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Questions You Should Be Able to Answer by the End of the Course
1. What policy reasons justify a state income tax?

2. What structural elements of a corporate state income tax support a benefits approach to taxation?

3. What income may a state tax of a multistate income?  What is the justification?
 What guidelines must the state operate within in taxing income of a multistate business?

4. What do the following terms relevant to state taxation of business income mean: nexus, sourcing, apportionment, allocation, separate reporting, unitary/combined reporting, and unitary.
5. What do the due process and commerce clauses provide and how are they relevant in determining if a state has authority to tax a taxpayer?
6. Why did Congress enact PL 86-272 and what does it provide? When doesn’t PL 86-272 apply?
7. What is economic nexus?

8. What is factor presence nexus?

9. How does nexus for sales tax differ from nexus for income tax?

10. Why might a corporation want to avoid having nexus in a state? Why might a corporation want to have nexus in a state?

11. What is the purpose and some of the basic elements of UDITPA?

12. How do the payroll, property and sales factors work, in general (what are basic rules for determining what does into numerator and denominator; UDITPA sourcing of sales, rented property at 8x rent, etc.)?

13. Why have several states moved from 3 factor equally weighted apportionment to placing greater weight on the sales factor? What are some reasons why anyone might oppose a single sales factor?
14. How do the Joyce and Finnegan rules for calculating the numerator of the sales factor work and differ?

15. What are the key approached by states in sourcing sales of services for purposes of measuring the sales factor numerator? Why might one approach be favored over another?

16. What do throwback and throwout mean and why would a state use either?

17. What is “nowhere” income and how does it come to exist?

18. What are the differences between separate reporting and combined reporting?

19. Why do some states use unitary/combined reporting?

20. What are some of the key factors to look for in determining if two divisions or businesses are unitary?

21. What are the basic steps in separate reporting?
22. What are the basic steps in combined reporting? 
23. How is a foreign entity treated in a unitary/combined reporting state?

24. When might a foreign entity be subject to a state’s income tax?

25. What reporting approach is used in California for the corporate income tax?

26. What does intrastate apportionment mean and what is its purpose?

27. What are some common state-federal income tax adjustments for businesses?

28. What is the basic framework for distinguishing business income from non-business income and what difference does this categorization make?
29. What are some of the challenges that exist for multistate businesses when states use different weighting of apportionment factors and sourcing approaches?

30. What is the difference between the California income tax and the California franchise tax?

31. What are the top income tax rates in California for individuals and corporations? How much is the minimum tax?

32. What is the Multistate Tax Commission?
33. Why hasn’t Congress updated or broadened PL 86-272 in over 50 years?

34. Why are more states moving from separate reporting to combined reporting?  What other techniques are some separate reporting states using to address concerns they have with aggressive tax planning?

35. Why might some states, such as Ohio, replaced their corporate income tax with a gross receipts tax?

36. What are some of the common tax incentives states offer through their state income tax?

37. What are some of the measures states use to better ensure that tax incentives are used for the intended purpose?

38. Why might New York (and perhaps other states) tax all of the wages of an employee who is only in the state for part of the year?

39. What is a composite return?

40. What are the basics on how California taxes S corporations and LLCs?

41. Why might a state offer an amnesty program and what cautions should a taxpayer exercise in considering using (or not using ) an amnesty program?

42. What are good sources of state income tax information?

� Recall a common statement of the US Supreme Court, such as in Wisconsin v. JC Penney, 311 US 435, 444 (1940): “State’s power to tax an individual’s or corporation’s activities is justified by the ‘protection, opportunities and benefits’ the State confers on those activities.”





