach schedule . ./~ ,
e 24 Retained eamings — Unappropriated . . . ... ... ) /

i 25 Less cost of treasury stock. . .. ... ... ... //
S 26 Total liabllities and stockholders’ equity.. . . . . . / %

Schedule M-1  Reconciliation of Income {loss) per books with income (loss) per return :
This schedule does not have to be completed. if the amount on Schedule L, fine 14, column (d), Is less than $25,000. 3

Net income per books. . .. .. .......... 7 Income recorded on books this year not V/ 7
Federal incometax . . .............. . Included in this return (itemize) L
Excess of capital losses over capital gains . 5. . a Tax-exempt interest $. :

Taxable income not recorded on books this year %//
(itenilze) - s , % _
8 Deductions in this relum not charged -

§ Expenses recorded on books this year not % / - against book income this year (itemize)
deducted in this return (temize) _ a Depreciation. . .  §.
a Depreclation. . . §. : / b State tax refunds  § :
b State taxes ... § -
¢ Travel and entertainment $__ / % '

9 Total. Addine 7 andline 8, ..........
6_Total. Add lines 1 through 6 . .-. . ........ 10_Net income per return. Subtract ine 8 from line 6.
Schedule M-2  Analysis of unappropriated retained earnings per books (Schedule L, line 24) .
This schedule does not have to be completed if the’ amount on Schedule L, line 14, column (d), is less than $25,000.

.
-

foms

-

-, W N -

. 1 Balance at beginning of year. . .. ......., § Distributions: aCash. . . ............
p 2 Netincome perbooks. .. ............. bStock ..............
3 Other increases (itemize) % / ' cPropetty. . ...........

. / 6 Other decreases (temize)—— m
7 Total Add line 5.andline6 . ..........
4 Total. Addlines 1 through 3. . .. ........ 8 _Balance at end of year. Subtract line 7 from Fine 4.
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Instructions for Forim 100
Corporation Franchise or Income Tax Return
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References In these instructions are to the Interal Revenue Code (IRC) as of January 1, 1993, and to the Callfornia"Revenue and Taxation Code (R&TC). "
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Tax Law Changes

Net Operating Loss (NOL)

California legislation reinstated net operating loss
(NOL) carryover deductions for Income years
beginning in 1893,

However, th(ra!NOL carryover has been reduced
from 15 years to 5 years. NOL carryovers from
losses incurred in years beginning before 1991
have been extended for two years and losses
incusred in years beginning in 1991, for one year.
For corporations Involved in bankruptcy procead-
ings beginning In years before January 1, 1994,
a 10 year carryover is allowed.

Apportionment and Allocation of Income

Effective for income years beginning on or after
January 1, 1993, apportioning corporations must
use a double-weighted sales factor. For more
information, gét Schedule R, Apportionment and
Allocation of Income.

Water's-Edge Reporting )

Recently enacted Californla legislation signifi-
cantly revised the water's-edge election for
income years beginning on or after January 1,"
1994. For more information, see General
Information 8.

Qualified Settiement Fund (including
Deslgnated Settlement Fund) ,
Although 2 qualified settlement fund is treated as
a corporation for filing and reporting purposes, it
should file its California income tax returns using
California Form 541. See Form 541 Instructions,
for more information.

An income tax retumn filed prior fo December 31,
19983, for a qualified setttement fund, using Call-
fornia Form-100 and accompanied by a federal =
retum and appropriate statements and” elections,
will not be rejected as an impropery filed return.

General Information

Form 100 is California's tax return for corpora-
tions, banks, financial corporations, real estate
morigage investment conduits (REMICs), regu-
lated Investment companies (RICs), real estate
investment trusts (REITs), Massachusetts or
business trusts, publicly traded parnerships
(PTPs), homeowners associations (HOAs), politi-
cal action commlitees (PACs) and fimited liability
companies (LLCs) treated as corporations. (RE-
MICs that are partnerships must file Form 565.)

S corporations must file Form 1008, S Corpora-
tion Franchise or Income Tax Return.

A Franchise or Income Tax

Form 100 is used to file either a California corpo-
ration franchise tax return or a California corpora-
tion income tax return. Unless stated otherwise,
the term “corporation” as used in these instruc-
tions applies to all the entiiles listed above.

Corporation franchise tax )

The corporation franchise tax is imposed on ali
corporations “doing business,"” incorporated or
qualified in California and Is prepaid for the privi- -
lege of doing business. It is measured by the
Income of the preceding year (the income year)

for the privilege of doing business in the following
year (the taxable year). For purposes of these
instructions, the term “income year” means taxa-
ble year for corporations that are subject to the
corporate income tax under Chapter 3 of the
Bank and Corporation Tax Law,

The term “doing business" means actively
engaging in any transaction for the purpose of
financial gain.

Entities subject to this tax are:

e all corporations Incorporated or qualified to do
business in California; "

e all corporations doing business In California,
whether or not incorporated or qualified under
California law; and

« banks doing husiness in Califomia.

Corporation income tax

The corporation income tax Is Imposed on all cor-
porations that derive income from sources within
California but are not doing business in
California.

For purposes of the corporation Income tax, the
term “corporation” does not include banks,

" Political organizations that are exempt under

R&TC Section 23701r and have political taxable

.. income in excess of $100 also must file a Form

100, Political taxable Income Is défined as all
amounts received during the income year ather
than:-

¢ contributions of money or property;

* mémbership fees, dues or assgssments; or

¢ proceeds from the sale of political campaign
material that are not received In the ardinary
course of any trade or business.

Homeowners’ assoclations that are exempt under
R&TC Section 23701t and have nonexempt
gross Income in excess of $100 also must file
Form 100, Nonexempt gross income of a homa-
owners' association is defined as all income
other than amounts received from membership
fees, dues or assessments,

¢ Note: An exempt homeowners' association may

be required to file Form 199, Exempt Organiza-
tion Annual Information Statement or Return.

B Tax Rates :

The 1ax rates below apply to corporations subject

fo elther the corporation franchise tax or the cor-

poration income tax.
¢ Corporations other than banks

) and financlal corporations . . . . . o 9.3% .
e (Calendar year banks and financial -

corporations. . . ...... Ve 11107%

Fiscal year banks and financial corporations, get
form FTB 4149, Notice of Determination of Rate
of Tax for Banks and Corporations, for the
correct rate, .

C Minimum Franchise Tax -

All corporations subject to the corporation fran-
chise tax, including banks, financial corporations,
and partners of partnérships doing business in
California, must file Form 100 and pay at least
the minimum franchise tax as required by law.
The minimum franchise tax, as indicated below,
must be paid whether the corporation is active,

Inactive, operates at a loss or filed a return for a
short perlod,

* Qualified inactive gold or quicksilver
mining corporations ....,...... $25
¢ All ather corporations (see General
Information A for definitions)
subject to franchisetax . .". .. ... $600

There is no minimum franchise tax for credit
unions, exempt HOAs, PACS or for corporations
that are subject {o income tax and that are not
incorporated or qualified under the laws of
California.

D Accounting Period/Methed

The income year of a corporation must not be
different from the tax J'ear used for federal pur-
poses, unless initiated or approved by the Fran-
chise Tax Board (FTB) (R&TC Section 24632),

A change in accounting methad requires consent
from the FTB. However, a corporation that ~
obtains federal approval to change its accounting
method, or that is permitted or required by fed-
eral law 1o make a change in its accounting
method without prior approval and does so, is
deemed fo have FTB's approval if; (1) the compo-
ration files Form 100 conslstent with the change
for the first year the change becomes effective;
and (2) the change Is consistent with California
law. A copy of federal Form 3115, Application for
Change In Accounting Method, and a copy of the
federal consent to the change must be atiached
to Form 100. FTB may modify a requasted
change if the, change would distort income for
Califoria purposes.

S

E When to File

n
File Form 100 by the 15th day of the 3rd month
after the close of the income year. Farmer's
cooperative associations must file Form 100 by
the 15th day of the 9th month after the close of
the Income year. For final retums, see General
Information O. -

F Extension of Time to File

If the corporation cannot file its California retumn
by the 15th day of the third month after the close
of the income year it may file on or before the
15th day of the tenth month, without filing a writ-
ten request for an extenslon unless the corpora-
tion Is suspended on the original due date, This
does not extend the time for payment. Therefore,
the full amount of tax must be paid by {he origl-
nal due date of Form 100, if there is an unpaid

* tax liability send form FTB 3539, Payment

Voucher for Automatic Extension for Corporations
and Exempt Organizations, with the payment.

G Where to File

For returns with payments make the check or
money order payable to the “Franchise Tax
Board." Write the California corporation number
on the check or money order. Mail the return and
payment to:

Franchise Tax Board

P.0. Box 942857 .
Sacramento, CA 84257-0501

~s
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Malil all other returns to:

Franchise Tax Board
P,0. Box 942857
Sacramento, CA 94257-0500

Note: If the corporation must pay its tax liability
using electronic fund transfer (EFT), all taxes due
must be remitted by EFT to avoid penalties.

H Net Income Computation

The computation of net income, on Form 100,
Side 1, generally follows the determination of tax-
able incomesas provided in-the IRC. However,
there are differences that must be taken into
account when completing Form 100.

There are two ways to complete Form 100:
1. Federal reconciliation '

a, Attach a copy of federal Form 1120 or
Form 1120A, Page 1, U.S. Corporation
Income Tax Return and all pertinent sup-
porting schedules, or transfer the informa-
tion from federal Form 1120 or Form
1120A, Page 1, on to-Schedule F and
attach all pertinent schedules;

b. Enter the amount of federal taxable
income before any NOL, on Form 100,
Side 1, line 1; and

c¢. Enter state adjustments on lines 2 through
16 to arrive at net income after state
adjustments, Side 1, ling 17,

See the specific line instructions for more
information,

2. California computation

If the corporation has no federal filing require-
ment, or if the corporation maintains separate
records for state purposes, complete Form
100, Schedule F, Computation of Net Income,
to determine state income. If net income is
computed under California faws, generally no
state adjustments are necessary. Transfer the

. amount from Schedule F, line 29, to Side 1,
line 1. Complete Form 100, Side 1, lines 2 ,
through 16, only if applicable.

Substitution of federal schedules. Corporations
may substitute federal schedules for California
schedules as long as the corporation attaches all
supporiing federal schedules and reconclles any
ditferences between federal and Califomnia
figures.

PRk
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1 Alternative Minimum Tax‘

Corporations that claim certain types of deduc-
tlons, exclusions and credits may be subject to
California’s altermnetive minimum tax {AMT). Gen-
erally, corporations that completed federal Form
4626, Altemative Minimum Tax — Corporations,
must also complete California Schedule P (100),
Alternative Minimum Tax and Credit Limitations
— Corporations. For more information, see
Schedule P (100) (included in this hooklet).

J Estimated Tax

Every bank and corporation, unless exempt by
law, must pay estimated tax using Form 100-ES,
Corporation Estimated Tax. Eslimated tax is gen-
erally due and payable in four instaliments:

o the first payment is due by the 15th day of
the 4th month of the income year (note that
this payment may not be less than the mini:
mum franchise tax, if applicable); and

e the 2nd, 3rd and 4th installments are due'and
payable by the 15th day of the 6th, Sth and
12th months respectively, of the income year,

Note for first-time filers: The prepayment of tax
made to the Office of the Secretary of State at
the time of incorporation or qualification is for the
privilege of “doing business" during the corpora-
tlon's first income year. Do not claim this pay-
ment as an estimated tax payment or credit
against the tax liability shown on the return for
any year.

For more information, get the instructions for
Form 100-ES.

K Commencing Corporations

The tax measured by the income in the first year
of business (first income year) Is for the privilege
of "doing business” during the second year.

Even if the first income year is for a period of
less than 12 months, or if the corporation is Inac-
tive during the first Income year, the corporation
must pay, at least the minimum franchise tax by
the first éstimate installment due date and file
Form 100 by the due date.

For more information, get FTB Pub. 1060, Guide
for Corporations Starling Business in California.

L Penalties

Fallure to file a timely return
Any corporation that fails to file Form 100 on or
before the extended due date is assessed a pen-

“ alty. The penalty is 25% of the tax due, after any

timely payments and credits, if Form 100 is not
filed by the extended due date.

Failure to pay total tax by the due date

Any corporation that fails to pay the total tax
shown on Form 100 bg the original due date is
assessed a penalty. The penalty is 5% of the
unpald tax, plus 0.5% for each month, or part of
the month (not to exceed 40 months), the tax

- remains unpaid. This penalty may not exceed

25% of the unpaid tax.

Note: If a corporation Is subject to both the pen-
alty for failure to file a timely return and the pen-
alty for failure to pay the total tax by the due
date, a combination of the twa penalties may be
assessed, but the total will not exceed 25% of
the unpald tax.

