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Dear Mr. Dunhams

December 17,

1965

Re H. R.- 11798, has NCCUSL given any thought to the possi-
bility of one of its members or officials presenting testimony before the
Special Subcommittee at the hearings commencing January 26, specifically
in respect to the advantages of the NCCUSL Division of Income Act over the
method proposed in the bill; and also with respect to state adoption of
the NCCUSL Act, present and anticipated?

Charles F. Conlon
Executive Secretary

A constituent arganization of the Federation of Tax Administrotors interested in odvancing stondards and improving methods of tox administration
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Dear Mr. Dunham:

December 15, 1965

on

Here is a copy of a letter which touches on the point I

mentioned briefly to you in the course of our conversation at the NCCUSL

meeting. If you have any observations, they would be welcomed,

Copy to:

Mr. William J. Pierce

Sincerely,,

Ctenn. P+ Al~

Charles F. Conlon
Executive Secretary

A constituent organization of the Federation of Tax Administrators interested in advancing standards and improving methods of tax administration
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Dear Mitch:

December 15, 1965

There is one point about H. R. 11798 on which I meant to
write you a couple of weeks ago but it slipped my mind. It is in
connection with the procedure for the settlement of interstate tax
disputes. The bill provides that if notice of an interstate tax . '
dispute is given by the taxpayer, the other states in which he has
some liability are given notice and an opportunity to appear 'in

the forum state. Whether or not they do so,

the bill gives the

judgment of the forum full faith and credit in any other proceeding

anywhere involving the same taxpayer.
submit to the jurisdiction of another state,

If a state does not wish to

it may remove the pro-

ceeding to a Federal administrative board to be created within the
Treasury Department. The board then decides the apportionment
question as between the taxpayer and each state involved, although
in this proceeding the taxpayer is no longer a party. '

The question is the validity of the procedure whereby the
determination of the tax due by taxpayer Y to State B is decided in
a proceeding in State A or before a Federal administrative board.

To sharpen the question,

assume this is a two-state business so that

the determination by State A that it is entitled to 75% of the
income automatically 1limits the apportionment of the other state to

25%.

A constituent organization of the Federation of Tox Administrators interested in odvancing standards and improving methods of tax administration




Mr. Mitchell Wendell (2)
December 15, 1965

It seems to me that if the bill merely laid down a Feder-
al apportionment standard but no procedures for the determination
of disputes, then a proceeding of the first type--an attempt by
State A to determine in its own courts the taxpayer's liability to
both itself and to State B--would run into the same difficulty as
Pennsylvania did in Western Union v. Pennsylvania, 368 .U.S. 71,
namely, a lack of jurisdiction in State A to make such a determi-
nation. Now, the addition of a full faith requirement by Congress
doesn't remedy the basic jurisdictional defect, so essentially
the difficulty still remains. The same objection arises if the
proceeding is transferred to the Federal apportionment board. If
a state court doesn't have jurisdiction in a case like this, as-
suming Western Union v. Pennsylvania applies, then Congress
cannot give a Federal board jurisdiction to decide this controversy
involving states. I concede that Congress could give the district
courts jurisdiction over such controversies but it has not done
so here. Actually, under the present statute (28 U.S.C. 1251(a)
Congress has given the Supreme Court exclusive jurisdiction in
addition to its Article III grant of original jurisdiction in
cases involving controversies between states.

I have discussed this procedure with several lawyers and
all are quite skeptical about the validity of this part of H. R.
11798 but none has really worked the matter out.

I'd like very much to have your reactions.

Sincéfgi%,
e o

, Charles F. Conlon
CFC/dg Executive Secretary

LW
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Dear Mr. Dunhams

December

10, 1965

This is in reference to your letter of October 19 and the copy of
the letter of October 15 to you from Robert E. Nelson which was enclosed.

I had an opportunity to talk with some industry tax representatives
as well as state tax administrators during the National Tax Association meeting
held in New Orleans in November. Most of those with whom I discussed the matter
were strongly of opinion that NCCUSL would be well advised not to complicate
its project of drafting legislation on uniformity of signature of corporate tax
forms with the various points relating to the design of forms which Mr. Nelson

mentioned.

We have made considerable progress in drafting a combined federal-
state W-2 Form which I think in the next year or so will be widely accepted by
state tax departments. We have in mind trying to do the same thing with
Form 1099 later on. It is possible that some of the income tax administrators
in the Association would be interested in looking into the points which Mr.
Nelson raises. I shall sound them out and 1et'91m know what the reaction is.

Copy to:

'Mr. Robert E. Nelson
Attorney at Law
Green Bay, Wisconsin 54301

Sitcerely,

Charles F. Conlon

Executive Secretary

A constitvent organizatian of the Federation of Tox Administrators interested in advancing stondords and improving methods of tax administration







