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State Income Taxation
Bus 225F
Professor Nellen
Summer 2011
Research Questions

1.  [12 Points; DUE 7/7]  Wistern Corporation manufacturers widgets. It is incorporated in Delaware and its main operations are in California. It also has a warehouse in Oklahoma and Virginia. Its sales staff are primarily located in California and occasionally travel to Nevada, Michigan and Indiana where Abby's largest customers are located. All sales orders are approved in California and shipped from California, Oklahoma or Virginia. 
a. Where does Abby have income tax nexus? Explain your answer with reference to appropriate law(s).

b. How would your answer change if instead of selling widgets, Wistern provided web-based services to customers?

2. [12 points; DUE 7/7] In 2011, each of the following independent corporations has sales to California customers of $1,600,000. State whether the entity will owe income tax in California and explain your answer.

a. Angel Corporation is domiciled in Colorado and has no employees or property in California. Angel sells flash drives.

b. Bart Corporation is domiciled in New Mexico and has no property or employees in California. Bart provides management consulting services.

3. [18 points; DUE 7/21] Answer the following questions about California taxes:
a. Abigail is single and lives in New Mexico. In March 2010, she took a leave of absence for the opportunity to work for Media Experts Company for 12 weeks to help produce a documentary they were filming in California. In 2010, she earned $60,000 from her New Mexico job and $30,000 from her California job. Does Abigail need to file a 2010 California return?  Briefly explain your answer including how much income, if any, is taxable in California.

b. What are the filing status options and any special reporting obligations in California for Registered Domestic Partners Anne and Amy who have no children?
c. Joan retired from teaching 2nd grade in California last year and moved to Florida. She is single and will live off of her California pension, Social Security and the fact that there is no income tax in Florida. Will she be required to file a non-resident income tax return in California to report her pension income (and pay tax on it)?  Yes or no and explain.

4. [16 points; DUE 7/21]  Compare California to another state:  Select a state of interest to you that has an income tax. Complete the following chart:

	
	California
	[your state]

	Due date for personal income tax return
	
	

	Extended due date
	
	

	Starting point for measuring personal income tax
	
	

	Due date for corporate income tax return
	
	

	Extended due date
	
	

	Starting point for measuring corporate income tax
	
	

	Is federal conformity automatic?
	
	

	Treatment of NOLs for businesses
	
	

	Apportionment formula
	
	

	Throwback rule?
	
	

	Member MTC?
	
	


5. * [20 points; DUE 7/28]  Unitary and apportionment – Angie Corporation is the parent company to Bonner Corporation. Angie manufacturers potato chips. Bonner operates a potato farm.  About 20% of the production at Bonner is sold to Angie. Angie and Bonner each have their own management, employees, marketing plans, trademarks, etc. The CEO of Angie is involved in strategic decisions for Bonner. Income and apportionment data for these entities follow for 2010:

   Business Income:  Angie $8,700

Bonner $5,400



Aptos has nexus in States X and Z



Bonner has nexus in State Z only

	
	State X
	State Y
	State Z

	Angie Sales (all originate from State X)
	$19,400
	$5,500
	$3,700

	Angie Property
	$60,000
	0
	0

	Angie Payroll
	$8,000
	0
	$1,000

	Bonner Sales (all originate in State Z)
	$4,000
	$2,500
	$1,200

	Bonner Property
	0
	0
	$26,000

	Bonner Payroll
	0
	0
	$5,300


To Do:
a) Assume State X is a separate reporting state with a throwback rule and equal weighting of apportionment factors. Calculate the apportioned business income for Angie for State X. Show your work.
b) How would your answer to (a) change if Angie and Bonner were service providers and each state followed UDITPA and economic nexus? 

c) Assume that State Z is a combined/unitary reporting state. Are Angie and Bonner unitary?  Explain.

d) Compute the apportioned business income to State Z, a Joyce state with a throwback rule, for either Angie and Bonner separately, OR combined if you concluded in (c) that they are a unitary group.  State Z equally weights the apportionment factors.

6. * [12 points; DUE 8/11]  - How do you think P.L. 86-272 should be modified?  If you don't think it should be changed, explain why. You might want to consider H.R. 1439 which is the current proposal to modify it (http://www.cob.sjsu.edu/nellen_a/TaxReform/PL86-272-50thAnniversary.htm#Congressional).   Be sure to first state your position and then explain it using concepts we discussed in class.  1 – 2 typed pages.   