Underpayment of estimated tax

Any corporation that falls to pay, pays late or
underpays an installment of estimated tax is
assessed a penalty. The penalty is a percentage.
of the underpayment for the underpayment
period.

Get form FTB 58086, Underpayment of Estimated
Tax by Corporations, to determine both the
amount of underpayment and the amount of
penatty. .

. Note: If the corporation uses Exception B or

Exception C for any of the four instaliments, form
FTB 5806 must be attached to Form 100,

Underpayment of estimated election fee

Any corporation that files on a water's-edge basis
and falls to pay, pays late or underpays an
instaliment of estimated election fee is assessed
a penalty. The penalty is a percentage of the
underpayment for the period of underpayment.
Get form FTB 5807, Underpayment of Estifated
Election Fee, to determine both the amount of
underpayment and the amount of penalty.

~information reporting penalty
Gentaln doniestic corporations that are 25%
foreign-owned, and foreign corporations engaged

“*#in a U.S. trade or business, must include federe

Form(s) 5472, Information Return of a Foreign-
Owned U.S. Corporation or a Foreign Corpora-
tion Engaged in a U.S. Trade or Business, wiih
this return. Attach a copy of Form(s) 5472 to
Form 100. The penalty for failing to include
Form(s) 5472, as required, is $10,000 per form,

If the corporation does not file the tax return on
the due date or extonded due date, whichever is
later, copies of federal Form(s) 5472 must still be
filed on ime. Attach a cover letter indicating the
taxpayer’s name, California corporation number
and income year. Mall to the same address used
for returns without payments. When the corpora-
tion files Form 100, also attach copies of the fed-
eral Form(s) 5472.

Secretary of State penalty

The California Corporations Code requires FTB
to assess a penalty for faflure to file an annual
statement of corporate officers with the Office of
the Secretary of State,

For more information, contact:

California Secretary of State
P.0. Box 944230
Sacramento, CA 94244-0230
Telephone: (916) 445-2020

Accuracy and fraud related penalties

Califonla conforms to IRC Sections 6662
through 6664 which authorized the Imposttion of
an accuracy-related penalty equal to 20% of the
related underpayment, and the imposition of a
fraud penalty equal o 75% of the related
underpayment, .

Other penaities

Other penalties may be imposed for a check
refurned for insufficient funds, failure to pay by
EFT when required, forelgn corporations operat-
ing while forfeited or without qualifying to do
business in ‘Califomia and domestic corporations
operating while suspended in Califomia. For
more information, see R&TC Sections 25935,
25937, 25940 and 25941,

M Interest

Interest Is due and payable on any tax due if not
pald by the original due date of Form 100. Inter-
est is also due on some penalties. An extension
of time to file Form 100 does not stop Interest
from accruing,

California follows fedsral rules for the caleulation
- of Interest, For more information, get FTB Pub.
1072, Explanation of Interest.

N Dissolution/Withdrawal

The franchise tax for the period in which the cor-
poration formally dissolves or withdraws is mea-
sured by the income of the year in which It
ceased doing business in California, unless such
Income has already been taxed at the rate pre-

_ scribed for the taxable year of dissolution or
withdrawal,

A corporation that commenced doing business in
California before 1/1/72 Is allowed a credit that
may be refunded in the year of dissolution or
withdrawal, The amount of the refundable credit
Is the difference between the minimum franchise
tax for the corporation's first full 12 months of
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doing business and the total tax pald for the

same period. .
The return for the final taxable period is due on
or before the 15th day of the 3rd full month fol-
lowing formal dissolution or withdrawal. -

For more information, get FTB Pub, 1038, Guide
for Corporations Dissolving, Surrendering (With-
drawing) or Merging. .

Samples andor forms for a dissolution, surrender
or merger agreement filing may be obtained by
addressing your request to:

Califormia $ecretary of State
Attn: Legal Review

1230 J Street

Sacramento, CA 95814
Telephone: (916) 445-0620

0 Ceasing Business

Because the corporation franchise tax is a pre-
paid tax, a special tax computation Is necessary
when a corporation ceases to do business, The
tax for the final year in which the corporation
does business in California is: " ’

» the tax measured by the income of the pre-
ceding year; PLUS . )

o the tax measured by the income of the year
in which the corporation cgases {0 do
business.

The tax due must be at least the minimum fran--
chise tax, Generally, the corporation will remain -
subject to the minimum franchise tax for each -
year it Is In existence until it is formally dissolved
or withdrawn through the Office of the Secretary-
of State. For more information, see General Infor-
mation N and R&TC Section 23332,

P Suspension/Forfeiture

If a corporation fails to file a return andjor fails to
pay any tax, penalty or interest due, fts powers,
rights and privileges may be suspended (in the
case of a domestic corporation) or forfelted (in
the éase of a foreign corporation).

Corporations that operate while suspended or
forfeited are subject fo a $2,000 penalty, which is
in addition to any tax, penalties and Interest
already accrued. Also, any contracts entered inlo
during suspension or forfelture are voldable at
the request of any party to the coniract other
than the suspended or forfeited corporation,

Such contracts will remain voidable and unen-
forceable by the corporation unless the corpora-
tion applies for relief from contract voidability and
FTB grants the relief. For additional information
gei form F7B 1188, Contract Voldabiiity,

For more information, see R&TC Sections 23301
through 23334 and 25941.

Q Apportionment of Income

Corporations with biisiness income atiributable to
sources both within and outside of California are
required 1o apportion such Income. To calculate
the apportionment percentage, use Schedule R,
Apportionment and Allocation of Income.

R Combined Report

If two or more corporations engaged in a unitary
business derive income from sources within and
outside of California, the members of the group
that are subject to California’s franchise or
income tax are required to apportion the com-

bined unltary income of the entire group in order
to compute the measure of the tax.

Members of unitary groups whose income is -
derived wholly from California sources may file a
return on a separate accounting basis or file a
return on a combined report basis,

Members of a unitary group may elect to file a
group single return by filing Schedule R-7, Elec-
tion to File a-Combined Unitary Group Single
Retum and List of Affillated Corporations.

A combined unitary group single return must
present the. group’s data by separate corporation,
as well as in combined format. This will prevent
the return from being mistaken for a return of
only one corporation.

The total combined tax, which must include at
least the minimum franchise tax for each corpo-
ration subfect to the franchise tax, must be
shown on Form 100, Side 1, line 22,

For more Information, get FTB Pub. 1061, Guide-
lines for Corporations Filing a Combined Report,

' § Watér's-Edge Reporting

To make a water's-edge election, each unitary
taxpayer must enter Into & contract with FTB by
filing Form 100-WE, Water's-Edge Contract. For
the election fo be valid, Form 100-WE must be
signed and attached to the original retum and a
copy of the contract must be attached to all sub-
sequent returns filed during the contract period.

In consideration for being allowed to file on a

‘water's-edge basis, the taxpayer must, among

other things, agree to:

¢ file returns on a water's-edge basis for a
period of 60 months; .

s pay an election fee as provided for in R&TC
Section 25115; ’

- the business income treatment of dividends
received from certain corporafions;

" e conisent to the taking of certain deposttions

and the acceptance of subpoenas duces
Ztecum requiring the reasenable production of
.. décuments; and
¢- filé Form 100-DDS, Domestic Disclosure
Spreadsheet, every three years,

For more information, get the Form 100-WE
Booklet and Form 100-DDS Booklet,

;+ Recent legislation made significant changes to
" the water's-edge provisions effective for income

years beginning on or after January 1, 1994,

%+ Highlights of the changes are:

¢ all existing water's-edge contracts, entered
into prlor to January 1, 1994, will be
rescinded;

. @ new contracts must be entered into to con-

finue or to begin filing on a water's-edge
basis for an election period of 84 months for
income years beginning on or after January
1, 1994, ) : :

e elimination of the elettion fee;

¢ replacement of the Domestic Disclosure
Spreadshest filing requirement with an infor-
mation return required to be filed by all tax-
payers with more than $200 miliion in totat
assets;

¢ elimination of the FTB's ability 1o disregard a
water's-edge election.

For more information regarding these changes,
get FTB Notice 93-7. -

T Amended Return

.Tacorrect.or change Form 100 file Form 100X,
Armiended Corporation Franchise or income Tax
‘Return. If the IRS examined and changed the
corporation’s federal return or if the corporation
filed an-amended federal return, fite Form 100X
within six months of the final federal
determination. :

U Information Returns ,
Every corporation engaged in a trade or business

)

. and making or recelving certain payments in the

course of the trade or business s required to file
information retums to report the amount of such
payments,

Payments that must be reported Include, but are
not limited to, compensation for services not sub-
Ject to withholding, commissions, fees, prizes and
awards, payments to independent contractors,
rents, royalties and pensions excaeding $600
annually, interest and dividends exceeding $10
annually and cash payments over $10,000
received in a frade or business. Payments of any
amount by a broker or barter exchange must
also be reported, '

Report payments on federal Form 1099 (series)
accompanled by California Form 596, Annual
Summary and Transmitta! of Information Retums,
Reports must be made for the calendar year and
generally are due on Fébruary 28th of the year
following payment. For more Information, get
Form 586,

V Net Operating Loss (NCL)

California has reinstated the deduction for NOL
carryovers for income years beginning in 1993.

R&TC Sections 24416, 24416.1 and 25108 pro-
vide for NOL carryovers Incurred in the conduct
of a trade or business.

R&TC Section 24347.5 provides special treat-
ment for the carryover of disaster losses incurred
in an area designated by the President of the
United States or the Govemnor of California as a
disaster area.

For more Information, see form FTB 3805Q, Net
Operating Loss (NOL) Computation and NOL and
Disasler Loss Limitations — Corporatlons (in-
cluded in this booklat), or get form FTB 38052,
Enterprise Zone and Program Area Business
Booklet, and form FTB 3806, Los Angeles Revi- -
talization Zone Booklet. See R&TC Sections
24416, 24416.1, 24416.2 and 24347.5.

Specific Line Instructions

Filing Form 100 without errors will expedite pro-

cessing. Before mailing Form 100, make sure

entries have been made for the:

(1) Income year;

(2) Calitornia corporation number;

(3) federal employer identification number
(FEIN), and

(4) corporation name.

Questions A through K

Answer all applicable questions and attach addi-
tlonal shests, if necessary. Note the following
instructions when answering:

Question D — REMIC

If & corporation Is a REMIC fer federal purposes,
it is deemed to be a REMIC for California pur-
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poses. A REMIC Is subject to the minlmum fran-
chise tax but Is nat subject to the income or
franchise tax. The income of a REMIC is taxable
to the holders of the REMIC interests. in order to
qualify, substantially all of the assets of the entity
must consist of “qualified mortgages” and "per-
mitted investments.” California law is the same
as federal law, excepi California does not Impose
a tax on prohibited transactions, as defined in
IRC Section B60F, See the instructions for fed-
eral Form 1066, U.S. Real Estate Mortgage
investment Conduit Income Tax Return, to-deter-
mine if the cdrporation qualifies. if the corpora-
tion is a REMIC for federal purposes, answer
“yes" to Question D, complete Form 100 and
aftach a copy of federal Form 1066.

Question E — Water's-edge

" Answer "yes" only if the corporation has in effect
or is making a water's-edge election. Attach
Form 100-WE, Water's-Edge Contract, fo the
original return for the first year of the election.
Attach a copy of the contract to all subsequent
returns filed during the contract period. Also
attach Form 100-FEE, Water's-Edge Election Fee
10 the face of Form 100. See General Information
S.

Question F — Foreign activity and total
assets .

All corporations must answer Question F.

Related entities. A related entity is a corporation
that is a member of a commoniy controlled group
of which the taxpayer is also a member. Com-
men control is established by ownership o con-
frol of more than 50% of the voting stock,

Property, payroll and sales in a foreign coun-
try. Property, payroll and sales are in a forelgn
country if they would be assigned to a location
other than one of tha states of the United States,
the District of Columbia or a possession of the
United States. The factors of all related corpora-
tions shall be cumulated.

Total assets. Tolal assets are all tangible and
intangible property valued at original cost net of
depreciation, amortization or depletion as
reflected on a consolideted balance sheet pra-
pared for reporting to sharsholders,

Question G — Transfer or acquisition of
voling stock

All corporations must answer Question G. ¥
. 3

Answer "yes" if:

e ihe percentage of outstanding voting shares ™
of this corporation or its subsidiary(jes) owned
by one person or one enfity cumulatively
exceeded 50% during this yéar; oF .

e the total of voting shares transferred to one .
irrevocable trust cumulatively exceeded 50%
during this year; or

e one or more irrevocable proxies transferred
voting rights to more than 50% of the out-
standing shares to ene person or one entity
during this year; or

» this corporation's cumulative ownership or
control of the stock or other ownership inter-
est in any legal entity exceeded 50% during
this year; or

e cumulatively more than 50% of the total oul-

_ standing shares of this corporation have
transferred, changed ownership or control
during this year. )

R&TC Section 64(e) requires this information for

use by the State Board of Equalization.

L1

Question H — Principal business activity
code

Using the list found on page 12, enter the code

‘.'rp

--:']Tines 2 through 16 - State adjustments

To figure net income for California purpases, cor-
orations-using federal reconciliation must enter

number for the specific industry group from which +# Californla adjustments to the federal net Income - |

the greatest percentage of Californla “total
recelpts” is derived, “Total receipts” means gross
recelpts plus all other income.

If, as its principal business activity, the corpora-
tion: (1) purchases raw material; (2) subcontracts
out for labor to make a finished product from the
raw materials; and (3) retains title to the goods,
the corporation s considered to be a manufac-
turer and must enter one of the codes
(2010-3998) under “Manufacturing.”

Question | — Enterprise zone, program area
or Los Angeles Revitalization Zone (LARZ) tax
benefits

Answer "yes” If the corporation claims:

* a net interest deduction for enterprise zone,
program area or LARZ investments (claimed
on Side 1, line 14);

 an enterprise zone, program area or LARZ
business expense deduction {claimed on Side
1, line 15);

o an enterprise zone hiring/sales and use tax
credi {claimed on Side 3, Schedule C, line 2,
or Schedule P (100), Part Ii,
line 12); or

» @ program area hiring/sales and use fax
credit (claimed on Side 3, Schedule C, line 3,
or Schedule P (100), Part !, line 13).

« a LARZ hiring/sales and use tax credit

- (claimed on Side 3, Schedule C, line 4, or
Schedule P (100), Part Il, line 21).

Corporations must also attach form FTB 38052
or form FTB 3806 to Form 100 to claim these tax

benefits. If the' proper form Is not attached, these

fax benefits may be disaliowed.

Question J — Teclinological property
contribution tax benefits

Check the box if the corporation clalms:

", a deduction under R&TC Section 24357.8 for
- contributing scientific equipment or epparatus

(claimed on Side 1, line 13); or

e a credit carryover for the contributing a com-
puter, scientific equipment or apparatus
{claimed on Slde 3, Schedule C, line 9, or
Schedule P (100), Part Il, line 19).

Be sure to answer questions L through X on '

Side 2.

Line 1 — Net income (loss) before state
adjustments .

Corporations using federal reconciliation to figure
net income (see General Information H) must:

o transfer the amount from federal Form 1120,
line 28, or federal Form 1120A, line 24, to
fine 1 and attach a copy of the federal return
and all pertinent supposting schedules; or
copy the information from federal Form 1120
or Form 1120A, Page 1, onto Schedule F and
transfer the amount from Schedule F, line 29,
toline 1.

e then, complete Form 100, Side 1, lines 2
through 16, State Adjustments.

Corporations using the California computation to

figure net income (see General Information H)
must transter the amount from Side 3, Schedule

F, line 28, to line 1. Complete Form 100, Side 1,

lines 2 through 186, only if applicable.

on lines 2 through 16. If a specific life for the
adjustment is not on Form 100, corporations
must enter the adjustment on line 7, Other addi-
tions, or line 15, Other deductions, and attach a
schadule.

Lines 2 and 3 - Taxes not deductible

California does not permit a deduction of Callfor-
nia corporation franchise or income taxes or any
other taxes on, according to, or measured by
income or profits. Such taxes that are shown on
Form 100, Schedule A must be added to income
by entering the amount on Side 1, line 2 or line 3
(see Schedule A, column (d) for the amount to
be added 1o income). Califomia does not permit
a deduction for environmental taxes imposed by
IRC Section 59A.

Line 4 ~ Interest on government obligations
Corporations subject to California franchise tax
must report all interest received on govemment
obligations (such as federal, state or municipal
bonds) even though exempt from state or federal
Income tax. Add such interest that Is not reported
on the federal retum to income by entering the
amount on line 4.

Corporations subject to California corporation
income tax see instructions for line 16. -

Line 5 — Net capital gain

Complete Side 2, Schedule D and enter the Cali-
fomia net capital gain from Schedule D, line 11.

Adjust the federal capial gain taxable income out
of California taxable Income on line 12.

Line 6 ~ Depreciation and amortization

California law Is substantfally different from fed-
eral law.

(_:omplete form FTB 3885, Corporation Deprecia-
tion and Amortization (included in this booklet), to
:!etermlne the amounts that must be entered on
ine 6.

Line 7 — Other additions

Any misceflaneous ftems that must be added to
arrve at net income after state adjustments
(ine 17) should be shown on this line. Attach a
schedule to itemize amounts.

California ordinary net gain or loss. Enter any
California ordinary net gain or loss from Schedule
D-1, Sales of Business Property, Attach
Schedule D-1.’

Note: Business expense deductions are not
allowed with respect to payments to a club that
restricts membership or the use of its services or
{acilities on the basis of age, sex, race, religion,
color, ancestry or national origin. "Club” means a
club as defined in the Business and Professions
Code, Div. 9, Ch. 3, Art. 4, beginning with Sec-
ﬂon 23425, Add back such deductions on this
ne.

Lines 9, 10, and 11 — Dividends
See Schedule H instructions.

Line 12 - Federal capital gain net income
Enter the federal capital gain net Income. The

. California net capital gain should have been

added on line 5.

Line 13 - Contributions

Generally, corporations must make a contribution
adjustment because Califomia law is different

Form 100 Booklet 1993
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from federal law. Caiifornia law limits the contri-
bution deduction to 6% of California net income,
without regard fo charitable contributions and
special deductions (i.e. the deduction for divi-
dends received). Federal law limits the contribu-
tion deduction to 10% of federal taxable income.
The definition of California net income differs
from federal taxable income for computing the
contribution deduction.

On a separate worksheet, using the Form 100
format, complete Form 100, Side 1, through line
17 without regard to Tihe 13, Contributions. Then
complete the worksheet that follows to determine
the contributions to enter on this line.

1. Net Income after state adjust-
ments from Side 1, line 17. .

2, Deduction for dividends
received. . . . ..... ..

3. Net income for contribution cal-
culation purposes. Add line 1
andline2........... .

4. Contributions. Multiply line 3by -
5% (05). «..ovvuuunn

5. Enter the amount actually con- '
fibuted . .. .........

6. Enter the smaller of line 4 or
line 5 here and on Side 1, line
b < T

If any federal contribution deduction was taken in

arriving at the amount entered on Side 1, line 1,
enter that amount as a positive number on line 7.

Line 14 — Net interest deduction for enterprise’

2one, program area or LARZ investment’

A deduction may be claimed on this line for the '

amount of net interest on loans made to an Indi-
vidual or company dolng business withinan -

enterprise zone, program area or the LARZ, For

more information, get form FTB 38052 and form

FTB 3806, for 1993. Be sure to answer “yes" to

Question | and attach form FTB .3805Z or form
FTB 3806 if any of these benefits are claimed. If
the proper form is not'attached, these tax bene-

fits may be disallowed.

Line 15 - Other deductions

Include on this line deductions not claimed on
any other line. Attach a schedule that clearly
shows how each deduction was computed and
explain the basis for the deduction.

the franchise tax), interest received on obliga-
tions of the fedsral government and on obliga-
tions of the State of California and its political
subdivisions is exempt from income tax. If such
interest Is reported on line 4, it must be deducted
on line 15. .

Federal ordinary net gain or loss. Enter any
federal ordinary net galn or loss from federal
Form 4797, Sales-of Business Property.

Line 18 ~ Net Income (loss) for state
purposes

If all corporation income is derived from Califor-

nla sources, transfer the amount on line 17

directly to line 18. If only a portion of income is
derived from California sources, complete Sched-
ule R, Apportionment and Allocation of Income,
before entering any amount on line 18, Transfer

the amount from Schedule R, line 24, to line 18.
If this line is a net loss, complete and attach the

1893 form FTB.3805Q, to Form 100.

Line 19 - Net operating loss (NOL) carryover
deduction '

The NOL carryover deduction is the amount of
the NOL carryover from prior years that may be
deducted in the current income year. :

If line 18 Is a positive amount, enter the NOL
carryover from the 1993 form FTB 3805Q, Net

Operating Loss (NOL) Computation and NOL and '

Disaster Loss Limitations — Corporaticns, on Jine
19. Attach to Form 100 a capy of the 1993 form
FTB 3805Q. ;

If the full amount of the NOL carryover may not
be deducted this year, complete and attach a
1993 form FTB 3805Q, showing the computation
of the NOL carryover to future years.

If line 18 is a negative amount, corporations may
not claim an NOL carryover deduction. Enter -0-
on line 19, Sea the 1993 form FTB 3805Q
instructions to compute the NOL carryover to
future years,

If the corporation terminates its election to be -
taxed as an S corporation, thus'hecoming a C
corporatiod, then only that portion of the prior
NOL carryover incurred while it had C corpora-
tion status may be used to the extent it has not
explred.

If the corporation has an enterprise zone, pro-
gram area or LARZ loss enter the amount from
form FTB 3805Z or form FTB 3806.

Line 20 - Disaster loss carryover deduction
If you- have a disaster loss camyover deduction

“enter the amount from line 25, column (b}, of the

1993 form FTB 3805Q.

Line 22 - Tax

See General Information B and C.
Line 23 - Tax credits

A variety of tax crediis are available to California
corporations to reduce tax. However, corpora-
tions may not reduce the tax (line 22) below the
minimum franchise tax, if applicable.

Also, the amount of the credit that a oorpo}aﬂon '

is-allowed to claim may be limited. Generally, if
the corporation completed federal Form 4626,
Altemative Minimum Tax — Corporations, the
corporation may have limited credits, Complete
Schedule P (100), Alternative Minimum Tax and

.3~ Credit Limitations — Corporations, to compute
. this limitation.
For carporations subject to income tax (instead of ;

Prs
i

Corporations claiming only

. entgrprise 2one hiring/sales and use tax-
credit;

e program area hiring/sales and use tax credit;

¢ LARZ construction hiring/sales and usetax

credit; -

solar energy credit carryover,

commercial solar energy credit carryover;

commercial solar electric system credit;

research credlt;

orphan drug credit carryover; and

low-income housing credit.

are not subject to this type of limitation.

To figure tax credits, use the appropriate form or .

schedule. If the corporation claims a credit carry-
over for an expired credit use form FTB 3540,
Credit Carryover Summary, to figure the amount
of this credit, unless the corporation is required
to complete Schedule P (100). In that case, enter
the amount of the credit on Schedule P (100)

- and complete Schedule P (100). Do not attach

form FTB 3540. Transfer the credits from Form
100, Side 3, Schedule C, line 10, or Schedule P

(100), Part It fine 43, to Form 100, Side 1,
ling 23. :

 Atlach the credit form or schedule and Schedule

- P (100), if applicable, to Form 100.

Jobs credit

A credit is allowed to a corporation that hires
employees who have been cerified by the
Employment Development Department 1o meet
the requirements of the Unemployment Insurance
Code Section 328. Get form FTB 3524, Jabs
Credit, to figure this credit.

Low-emission vehicles credit

A credit is allowed for the differential cost of pur-
chasing, or the cost of converting a vehicle 10 a
low-emission vehicle. The amount of the credit is
55% of the differential cost of purchasing the
vehicls or 55% of the cost of converting the vehi-
cle with certain limitations. Get form FTB 3554,

* Low-Emission Vehicles Credit, to figure this

credit.

Employer ridesharing credits

Employers that sponsor a ridesharing Incentive
program or provide subsidized public transit
passes to their employees may claim these cred-
its. Get form FTB 3518, Employer Ridesharing
Credits, to figure the amount of these credits, If
Schedule P (100) is not required, get form FT8
38540 to figure this credit carryover from your
employees or for operating a private third-party
JMdesharing program.

Enterprise zone, program area or Los Angeles
Revitalization Zone (LARZ) hiring/sales and
use tax credit ’

Corporations operating in enterprise zones, pro-
gram areas and the LARZ may be eligible for:

* a hiring credit that may be claimed for a por-
tiog of wages pald to qualified employess;
an

¢ asales and use tax credit that may be
clalmed for the sales or use tax paid to pur-
chase qualified property.

. Getform FTB 3805Z or form FTB 3806 to figure

-this credlt, and answer "yes” on Side 1, Question
‘1 If the proper form Is not attached, these tax
benefits may be disallowad.

Solar pump credit carryover

. A carryover is allowed for solar pump credit car-
ryover that exceeded the tax for last year. if
Schedule P (100) Is not required, get form FTB
3540 to figure.this credit carryover.

Energy conservation credit carryover

A carryover is allowed for energy conservation

credit carryover that exceeded the tax for last

year. If Schedule P (100) is not required, get
“form FTB 8540 fo figure this credit carryover.

Employer child care program credit
Employers may claim a credit (not to exceed
$50,000) equal to 30% of the costs for establish-
ing a child care program or constructing a child
care facllity for use primarily by their employees.
The credit is also available to lessors who pro-
vide a program or facllity for the tenants employ-
ees, Get form FTB 3501, Employer Child Care
Program/Contribution Credit, to figure this credit,
Employer child care contribution credit
Employers may claim a credit (not to exceed
$600) egqual t0 50% of their contributions to a
qualified chlld care plan made on behalf of any
dependent, under age 15, of the employer's Call-
fornia employee. Get form FTB 3501, Employer
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Child Care Program/Contribution Credit, to figure
this credit,

Technologlcal property contribution credit
carryover .
A carryover Is allowed for technological propert
contribution credit carryover that exceeded the
{ax for last year. If Schedule P (100) is not
required, get form FTB 3540, ta-figure this credit
carryover.

Contribution of computer software credit
carryover

A carryover Is Allowed for the contribution of
compuiter scftware credit carryover that exceeded
the tax for last year. If Schedule P (100) is not
required, get form FTB 3540, to figure this credit
carryover.

Recycling equipment credit

Corporations may claim a credit equal to 40% of
the cost (not to exceed $625,000 J)er facility) of
purchasing qualified property used by the corpo-
ration to manufacture products composed of sec-
ondary waste materlal. Get form FTB 8527,
Recycling Equipment Credit, to figure this credit.
Agricultural products credit carryover

A carryover is allowed for agricultural products
credit carryover that exceeded the tax for last
year. If Schedule P (100) is not required, get
form FTB 3540, to figure this credit carryover.

Commercial solar energy and solar energy .
credit carryovers T
A carryover Is allowed for commerclal solar .
energy credit and solar energy credit carryovers
that exceeded the tax for last year. If Schedule P
{100) Is not required, get form FTB 3546, to fig-
ure this credit carryover, '

Commerclal solar electric system credit
Corporations may claim a credit of 10% of the
costs of a qualified solar elactric system installed
on commercial premises located in Californid that
the corporation owned during the Income year.
Get form FTB 3556, Commercial Solar Electric
System Credit, to figure this credit.

Research credit :

This credit Is similar to the federal credit but Is
limited to costs for increasing research activities
incurred In California. Get form FTB 3523,
Research Credit, to figure this credit.

Orphan drug credit carryover
A carryover is allowed for testing conducted in
Californla that exceeded the tax for last year. if

Schedule P {100} Is not required, get form FTB
3540, to figure this credit.

Low-income housing credit

This credit is available to corporations that under-

take the development of low-income housing In
California. Get form FTB 3521, Low-Income
Housing Credit, to figure this credit. Attach a
copy of form FTB 3521A, Cerlificate of Final
Award of Calitornia Low-income Housing Tax
Credits.

Prison inmate labor credit

This credit is equal to 10% of the wages paid to
a prisoner employed in California under an
approved joint venture agreement. Get form FTB
3507, Prison inmate Labor Credit, to figure this
credit.

Line 24 — Balance

Subtract line 23 from fine 22, Enter the result or
the applicable minimum franchise tax, whichever
is greater. See General Information G.

Line 25 - Alternative minimum tax
Enter on this line the alternative minimum tax
from Schedule P (100), Part 1, line 20, or Part I,
line 47, whichever is applicable.

Lines.28 and 29 — Tax due or overpayment
Revise the amount of tax due or overpayment, if
applicable, by the amount on line 5 of Schedule
J, Form 100, Side 2. See Schedule J
Instructions.

Line 30

Water's-edge filers only: if any portion of the
overpayment on line 29 is to be credited 1o the
estimated election fee, camplete and attach Form
100-FEE, Water's-Edge Election Fee, to the face
of Farm 100.

- Line 32

Complete and attach form FTB 5808, Underpay-
ment of Estimated Tax by Corporations, only it
Exceéption B or Exception C is used in computing
the penalty.

Schedules

Schedule A — Taxes Deducted

Enler the nature of the-tax, the taxing authority
and the amount of the nondeductible tax on

_Form 100, Schedule A

Schedule D — Capital Gain or Loss

California law is the same as federal law, except -

California does not allow a three-year camyback

- of capltal losses. For more information, refer to

the instructions for federal Schedule D
(Form 1120).

Enter any unused capital loss carryover from

. 1892.0n line 3.

Schedule F — Compulation of Net income
Ling 27 — Speclfic deduction for 23701r-or
23701t organizations

Political organizations

A political organization exempt under R&TC Sec-

- tion 23701r must file Form 100 and report “po-
.+ liical taxable Income” in excess of $100.

“Political taxable income” means all amounts
received during the income year ot_her than;

o contributions of money or other property;

« membership fees, dues, or assessments; and

o proceeds from political fund ralsing or enter-
fainment events, or proceeds from the sale of
political campalgn material not recelved in the
ordinary course of any trade or business.

Political organizations are not subject to the mini-
mum franchise tax. The tax is computed under
Chapter 3 of the Bank and Corporation Tax Law.

Enter the $100 limit on Schedule F, line 27, as a
qualified “specific deduction.”

Exempt homeowners’ associations

A homeowners' association exempt under R&TC
Section 23701t must file Form 100 f it received
“homeowners' assoclation taxable income” In
excess of $100. Form 100 may be required in
addition to Form 199. ' ’

“Homeowners' association taxable income”

means gross income received during the income
year other than amounts received from member-
ship fees, dues, or assessments. Taxable income

includes the gross amount of such items as, but
noi-fimited to: interest, dividends, rents, royalties,
salg-of assef$ and income from nonmembers.

Exempt homeowners' associations are.not sub-
jéct to the minimum franchise tax. The tax Is
computed under Chapter 3 of the Bank and Cor-
poration Tax Law. Under Chapter 3, estimated
tax payments may be required. Form 100 is due
within 2 months and 15 days after the close of
the income year. :

Enter the $100 limit on Schedule F, line 27, as a
qualified “specific deduction.” -

Schedule J — Add-On Taxes or Recapture of
Tax Credits )

Complete Schedule J, If the corporation has
credit amounts 0 recapture or is required to
Ifnc!ude instaliment payments of “add-on" taxes
rom: -

o LIFO recapture resulting from an.$ corpora-
tion election;

¢ interest computed under the look-back
method for completed long-term contracts; or

¢ interest on tax attributable to instaliment sales
of certaln property or use of the instaliment
method for non-dealer installment obligations,

Revise the amount of tax due or overpayment on
Form 100, line 28 or fine 29, as applicable by the
amount from Schedule J, line 5. :

Instaliment payment of tax attributable to
LIFO recapture for corporations making an S
corporation election. A corporation that uses
the LIFQ inventory pricing method and makes an
$ corporation election must include a “LIFQ
recapture amount” in income for its last year as a
C corporation. The corporation's LIFO recapture
amount is equal to the excess of the inventory
amoiint using the FIFO method, over the Inven-
tory amount using the LIFO method, at the close
of the corporation’s last income year as a

C corporation. .

The additional tax resulting from inclusion of the
LIFO recapture In incomie is payable in four .
equal installments. The first installment is due on
the original due date of Form 100 of the electing
corporation’s last year as a C corporation,

To determine the additional tax-due to LIFO

recapture, the corporation must complele Form
100, Side 1, through line 26, based on income
that does not Include the LIFO recapture amount, !

On a separate worksheet using the Form 100
format, the corporation must complete the equiv-
alent of Form 100, Side 1, lines 18 through 26,
based on taxable' income including the LIFO
recapture amount. Form 100, Side 1, line 26,
must then be compared ta line 26 of the work-
sheet. The difierence is the additional tax duse to
LIFO recapture.

Since Form 100, Side 1, line 26, does not
include the additional tax due to LIFO recapture,
corporations must include 1/4 of the additional
tax on Schedule J, line 1, Attach the workshest
showing the computation, ' :

Note: Corporations must pay the remaining three
installments of deferred tax with Form 100S. The
payments must be made by the original due date
of Form 1008, for each succeeding year.

Long-term contracts. lf the corporation must
compute Interest under the look-back method for
completed long-term contracts, complete and -
attach form FTB 3834, Interest Computation
Under the Look-Back Method for Completed
Long-Term Contracts. Include the amount of
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interest the corporation owes or the amount of
interest o be credited or refunded to the corpora-
tion on Schadule J, line 2. If interest is to be
credited or refunded, enter as a negative

amount. Atlach form FTB 3834 1o Form 100. ,

Interest on tax atiributable to payments
received on Installment sales of certain time-
shares and residential lots. If the corporation
elected to pay interest on the amount of tax
attributable to payments received on installment
obligations arising from the disposition of certain
timeshares and residential lols under IRC Section
453())(3), 1t mugt include the interest due on
Schedule J, line 3a. For the applicable interest
rates, get FTB Pub. 1138, Bank and Corporation
Biling Information. Attach a schedule showing
the computation.

Interest on tax deferred under the Instaliment
method for certain nondealer instaliment obli-
gations. If an obligation arising from the disposi-
fion of property fo which IRC Section 463A(c)
applies is outstanding at the close of the year,
the corporation must include the interest due
under IRC Section 453A on Schedule J, line 3b.
For the applicable interest rates, get

FT8 Pub. 1138.

Credit recapture. Complete, Schedule J, line 4, i
* the corporation completed the credit recapture

portion of: :

o FTB 3501, Employer Child Care Pro-
gram/Contribution Credit; or

e FTB 3518, Employer Ridesharing Credits; or -

o FTB 3805Z, Part VI, Enterprise Zone and -
Program Areas Recapture Credits; or

e FTB 3806, Part VI, Los Angeles Revitalization
Zone Recapture Credits;

Schedule C — Tax Credits

if the corporation Is not required to complete
Schedule P (100), use this schedule to list those
credits claimed on Form 100, line 23.

Schedule G — Bad Debts Reserve Method

Savings and loan associations, banks and
financial corporations only: Use the format _
below to prepare Schedule G. Attach Schedule G.
to Form 100. . o

Schedule H— Dividend income

A corporation may eliminate dividend income
when certain requirements are met. There are
three different methods to eliminate dividends
received from income, .

Intercompany

A corporation may deduct dividends received
from unitary subsidiaries, but only o the extent
that the dividends are paid from income that has
been included in a combined report of a unitary
business (R&TC Section 25106). Complete Form
100, Schedule H, columns (a) through (e} and
enter the total of column (e) on Form 100,

Side 1, line 9.

Water's-Edge

A corporation may deduct a percentage of the
dividends received that are included in the corpo-
ration’s water's-edga return (R&TC Section
24411). Dividends received from banks do not
qualify for the water's-edge dividend deduction.
To calculate the deduction, get form FTB 2411,
Water's-Edge Dividend Deduction. Enter the {otal
fram form FTB 2411 on Form 100, Side {1,

line 11.

Other
Corporations may reduce dividend income for

“dividends:

e paid by a corporation taxed by California on
earnings from which such dividends are paid
(R&TC Section 24402); or :

¢ received from-a Califomia insurance company

. subject to tax imposed by Part 7 of the R&TC

.: 8nd not previously deducted under R&TC
~-Sections 24411 or 25106 (to qualify for this
deduction; the recipient corporation must be

= commercially domiciled in Callfornia and must

.

*F own at least 80% of each class of stock of

the Insurance company).

To determine the deductible percentage of & divi-
dend (Schedule H, column (f)), send a written*
request showing the complete name of the |
dividend-paying corporation to;

Special Activities Unit,

Deductible Dividends

Franchise Tax Board

P.O. Box 942857 -

Sacramento, CA 94257-0540

Or call FTB at the phone numbers ¢n the back
page of this booklet, Allow six to eight weeks for
a written reply,

To determine the amount of dividends to enter
on Form 100, line 10, determine the corpdration's
percentage of ownership of the dividend paying

. corporation and enter on Schedule H, - .

column (h): .

*» - 70%, if the dividend paylng corporation Is less
than 20%-owned; :

¢ 80%, if the dividend paying corporation is

- 20%. but not more than 50%-owned; or

¢ 100% if the dividend paying corporation is

more than 50% owned.

Multiply dividend received (column (c)) by the
deductible percentage (column (f)} and enter the -
result in column {g). Multiply the amount in col-
umn (g) by the limitation percentage (column (h))
and enter the result in column ().

Enter the total from Schedule H, column () on
Form 100, line 10.

¢

(a) income
year

{b) Accounts outstanding at the end of the year * -

Schedule G _Bad Debts — Reserve Method Complete only if a savings and loan assoclation, bank oy financial corporation.

Amount added to reserve

! (cj Current year's
provision

(d) Recoveries

(D Reserve for bad
debis at end of
year

(e) Amount charged
agalnst reserve

1988

1989

1990

1981

1992

1993
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Business Activity Code Chart

Agriculture, Forestry,

and Fishing

Code {

0400 Agricultural production

0600 Agricultural services (except
veterinarians), forestry, fishing, hunt-
Ing, and trapping ’

Metal mining
1010 lron oreg
1070 Copper/lead and zinc, gold and’ siver

0res
1098 Other metal mining
1150 Coal mining

Oil and gas extraction

1330 Crude pelroleum, natural gas, and
nalural gas Squids

1380 O and gas fietd services

Nonmetallic minerals, except
fuels

1430 Dimension, crushed and broken stone;

sand and gravel
1498 Other nonmetaliic minerals, except
fuels

Construction

General building contractors

and operative builders®

1510 Genetal building conlractors

1531 Operative bullders

1600 Heavy construction
contractors

Special trade contractors
1791 Plumbing, heating, and alr condition-

ing
1731 Electrical wor

k
1798 Other special trade contractors

Manufacturing

Food and kindred products

2010 Meal producis

2020 Daity products

2030 Preserved fruits and vegetables

2040 Graln mill products

2050 Bakery producls

2060 Sugar and confectionary products

2081 Mall liquors and malt -

2088 Alcoholic beverages, except malt
liquors and mat .

2089 Bottled soft drinks, and flavorings

2096 Other food and kindred products

2100 Tobacco manufacturers

Textile mill products

2228 Weaving mills and lextile finishing
2250 HKnitting mills

2298 Other textile mill products -

Apparel and other textile
products

2315 Men's and boys’ clothing

2345 Women's and children's clothing

2368 Othes appare! and accessories

2390 Miscellaneous fabricated texide pro-
ducts-

Lumber and wood products

2415 Logglnri, sawmilis, and planing mills

2430 Mibwork, plywood, and related pro-
ducts

2498 Other wood products, Including wood
buldings and mobRe homes

2500 Furniture and fixtures

Pa?er and allied products
2625 Pulp, paper, and board miks
2699 Other paper products

5‘;‘5“:;“ and publishing

ows)

iy

2735 Books, greeting cards, and miscella-
neous publishing

2799 Commercial and other printing, and
printing trade services

Code

Chemicals and aflied products
2815 Industrial chemicals, plastics materials,
and synthetics
2040 S, cleanrs, an tot goods
, cleaners, and tolle
2850 P:ﬁﬁs and allied producis
2898 Agricultural and other chemical pro-
ducts

Petroleum refining and related
industries (including those
integrated with extraction)

2910 Petroleum refining (including inte-

raled
2998 glher )pelroleuzn and codl products

Rubber and misc. plastics

products

3050 Rubber products, plastics footwear,
hose and belting

3070 Misc. plastics products

Leather and leather products
3140 Footwear, except rubber
3198 Other leather and leather producls

Stone, clay, and glass
products

3225 Glass products

3240 Cemant, hydraullc .
3270 Concrete, gypsurm, and plaster pro-

ducls
3298 Other nonmetallic mineral products

Primary metal industries

3370 Femous metal Industries; misc. pri-
_.mary metal producls

3380 Nonferrous metal Industries

Fabricated metal products
3410 Metal cans and shipping containers

3428 Cutlery, hand tools, and hardware;

screw machine products, bolts, and
similar products

3430 Plumbing and heafing, except electric
and-warm alr -

3440 Fabricated structural metal producls

3460 Metal forgings and stampings

3470 Coaling, engraving, and alked serv-
o8 4

' 3480 Ordnance and"aocessories, except

vehictes and guided missiles
3480 Miec. fabricated metal products

Machinery, except electrical

3520 Farm machinery

3530 Construction and related machinery

3540 Metalworking machinery

3550 Special Industry. machinery

3560 General induatrial machimery

3670 Office, compuiing, and accounting
machines

3598 Othér machinery except elactical

Electrical and electronic

equipment )

3630 Household appllances

8665 Radio, television, and communication
squipment

3670 Electronic components and
accessories

3698 Other electrical equipment

3710 Motor vehicles and
equipment

Trans?oﬂation equipment,
except motor vehicles

3725 Alrcraft, gulded missiles and parts
3730 Ship and boat bullding and repalring
3798 Other transporiation equipment,

) except motor vehicles
Instruments and related
products v

3815 Sclentific Instruments and measuring

devices; walches and clocks
3845 Optical, madical, and ophthalmic

goods
3860 Photographic equipment and supplies

3998 Other manufacturing
products

Public Utilities
Transportation
Code H

4000 Railroad transportation

4100 Local and interurban passenger transht
4200 Trucking and warehousing

4400 Waler transportation

4500 Transportation by air

4600 Pipe Enes, except natural gas

4700 Miscellaneous transportation services

Communication

| 4825 Teiephone, telegraph, and other

communication services
4830 Radio and television broadcasting

Electric, gas and sanitary

services

4910 Electric services

4920 Gas production and distibution

4930 Combinalion utilfty services

4890 Water supply and other sanitary
services

Wholesale frade

Durable

5008 Machinery, equipment, and supplies

5010 Motor vehicles and automotive
equipment

5020 Fumitvre and home fumishings

5030 Lumber and construction materials

5040 Sporting, recreational, photographic,
and hobby goods, toys and supplies

5050 Metals and minesals, except petro-
leum and s¢

5060 Electrical go

5070 Hardware, plumbing and heating
equipment and supplies

5098 Other durable goods

Nondurable

5110 Paper and paper products

5128 Drugs, drug proprietaries, and
druggists’ sundries

5130 Apparel, piece goods, and notiens

5140 Groceries and relalod produels

5150 Farm-product raw materials

5160 Chemicals and allled products

5170 Peoleum and petroleum products

6180 Alcoholic beverages

5190 Misc. nondurable goods

| “Finance, Insurance, and

" Real Estate :
Banking )
Code o
6030 Mutual savings banks
6060 Bank holding companles .
8080 Banks, excopt mutual savings banks
and bank holding companles

Credit agencies other than
banks

6120 Savings and loan assodiations
6140 Personal credit Institutions
6150 Business credit Instiutions

6199 Other credit agencles

Security, commodity brokers

and services

6210 Security brokers, dealers and fiotation
companies

6298 Commodity contracts brokers and
dealers; security and commodity
exchanges; and allied services

Insurance

6355 Life insurance

6356 Mutual Insurance, except life or
marine and certain fire or flood
Insurance companles

6359 Other insurance companies

8411 Insurance agents, brokers, and
service

" Real estate

6511 Real estate operators and lessors of
buiidings

6516 Lessors of mining, of, and simifar

rope
6518 Eessorrtsy of railroad property and other
real (rropeny
6530 Condominium management and
ssn Sk G
ers
6599 Other real estate

Holding and other investment
companles, except bank
holding companies

6744 Small business investment companles
6749 Other holding and investmenl compa-

Retail Trade

Building materials, garden
supplies, and mobile home
dealers

5220 Buliding materials dealers
5251 Hardware stores
§265 Garden supplles and moblle home
dealers )

5300 General merchandise
+ - stores

Food stores:
5410 Grocery stores
5490 Other food stores

Automotive dealers and
service stations

5515 Motor vehicle dealers
5541 Gasofine service stalions

. 5598 Other automotive dealers

~

5600 Is\tpparel and accessory
ores

5700 Fumiture and home
furnishings stores

5800 Eating and drinking
places

Misc. retail stores

5912 Drug stores and proprietary stores
5921 Liguor slores

5995 er relali stores

nies except bank holding companles

Services
7000 Hotels and other lodging
places

7200 Personal services

Business services-
7310 Advertls
7389 Business services, except advertising

Auto repair; misc. repair
services i
7600 Auto repair and services
7600 Misc, repalr services

Amusement and recreation
services

7812 Motion plcture production, distribution,
. and services
7630 Motion picture theaters
7900 -Amusement and recreation services,
axcept motion pictures

Other services

8015 Offices of physlcians, Including *
osteopathic 3

8021 Offices of dmm

8040 Offices of other health practitioners

8050 Nursing and personal care facilities

8060 Hospials

8071 Medical iaboratories

8099 Other medical services

8111 Legal services

8200 Educational services

8300 Social services v

8600 Membershlp organizations

8911 Architeclural and engineering services

B930 Accounting, auditing, and bookkeeplng

8980 MisceBaneous services (including

. veterinarians)

[o—
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- CALIFORNIA SCHEDULE

INCOME YEAR
1993 Apportionment and Allocation of Income . R
Attach this schedule. o your California tax return. w7
MONTH DAY YEAR « MONTH DAY YEAR
For income year beginning | 1993 ;. and ending I

Corporation name

California corporation number

Address

City

J State (country)

ZIP code

Water's-Edge Filers Only: If controlled forelgn corporations {CFCs) are Included In the combined report, attach form FI' B 2416, Retained Earnings
of Controlled Foreign Corporations.

Be sure to complele Side 1 and all applicable schedules. See instructions for Schedule R.

1

a Net income (loss) after state adjustments from Form 100, Side 1, line 17; or. Form 1008, Side 1, Ilne 15........
b Water's-edge foreign investment interest offset. Attach form FTB 2424 .. . .......... ... ... vt
¢ Tolal. Combinelinedaandline b .. ... ... 00t i i it s

Total Nonbusiness income (Loss) See Instruction A for definitions and examples.

1a
ib

1¢
7

2 Dividends included on line 1a and not deducted on Form 100, Side 1, line 9 and
line 10; or Form 1008, Side 1,0ine 9. . . . .. ... o vt it 2
3 Interest. Attach schedule........ e it ta et ieer e 3
4 Net income (loss) from the rental of property from Schedule R-3, line 8, column (c}. . .. | 4
5 Royalties. Attach schedule .. . ... ... .. v e e e 5
6 Gain (loss) from the sale of assets from Schedule R-4, line 2, column (g) . . .. ... .. 6
T Partnership income (loss). Attach schedule. . .. .......... . ovv vt 7
8 Miscellaneous income (loss). Attach schedule . .. .\ . ..o v i i 8 ///
9 Total nonbusiness income (loss). Combine lines 2through B. . . . . ...t o ittt i e 1.9
10 Balance. Subtract llne 9 fromiine 1o . . .. ..o v oo [ 10
11 ‘Interest offset from Schedule R-5,line Qorline18 . ............. S T T 11
12 Business income {foss) from sources both within and outside of Californla. Add fine 10 and fine 11 . ........ ... '12
13 a Average apporlionment percentage from Schedule R-1,line 5. . ... ... oo i il i
b Business income attributable to California. Multiply line 12byline 13a . . ... .. ... ... .ot 13b
Nonbusiness Income (Loss) Wholly Atiributable to California If no income is wholly atiributable to California, /
do not complete lines 14 through 21. Transfer the amount on line 13b to line 22 and complete line 23 and line 24.
14 Dividends and interest income (if taxpayer's commercial domicile is in California): ,5
a2 Dividendsincluded inline2above . .. ... .o vttt iv it it i e g |14a
b Interest NCIUAEE N MO B BDOVE. « - « o o v v ce v s s et e e 114b
15 Neét income (foss) from the rental of property wnhln Callforma from Schedule R-3, line 8, column () . ... .. PR 15
16 Royalties. Attach schedule . . . .. . . v v v ottt e e s Caee e 16
17_ Gain (loss) from the sale of assets within California from Schedule R-4, fine 2, total of column (b} and column @ ....L7
18 Partnérohip income (1058). ARGHH SCNBAUIE « 4 v v vt e e e e e e 18
19 Miscellaneous income (loss). Aftach schedule . . .. ... .. 0t ir it i i i i e 19
20 Total nonbusiness income (loss) wholly attributable to California. Combine fines 13b through 19. . . .. ....... .. 120
21 Inférest offset from line 11 allocaled to income included on lineé 142 and line 14b. See Instruction K . . . . . ., e 2
22 Net income (loss) for state purposes before contributions adjustment. Subiract line 21 from fine 20 . . . .. ... .. .. 22
23 Contributions adjustment from Schedule B-6, line 14 . . . .. ... ... i i i e i |23
24 Net income (loss) for state purposes. Combine line 22 and fine 23, Enter here and on Form 100, Slde 1, line 18; or
Form 1005, Side 1, line 18 . . . . . o v o v vttt e e e e e e e e 24

®
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Schedule R-1  Apportionment Formula

The following information must he submitied by all corporations having income from {a) Total within and outsido ..(b) Total within Gallfornla (¢) Percent within
sources both within and culside Califoma, regardiess of the apportionment method used. California (omit cents) ., (omit cents) California ((b) + (a))

1 Properly: Use the average yearly value of owned real and langible personal e
personal property used in the business {at original cost, see instructions).
Exclude property not connected with the business and the value of construction
in progress.
Inventory . . . .. ... ... R
Bulldings . . . .. .. e et a e e
Machinery and equipment (inciuding delivery equlpmenl) .............
Funilurg and FXIUTeS . . . o . v v v v o i s i e e e
Land. .o e e ..
Other tangnble assets. Atach sehedule . ... . ... ... ... ... ...
Rented propeny used In the business. See instruction E . . . . . . .. ... ...

e we

| a Sales delivered or shlpped to California purchasers - //
@) Shipped from outslde Calfornla, . . . ... .. oo e ;
' (i) Shipped from within California . . . v oo
) b Sales shipped from Cafifornia by any member of the unitary group to:
: . ) The United States Government. . . . ... .o oo v v v et o /
‘ {l) Purchasers in a stale where the corporation and its unitary /
i affillates are iImmune under Public law 86272 . . . ... .. ...... //

¢ __Other gross receipts (rents, royalties, Inferest, efe) . s teeeee

Tolal 80166 . . - ¢ ¢ o v v e vt i v e e, Wb 4 e i s e e
Multiply column (c) by 2 (except for agdeuhural nnd extractive industries, see Insi ................................

| 4 Total percent. Add the percentages in column (c). See nstructiond . . .. ... 5
5 Average apportionment percantage. Divide line 4 by the number of factors
' and enter here and on Schedule R, Side 1, fine 13a. See Instruction 1. .. . . . / 4

Schedule R-2 Sales and General Questionnalre Attach additional sheets ll necessary,
2 State the exact fille and principal business acﬁvity of any joint venture or partnership in which the corporation has an interest:

1 Describe briefly the nature and location(s) of your California business activities:

3 Doss the California sales figure in Schedule R-1 include all sales shipped from California where the purchaser is the U.8. Government? If not, expiain.

4 Does the California sales figure on Schedule R-1 Include all sales shipped from California to states in which this corporation or any unitary affiliate is
immune under Public Law 86-2727 f not, explam .

5 Are the amounts shown on-Schedule R, Side 1 Ilnes 2 through 8 and Schedule R-1, column (a) (or a comparable schedule in a combined report)
different from those reported in returns or reports to other states? .____._Has this corporation or any member of its unnary group changed
ine way income is apporiioned or afiocaied io Caiifornia from prior year returns? —____ See Instruction |,

6 Does the Calfornia sales figure on Schedule R-1 {or comparable schedule in a combined report) include all sales shipped to California purchasers,
including those made by any unitary affiliate claiming Immunity from taxation in this state under Public Law 86-272? If not, indicate the name of the
sellinzi member ‘and the nature of the sale activity believed to be Immune.

'  Schedule R-3 Net Income {Loss) From the Rental of Nonbusiness Property

— —

(8) Total outside (b) Total within (c) Total outside of and

California California .within California ((a) + (b))

1 Incomefromrents . . ... v oo i i e '
2 Taxes ....... f et T e e e
3 Depreciation. . . ......... e et s e e
4 Interest paid to carry indebtedness of income producing property . ...
5 Maintenance and upkeep . . . . .. v i i e
6 Other expenses. Attach schedule ......................
7 Total deductions. Add fines 2through 6 . . .. . ..o v e v e v e
8 Net Income (loss) from rents. Subtract line 7 from fine 1. Enter here and
enter_column (c) on Side 1, line 4 and column (b) on Side 1, line 15 . .

1
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Schedule R-4 Gain (Loss) From the Sale of Nonbusiness Asséts

Calitornia sales include transactions invalving: (1) real property located in California; (2) tangible personal property if # had a situs in California at the time ol
sals, or If the corporation is commercially domiciled in California and not taxable in the state where the propeny had a situs at the time of sale; and (3)

intangible personal property if the corporation's commercial domicile Is In California.

L

1 Description of properly sold - Situs of Real estate and other langible assets j |ntangible assets Total
v al i olal
) E:se .;:Ym { (a) Galn (loss} from (b} Gain {loss) from {e) Gain (loss) from (d) Gain {loss) from {e) Galn
outside Cafifornla wilhin Calffornia outside Cakfomia ~ within California Qoss)
2 Totalgainfloss). . . . ............

ScheduleR-5 - Computation of Interesl Offset Complete only if there are entries on lines 2 andfor 3 of Schedule R and if Schedule R-1 is

required. See Instruction K,

1 Total interest expense deducted . .. ... ..ttt ii e Lo //
2 Water's-edge forelgn investment interest offset from SIde f,linetb ............ 2]
3 Balance. Subtract line 2 fromfine?1 ......... ... .. . e e 3 ' /
4 Nonbusiness interest expense deducted In ariiving al the amounts on Side 1, lines 2 through 8 4 _
5 Balance of interest expense, Subtract line 4 romfined . ........... ... ..., i,
6 Total Iriterest income (Form 100, Side 1, line 4 and Schedule F, line 5a and line 5b; or /
1008, Side 1, ling 3, Schedule F, line 5 and Schedule K, line da)*. . . . ... ... 6
7 Nonbusiness interest income from Side 1, line 3. . ......... ... .. ot 7
8 Business interest income, Subtractfine 7fromline 6 . . . . . .. ... i i i e e e e e e
9 Balance. Subtract line 8 from line 5. If line 8 exceeds fine 6, enter -0- here and on .
Side 1, line 11, and do.not complete the rest of this schedule. . . .. ... ......... S e ey
10 Tolal divdend NCOME . . . v v v vt v vt e ee s et ieerr e i eaae e 10 ///////////
11 Deducted dividends from Form 100, Side 1, line 9 and lire 10; of Form 1008, Side 1,line 8 | 11 /
12 Net dividend income. Subtract line 11 from line 10 ....................... e e e s e e siaesaeus
13 Business dividend income .. . . . .. ... ... e et 13 //
14 Deducted dividends from Form 100 Side 1, line 9 and line 10; or Form 1008, Side 1,lne 9 | . /
atiributable o business dividendincome . . ... ...... .. ... .. L il 14 /
15 Net business dividend income. Subtract line 14 from line 13 .. ... e e e e e e e :
" 16 Net nonbusiness dividend income. Subfract line 15 from N 12, . . . . .. i ittt it i i i e e, 16
17 Total nonbusiness interest and dividend income. Add Ine 7andfine 16 . . . .. ... ... i i e 17
18 Enter the lesser of line 9 or line 17. Enter here andon Side 1, lne 11 . . . ... ..o i ittt i i i 18

If Interest and/or dividend income Is reported on Side 1, line 14a or line 14b, enter the allocable portion of line 18 on Slde 1, line 21. '
See Instruction K. If no interest or dividend income Is reported on Side 1, line 14a or line 14b, do not deduct any interest expense on Side 1, line 21.
*If the return Is belng flled under Chapler 3, include exempt interest deducted on Form 100, line 14 and line 15; or Form 1008, line 12 and line 13,

Schedule R-6 Contributions Adjustment See instruction L.

1 Total contributions paid . . ... . ... i i i i e e e i e
2 Net Income sfter state adjusiments from Side 1,fnete ............ ... ... oot SN .
3 Portion of dividends deductible under R&TC Sections 24402 , 24410 and 24411 from Form 100, Side 1, line 10 and
line 11; or Form 100S, Side 1, line 9 and line 10, and other adjustments. See Instruction K. . . ... ... .vunn..
4 Contrbutions deducted on Form 100, Slde1 line 13; or on Form 100S, Side 1, fine 11 . .. .. ... ... .. .. .. ..
§ Total. Addlines2through 4 . ......... .. it rernnnnnrnns e n e er e
G MU e B Y BT vttt it e e et e e et
7 Net income (loss) for state purposes before cantributions adjustment from Side f,line 22 .. . ...............
8 Amount deductible on line 3 multiplled by the average apportionment percentage from Schedule R-1,line5 . ... ...
9 Contributions deducted (from fine 4 above) muttiplied by the average apportionment percentage from Schedule R-1, line 5. . . .
10 Total Addlines 7Hhrough 9. . . .. . .. i i e i i e ettt
11 Multiply line 10 bY 6% . . o v o ittt i i i i i i it e s e
Contrlbutions Adjustment
12 Enter the amount shownonlinegabove, . . . . ... v i it i i it it i i i e e e,
13 Amount of contributions aflowable:
8 |f line 1 equals or exceeds line 6, enter the lesser of line 1 or line A
b lline 1 is less than line 6, divide line 10 by line 5. Then multiply line 1 by the result and enter here. . . . ......

14 Contributions adjustment. Subtract line 13a or line 13b from line 12, Enter here and on Side 1, line 23. If the result is

a negative amount, enter Inbrackets . . . . . . . ... ... ... ... P I T I

1
2

///////////////////

13a
13b

14
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Schedule R-7 _Election lo File a Unifary Taxpayers’ Group Relurn and List of Affiliated Corporations

This election is an integral part of this return snd must be filed annually with the Schedule R. Signing the return is an acknowledgement that you
agree to comply with the followmg terms and conditions:

Electlon is hereby made 1o file a umtary taxpayers’ group return for each of the affiliated taxpayer corporations hsled in Part 1. The unitary taxpayers' group
return constitutes the return for each member of the electing group, and satisfies the requirement of each electing member to file its own return, Each
corporation that elects to file a group relum agrees to be bound by the terms and conditions specified in this schedule and its instructions. The filing of a
group return indicates acceptance of all terms and conditions. To be eligible, such corporalions must be members of a single unitary group for the entire year
and determine their income on the basis of the same accounting period.

The key corporation must file the unitary taxpayers’ group return. With the initial return and thereafter, any payment of taxes for the income year shall be
made using the key corporafion’s California corporate number as designated below. The key corporation must be doing business in California and, where.
applicable, be the parent corporation. The key corporation agrees to act as surety and agent for each member of the group. In addition, all electing members
agree that subsefjuent adjustments to the liability of the members of the group may be assessed, billed or paid to the key corporation on behalf of its
members, either in the name of the key corporation or the name of the membars. Waiver of a statute of limitations by the key corporation will apply to all
elecling member corporations. If the key corporation does not fulfill its obligation to pay tax or act in behalf of its members, each member may be
independently assessed or billed for its own tax liability. The key corporation must pay at least the minimum franchise tax on behalf of each electing
corporatian subject to the franchise tax.

The election is binding on all members for all matters for the Income year of the election. If some or all of the corporations included in the election to file a
unitary taxpayers' group return are later determined not to be members of the unitary group of the key corporation, the key corporation and electing members
agree that any suhsequent adjustment for any and all members included in the original group return may still be assessed, billed or paid fo the key
corporation.

The election remains in effect for the payment of estimated tax and tax pald with an extension of time to file for the following year by the key corporation on
behalf of the group, unless nofice of termination of the election is provided to the Franchise Tax Board on or before the time of payment. -

To determine the amount of self assessed tax for each electing taxpayer member of the unitary taxpayers’ group return, and the reporting of payments made
by each member, se€ Instruction M.

]

Part 1
List of Taxpayers Making Election to File a Unitary Taxpayers Group Return. Atlach additional sheels if necessary.
Electing taxpayer California - Total - Amount of Amount pald Amount pald Total
corporation corporation. self-assesed estimated tax with extension with this paymenis
number fax paid (Form 100-ES)| (FTB 3539) retura

(Key corporation)

Total

In Part 2 list each nonelecting affiliated corporation of which more than 50% of the voting stock Is owned or contralled directly or indirectly by common
interests, whether or not unitary with the key corporation. Include the California corporation number for each taxpayer corporation.

Part 2

List of All-Nonelecting Affiliates {whether or not unitary with the key corporation). Aitach additional sheets if necessary.
) Does this corporation file a

Afiiliate California Is this corporation California retun on a different Was this corporation
corporation's name corporation number unltary with the fiscal year than the electing acquired or disposed of
(if applicable) electing group? group? during the year?

007, v | w | v | o |m=] o
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instructions for Schedule R

Apportionment and Allocation of Income

References in these Instructions are to the Califomia Revenue and Taxation Code (R&TC).

Tax Law Change

Recently enacted Callfornia legislation revised
the apportionment formula for income years
beginning on or after Janvary 1, 1993. The
sales factor must be double weighted for all
corporations unless the corporation derives
more than §0% of its gross business receipts
from extractive or agricultural business activi-
ties. For corporations which are members of a
unitary group, the determination whether a
double or single weighted sales factor is
required is made for the entire unitary group.
For corporations subject to the double
weighted sales factor, calculate the apportion-
ment percentage by adding the property, pay-
roll and the double welghted sales factor -
together and divide by four.

General Instructions

This schedule is used by all taxpayers and
partnerships whose business income is
required o be apportioned. Special Instruc-
tlons apply to :dividuals and partnerships.
See General Instructions B and C.

Unless stated otherwise the term “corpo-
ration” as used.In these Instructions includes
“hanks”,

A Appdrtionment and Allocation

APPORTIONMENT ~ Generally refers to the
division of business income among states by
the use of an apportionment formula.

ALLOCATION - Generally refers to the
assignment of nonbusiness income to a par-
ticular state.

When a portion of a corporation’s Income is
from sources outside Callfornia, the portion of
the corporation's total net income that has its
source in Californla is determined using the
aliocation and apportionment provisions in the
Uniform Divislon of income for Tax Purposes
Act (R&TC Sections 25120 - 25141 and the

applicable regulations). In such cases, the first

step is to determine which portion of the cor- -
poration’s net income Is "business income”
and which portion Is “nonbusiness income.”

Nonbusiness income is allocated to specific
states as provided in R&TC Sections 25123 -
25127 and the applicable regulations. Busi-
ness Income Is apportioned to the states In
which the business is conducted, based on_
the property, payroll, and sales apportionment
factors set forth in R&TC Sections 25128 -
25137 and the applicable regulations. The
sum (or net) of the business income appor-
tloned to California, plus the nonbusiness
income items directly allocated to California, is
the corporation’s California net income.

BUSINESS INCOME -~ Is defined by 18 Cal,
Code Regs. Section 26120(a) as income aris-
Ing from transactions and activities in the reg-
ular course of the corporation's trade or
business. Business income includes income
from tanglble and intangible property if the

acquisition, management and disposition of
the property constitute integral parts of the
corporation’s regular frade ot business opera-
tions. Accordingly, the critical element In
determining whether income is "business
income” or “nonbusiness income" is the iden-
tification of the transactions and activities that
are the elements of a particular trade or busi-
ness. In general, all transactions and activities
of the corporation that are dependent on or
contribute to the operations of the corpora-
tion's economic enterprise as a whole give
risé to business income.

Example A - Corporation Y owns 30% of

Corporation X, Corporation Y makes substan-
tial purchases from Corporation X for use in

Tts unitary business operations and, except for

the ownership percentage, would be consid-
ered unitary with Corporation X's business
operations. A dividend from Corporation X
paid to Corporation Y is business income.

Example B - The corporation operates a mul-
tistate chain of men’s clothing stores, The cor-
poration purchases a 5-story office building
primarily for use in connection with its princi-
pal business. it uses the street floor as one of

. its retall stores and the second and third

fioors for its general corporate headquarters.
It leases the remaining two floors to others.
The rental of the two floors Is Incidental to the
operation of the corporation's business. The
rental income is business income.

Example C - The corporation is engaged in
the multistate business of manufacturing and
selling industrial chemicals. in connection with
that business, the corporation obtained pat-
ents on some of its products. The corporation
licensed the production of the chemicals in
foreign countries. In return, the corporation
receives royalties. The royalties received by
the corporation are business income.

Example D — In conducting its multistate
manufacturing business, the corporation sys-

tematically sells and replaces automobiles,

machines, and other equipment used in the
business. The galns or losses resulting from
those sales constitute business income.

Example E — The taxpayer is engaged in a
multistate manufacturing and selling business.
The taxpayer usually has working capital that
it regularly invests in interest bearing securi-
ties. The interest income is business income,

NONBUSINESS INCOME ~ Means all Income
other than business income.

In accordance with R&TC Sections 25120 -
25141 inclusive, the income of the corporation
is business income unless clearly classifiable
as ponbhusiness income,

Example A ~ The corporation operates a mul-
tistate chain of men’s clothing stores, The cor-
poration invests in a 20-story office bullding
and uses the street floor as one of its retall
stores and the second floor far its general cor-
porate headquarters. The remaining 18 floors
are leased to others. The rental of the 18

floors is not incidental to, but rather is sepa-

rate from, the operation of the corporation's
trade or business. The net rental income Is
nonbusiness income of the clothing store
business.

Example B - The corporation operates a mul-
tistate chain of grocery stores. An office build-
ing that had been used as the corporate
headquarters did not provide adequate space.
A new and larger bullding, located elsewhere,
was acquired for use as the new headquar-
ters. The old huilding was rented to an invest-
ment company under a 6-year lease, Upon
expiration of the lease, the building was sold
at a gain or (loss). The gain or (loss) on the
sale is nonbusiness income and the rental
income recelved during the lease period Is
nonbusiness income.

Note: Special rules apply to gain or loss .
from the sale of a nonbusiness partnership
interest:

¢ It 50% or less of the value of the partner-
ship's assets at the time of sale consist of
intangibles, divide the.original cost of part-
nership tangible property in California
owned by the parinership at the time of
the sale by the original cost of all tangible
personal property owned by the partner-
ship at the time of the sale. Multlply this
ratio by the gain or loss to find the Califor-
nia amount; or .

o If over 50% of the value of the pariner-
ship’s assets at the time of sale consist of
intanglbles, muttiply the gain or loss by the
sales factor of the partnership for its first
full taxable period immediately preceding
the taxable period of the partnership dur-
ing which the parinership interest was
sold, to find the California amount.

B Individuals

Nonresidents and resident individuals efigible
for the other states tax credit who have
Income or loss from a trade or business activ-
ity conducted within and outside California
must apportion their income in accordance
with the provisions of R&TC Sections 25120 -
25139 (see 18 Cal. Code of Regs. Section
17951-4). However, items of Income or loss
that would be treated as nonbusiness income
under those sections if earned by a corpora-
tion should be sourced using the normal rules
that apply to individuals. Individuals complete
only Schedule R-1, R-2 and lines 12, 133,
and 13b on Schedule R. Enter on line 12 the -
total Income from the trade or business after
any adjustment for federal and state differ-
ences (see Schedule CA (540)). Nonresident
or part-year resident enter the amount from
line 13b on Schedule CA (540NR), line 12,
column E. in completing these Schedules
replace the term “corporation” with apportion-
ing business activity.
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€ PBartnerships

Partnerships with income or loss from a trade
or husiness conducted within and outside
California must apportion business incoms In
accordance with the. provisions of R&TC Sec-
tion 25120 - 25139 (see 18 Cal. Code of
Regs Section 17951-4). However, partnership
items of income or loss that would be treated
as nonbusiness Income If earned by a corpo-
ratlon are allocated as if such income or loss
were earned by the individual partner, Part-
nerships complete only Schedules R-1, R-2,
R-3 and R-4. For purposes of Schedule R-4,
partnershps should not allocate nonbusiness
income from intangibles. Complete Schedule.
B, lines 1 through 13b, of Schedule R except
for lines 1b and 11, which apply only to corpo-
rations. In completing these schedules replace
the term “corporation” with parinership.

If a trade or business conducted by a pariner
is unitary with the trade or business of the
partnership, the pariner's distributable share
of business income of the partnership Is
treated as business iricome of the partner.

- The partner must add its share of the pariner-
ship's property, payroll and sales within and
outside California to its own property, payroll
and sales within and outside California in
order to apportion the combined Income. This
will be reflected on the partner's Individual
retumn. For further information, see 18 Cal.
Code of Regs. Section 25137-1,

D Waters-Edge Filers

Corporations filing on a water's-edge basls
that own controlled foréign corporations must
complete form FTB 2416, Retained Eamings
of Controlled Foreign Corporations, and attach
it to this schedule. Water's-edge filers who are
subject to the foreign dividend interest offset
must complete form FTB 2424, Water's-Edge
Foreign Investment Interest Offset, and attach
it to Form 100 or Form 1008,

Foreign investment interest offset requires the
application of forelgn interest expense to off-
set the foreign dividend deduction. in general,
the calculation requires the identification of
foreign interest using the ratio of unassigned
foreign assets over unassigned total assets,

Water's-edge filers who are deducting divi-
dends under R&TC Section 24411 must com-
plete and file form FTB 2411, Water's-Edge
Dividend Dedugtion.

Address any questions regarding water's-edge
legistation and other water's-edge Issues to:

Franchise Tax Board
P.O. Box 1779
Rancho Cordova, CA 957411779

Get the Form 100-WE Booklet for the required
water's-edge forms and more Information
regarding water's-edge.

E Property Factor

The property factor is a fraction, which Is
determined as follows. The riumerator is the
value of real and tangible personal property
owned or rented and used in California during
the income year to produce business income.
The denominator is the value of alf the corpo-
ration’s real and tanglble personal property

owned or rented and used during the income
year to produce business income. Property
owned by the corporation that is in transit
between states is considered to be located at
its destination.

Property is included in the factor if it Is actu-
ally used or Is available for use or capable of
being used during the income year. It remains
In the property factor until its permanent with-
drawal is established by an identiflable event
such as its sale or conversion to the produc-
tion of nonbusiness income. Property used in
the production of nonbusiness income is
excluded from the factor.

Propeny owned by the corporation Is valued
at its original cost averaged over the income
year. In general, "original cost” is the basls of
the property for federal income tax purposes
(prior to any federal adjustments) at the time
of acquisition by the corporation and adjusted
by subsequent capital additions or improve-
ments, special deductions and partial disposi-
tion because of sale, exchange, abandon-
ment, efc. Depreciation does not reduce
original cost.

As a general rule, the average value of prop-
erty owned by the corporation is computed by
averaging the values at the beginning and
ending of the income year. Howevaer, the
Franchise Tax Board may require or allow
monthly averaging if this method Is required to
properly refiect the average value of property
for the income year.

Rented property is valued at eight times the
net annual rental rate. The net annual rental
rate for any item of rented propery is the fotal
rents paid for the property, less the aggregate
annual subrental rates paid by subtenants.
Subrents are not deducted when the subrents
constitute business income.

F Payroll Factor

The payroll factor is a fraction, which is deter-
mined as follows, The numerator is the com-
pensation paid in California during the income
year to produce business income. The
denominator is the total compensation paid
during the income year to produce business
income. Compensation connected with the

- production of nonbusiness income is excluded
* from the payroll factor.

The total amount “paid” to employees is
determined on the basls of the corporation’s
accourting method. Under the accrual
method, all compensation properly accrued is
deemed to have been paid,

Regardless of the corporation’s methed of
accounting, at the election of the corporation,
compensation pald to employees may be

‘included in the payroll factor by use of the

cash method if the corporation is required to
report the compensation under that method
for unemployment compensation purposes.

The term “compensation” means wages, sala-
ries, commissions and any other form of
remuneration paid diractly to employees for
personal services. Payments made to an inde-
pendent contractor, or any other person not
properly classifiable as an employee, are
excluded.

Compensation is paid in California if any one
of tth_e following tests, applied sequentially, are
met,. :

1:; The employee's service Is performed

“entirely within California;

2. The employes's service is performed both
within and outside of California, but the
service performed outside of California is
incidental to the employee’s service within
Califomia (“incldental” means any service
that is temporary or transitory in nature, or
that is rendered in connection with an iso-
lated transaction);

3. If the employes's service Is performed both
within and outside of California, the
employee's compensation will be attributed
to Californla if;

» the employee’s base of operations is in
California, or

* there is no base of operations in any
state in which some part of the service
is performed, but the place from which
the service is directed or controlled Is In
California, or

¢ ihe base of operations, or the place
from which services are directed or
controlied is not in any state that some
part of the service Is performed, but the
employee's residence is In Callfornia,

“Base of operations” Is the place of a perma-
nent nature from which the employee starts
work and returns in order to receive instruc-
fions or communications from customers or
other persons, to replenish stock or other
materials, to repair equipment, or to perform
any other funetions necessary to the exercise
of the irade or profession at some other polnt
or points.

Individuals and partners engaged in the prac-
tice of a profession may be subject to special
rules for determining the payroll factar. Sole
proprietors and partners engaged in the prac-
tice of law, accounting, medicine, engineering
or any other profession involving personal
Bservicas where capital is not a material
income producing factor should refer to 18
Cal. Code Regs. Section 179514 (f) for infor-
;nalion regarding eomputation of the payroll
actor.

G Sales Factor

Important: For income years beginning on or
after January 1, 1993 the sales factor is a
double weighted factor for all corporations
except those corporations with more than
50% of gross business receipts derived from
extractive or agricultural business activities.

The sales factor is a fraction, which Is deter-
mined as follows, The numerator is the gross
recaipts derived during the income year from
transactions and activities attributable to Cali-
fornia in the regular course of the unitary afflli-
ates’ trade or business. The denominator Is
the total gross recelipts derived during the
income year from transactions and actlvities
everywhere in the regular course of the corpo-
ration’s trade or business. .

Gross recelpts means gross sales less returns
and allowances and includes all interest
Income, service charges, carrying charges or
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time-price differential charges incidental to
these gross receipts. If federal and state
excise taxes {including sales taxes) are
passed on to the buyer or Included in the sell-
ing price of the product, they must be
included in gross recelpls. This definition
applies regardless of where the accounting
records are maintained or the location of the
contract or other evidence of indebtedness,

The following are rules for determining “sales”
in various situations,

1.

In the cage of a corporation engaged in
manufacturing and selling goods or pro-
ducts, “sales” includes all gross receipts
from the sales of such goods or products
held for sale to customers in the ordinary
course of its trade or business, Goods or
products also include other property of a
kind that would properly be included in the
Inventory if on hand at the close of the
income year.

. In the case of cost plus fixed fee contracts,

such as the operation of a government-
owned plant for a fes, “sales” Includes the
entire reimbursed cost, plus the fee.

. In the case of a corporation engaged In

praviding services, such as the perfor-
mance of equipment service contracts or
research and development contracts,
“sales” includes the gross receipts from
the performance of such services, includ-
ing fees, commissions and similar items.

. In the case of a corporation engaged in
~ renting real or tangible property, “sales”

inciudes the gross receipts from the rental,
lease or licensing the use of the property.

In the case of a corporation engaged in -
the sale, assignment, or licensing of intan-
gible personal property such as patents
and copyrights, “sales” Includes the gross
recelpts therefrom.

If a corporation derives receipts from the
sale of equipment used in its business,
these receipts constitute “sales”. For
example, a truck express company owns &
flieet of trucks and sells its trucks under a
regular replacement program. The gross
receipts from the sales of the trucks are
included in the sales factor,

There are instances where a corporation must
disregard gross receipts for the apportionment
formula to work fairly. I[f insubstantial amounts
of gross receipts arise from incidental transac-

taxable in the state of the purchaser. (See
General Instructions H.) :

Gross recelpts from the sales of tangible per-
sonal property fo the United States Govern-
ment are atbributable to California if the

property is shipped from California, Only sales

for which the United States Government
makes direct payment to the seller according
to the terms of a contract constitute sales to
the United States Government. Thus, as g
general rule, sales by a subcontractor to the

prime contractor, the party to the contract with

the United States Government, do not consti-

~ lute sales to the United States Government.

Sales, other than sales of tangible personal
property, are apportioned to California if:

1. ‘The income-producing activity is performed

wholly within California, or

2. A portion of the income-producing activity
is performed outside of California but a
greater portion of this activity is performed
within California than in any other state,
based on costs of performance.

“Income-producing activity” means the trans-

actions and activity directly engaged in by the

corporation in the regular course of its trade
or business for the ultimate purpose of earn-
ing gains or profits. “Income-preducing activ-
ity applies to each separate item of income.
“Income-producing activity” does not Include

- transactions and activities performed on

behalf of a corporation, such as those con-
ducted by an Independent contractor.

“Costs of peiformance” means direct costs

determined in a manner cansistent with gener-

ally accepted accounting principles and in
accordance with industry practices In the cor-
poration's frade or business.

Special Rules. The following are special rules

for detérmining when receipts from the
income-producing activities are attributable to
California. :

1, Gross receipts from the rendering of per-

sonal services by employees or the use of
tangible and intangible property by the cor-

poration in performing a service are aftrib-
utable to California to the extent that the
services are performed within California.

If a portion of the services, relating to a
single item of income, are performed out-

side of Califomia, the gross receipts for the -

performance of the services are aftribut-

., Personal service not directly connected
-+ with the performance of the contract or
;= other obligation (for example, time
« expended in negotiating the contract) is
“#  excluded from the computations.

2. Gross receipts from the sale, rental, leas-
ing, licensing or other use of real property
are attributable to California if the real
property is. located within California.

3. Gross receipts from the rental, leasing,
licensing or other use of tangible personal
property are attributable to California if the
property Is located within California,

If fangible personal property is located
within and outside of California during the
rental, lease or licensing period, gross
recelpts attributable to California are mea-
sured by the ratio which the time the prop-
erty was physically present or was used
within California bears to the total time or
use of the property during the peried.

If business Income from Intangible property
cannot readily be attributed to any particular
income-producing activity of the corporation,
that income cannot be assigned to the numer-
ator of the sales factor for any state and it Is
excluded from the denominator of the sales
factor. For example, where business income
in the form of dividends on stock, royalties on
patents or copyrights, or interest on bonds,
debentures or government securities results
from the mere holding of the intangible per-
sonal property by the taxpayer, such divi-
dends and Interest are excluded from the
sales factor,

H Taxable in Another State

A corporation Is “taxable in another state” if it
meets either one of the two following tests:

1. I because of its business activity in
another state, the corporation Is subject to
a net income tax, a franchise tax mea-
sured by net income, a franchise tax for

the privilege of doing business, or a corpo-

rate stock tax; or

This test applies only If a corporation carrles
on business activities in another state. How-
ever, the corporation is not taxable in another
state if the corporation;

* files and pays tax volunfarily, when not
. required to do so by the laws of that state;
or
¢ pays a minimal fee for qualification, organi-

tions, they may be excluded from the sales

factor unless such exclusion would materlally

affect the apportionment formula. For exam-
ple, ordinarily the corporation may exclude
tfrom the sales factor gross receipts from
transactions such as the sale of office fumi-
ture, business automobiles, etc.

Gross recelpts from the sales of tangible per-

sonal praperty (except sales {0 the United

States Government) are aftributable to Califor-
nia if 1) the property is delivered or shipped to
a purchaser within California regardless of the

{.0.b. point or other conditions of sale, or 2)
the property Is shipped from an office, store,
warehouse, factory or other place of storage

within California by any member of the unitary
group and no member of the unitary group is

able to California only if, based on costs of
performance, a greater portion of the serv-
ices are performed within California,

If a portion of the services are performed
within Californla, and the services per-
formed in each state constitute a separate
income-producing activity, the gross
receipts for the performance of the serv-
ices attributable to California are measured
by the-ratio which the time spent in per-
forming the services within California bears
to the total time spent in performing the
services everywhere.

Time spent in performing services includes
the amount of time expended in the perfor-
mance of a contract or other obligation
that gives rise to the gross receipts.

zation, or for the privilege of doing busi-
ness in that state, but does not actually
engage in business activities in that state;
or

engages in some activity, not sufficient to
be taxed, and the minimum franchise tax
bears no relation to the corporation's activ-
Ities in that state.

. If another state has jurisdiction to tax

net income, regardless of whether or
not that state Imposes such a tax on the
corporation,

This test applies If the corporation’s business
activities are sufficient to give the state juris-
diction to impose a net income tax under the
Constitution and statutes of the United States.
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Jurisdiction to tax is not present if the state is
prohibited from imposing the tax because of
Public Law 86-272, 15 U.S.C. 381-385.

1 Consistency in Reporting
Corporations that changed the way the follow-
ing items were treated in prior year returns,
must disclose the nature and extent of these
changes on Schedule R-2, line 5. Disclose
any changes to:

o classification of income as business or
nonbusinesg income;

» valuation of property or inclusion of prop-
erty in the property factor;

¢ determination of the amount of compensa-
fion paid used in the payroll factor; or

* inclusion of gross receipls In the sales
factor.

Disclose only inconsistencies in the denomi-
nators of the three factors that materially
affect the apportionment percentage. Explain
(with references to the laws or regulations of
the other state) any inconsistencies in the
determination of nonbusiness income and In
the denominators of the factors due to a dif-
ference in state laws or regulations. Show the
amount of inconsistency on a state-by-state
basis.

When a corporation sells tangible personal
property that is shipped from Callfornia and
assligried to a state in which the corporation
does not file a return or repor, the corporation
must identify the state to which the property is
shipped, report the total amount of sales
assigned to that state and furnish the facts
that the corporation relied on in establishing
jurisdiction to tax by that state.

J Computation of Apportionment
Percentage

When computing the average apportionment
percentage for Schedule R-1, line 5, divide
the total percent in line 4 by the number of
factors that have amounts in column (a) and
column (b). For most corporations, the
denominator Is four (property, payroll and
twice the sales factor). For agricultural and
extractive industries the denominator Is three
{property, payroll and sales). Those factors
with zero batances in the totals of both col-
umn (a) and column (b) will not be included in
the fraction. For example, If the taxpayer has
no payrolt then the average apportionment
percentage would be computed by entering
1/3 of line 4 instead of the standard 1/4.

K- Computation of Interest Offset
if the corporation’s income Is subject to appor-
tionment by formula, the interest expense
Jeduction is the amount equal to interest

income subject to apportionment plus the
amount, if any, that the balance of interest
expense exceeds nonbusiness interest and
nonbusiness dividend income.

Interest expense not deductible under the pre-
ceding paragraph Is directly offset against
nonbusiness interest and nonbusiness divi-
dend income. :

in any case In' which the tax of a corporation
is or has heen determined in a combined
report with another corporation, all dividends
paid by one to another of such corporations
are, to the extent dividends are paid out of the
income of the unitary business, eliminated
from the income of the recipient and are not
taken into account for Interest offset purposes.

Note: If no dividend or interest income is clas-
sified as nonbusiness income on Side 1, line
2 and line 3, it Is not necessary to complete
Schedule R-5.

Use Schedule R-5 to make the interest
expense computation, Enter on Side 1, line
11, the amount of interest offset from Sched-
ule R-5, Kne 9 or line 18, Enter on Side 1, line
21, the amount of interest expense applicable
to California dividend and interest income by:

¢ dividing the total of Side 1, line 14a and
line 14b by the total of Side 1, line 2 and
line 3; and -

* muiltiplying the result by the total of Side 1,
line 11.

L Contributions Adjustment

As a general rule, California law fimits the
deductibllity of charitable contributions to 5%
of the corporation's California net income
before deducting the contributions, adjusted
for the use of the apportionment formula and
any nonbusiness Income and losses.

Include the amount of adjustments to income
other than those specified on Schedule R-6,
line 3. For purposes of the charltable contribu-
tion limitation, net income is to be computed
without regard to deductions for items
included in Art, 2, Ch. 7, of the Bank and Cor-
poration Tax Law (other than organizational

~ expenses). See R&TC Section 24358.

Use Schedule R-6 to compute deductible con-

" tributions for state purposes. If the contribu-

fions deducted do not exceed the 5% limit,
and if no nonbusiness income or loss is clas-
slified on Side 1, lines 14 through 20, it is not
necessary to complete Schedule R-6.

M Combined Report

A “combined report” is required when two or
more corporations are engaged in a unitary
business, a portion of which is cartied on in
Californla, For detailed Information, get FTB

/

Pub. 1061, Form and Instructions for Corpora-
tions Filing a Combined Report,

Return Requirement: A tax return for each
cofporation subject to the Bank and Gorpora-
tion Tax Law is required, unless an efection
by a unitary group to file a single return is
filed with the Franchise Tax Board. Use
Schedule R-7, Election to File a Unitary Tax-
payers’ Group Return and List of Affiliated
Corporations, to make the election. Failure to
complete all of the items requested in this-
election may result in incorrect processing of
the return,

Liability of Tax: Show the liability for each
electing corporation on Schedule R-7 in the
“total self assessed tax” column. The ilability
of each corporation included in the group
return Is the same as if each member of the
group filed a separate return. Thus, it Is nec-
essary to determine each corporation's share
of the combined report income apportioned to
California, using the factor method prescribed
by Legal Ruling 234 and FTB Notice 90-3.
Each member then applies its own nonbusi-
ness income or loss and lts own net operating
loss (if applicable) to that amount to arrive at
the corporate taxpayer's net income (loss) for
state purposes. in determining the member's
tax fiability, any tax credit authorized by Chap-
ter 3.5 of the Bank and Corporation Tax Law,
the credits may be claimed only the particular
member that is eligible for the credit. Clearly
show the computation of the tax liability for
each member of the group.

Payment of Tax: Any tax required to be paid

with the group single return should be paid by
the key corporation on behalf of its members,

- using the key corporation’s Californla corpora-

tion number, In addttion, if the group has
made an election for the preceding income
year, estimated taxes and payments with
extension of time to file for the income year
should be made by the key corporation on
behalf of the members, using the key corpora-
tion's California corporation number.

Note: if the corporation must pay its' tax liabil-

ity using electronic funds transfer (EFT), all
taxes must be remitted by EFT to avoid
penalties,

In the columns “amount of estimated tax paid
with Form 100-ES,” “amount pald with exten-
slon (FTB 3639)," "amount paid with this

. return” and “total payments” indicate amounts

actually paid by each of the members of the
group filing the single return. If the key corpo-
ration made such payments, enter the amount
on the key corporation’s line.
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