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THE DEPARTMENT OF THE TREASURY

Chief of Staff SECRETARY
| Treasury General for
Ir 1 Tax Administration
Deputg Executive
Chief of Staff Secretary
I T
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i i : . ‘errorism an
International Affairs Domestic Finance Financial Intelligence)
I I
| 1 1 I 1
Assistant Assistant " Assistant i i i i Assistant " Assistant
Assistant General
Secretary Secretary Secretary Secretary Secretary Secretary Secretary Assistant Secretary
" e Secretary J of the Secretary " ! e " Al > Secretary Counsel oy
(International (Legislative (Public Affairs) (Economic United States (Fiscal) (Financial (Financial (Terrorist (Intelligence and (Tax Policy) (Management and
Affairs) Affairs) Policy) Institutions) Markets) Financing) Analysis) Y CFO) I
Deputy Assistant Deputy. t:li;mm Deputy Assistant Doputy Assistant Deputy Assistant Deputy Assistant Deputy. 'A;:;mm Deputy Assistant Deputy Assistant Deputy Assistant Deputy Assistant deputy Chiet Deputy. ::T::‘s(mm Deputy
" i Secretal Secretary Secretary ® " Secretary Secretary eputy Chief L
(International (Africa, the L Secretary Ml | (Macroeconomic ™| (Fiscal Operations | ™ (Financial | (Government (Terrorist Financing I (Intelligence and Secretary Financial g (Human Resources General
Monetary and Middle East and (International) (Public Affairs) ‘Analysis) and Policy) Institutions Financial Jand Financial Crimes) Analysis) (Tax Policy) Officer and Chief Human Counsel
Financial Policy) Asia) v Y) Policy) Policy) 3 Capital Officer)
Deputy Asr Deputy Assistant N B N N N N B
eputy Assistant " Deputy Assistant Deputy Assistant Deputy Assistant Deputy Assistant Deputy Assistant Deputy Assistant Office of Office of Deputy Assistant Deputy Assistant .
Secretal Trade and Secretary Secretary Secretary - Secretary | Secretary L Secretary Foreign L Emergency ] Ps o Deputy Assistant
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o, Socsay ™ | L] sty I e | ooty et Oeetor  H L cersprisamane | | gt || Pcean ™ ] oeeor
Development b " (Banking and Codraley (CIP and Compliance Asset (Security) (Regulatory Affairs) [ | (Chief Information DC Pensions
Inatitatione and Assistance Policy) Finance) oordination) Policy) Forfeiture Officer)
olicy)
Deputy Assistant Director, Deputy Assistant
Secretary bl Community ecretary
(Appropriations Development =1 (Tax Trade and Tariff
and Management) Financial Policy)
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Fund
Office of the Office of . Bureau of Internal Financial Bureau Financial Crimes _ﬁ:gglgg;
Comptroller of] Thrift United States | |Engraving and Revenue Management of the Enforcement Tax and Trade DI_.e_g_aI
the Currency Mint Printing Service Service Public Debt Network Burea ivision

*Unless otherwise indicated, all Bureaus report through the Deputy Secretary
to the Secretary.
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109

The Federal Government Dollar
Fiscal Year 2004

Medicare

Social Insurance Taxes
11.6%

39.0%

Corporate
Income Taxes
10.1%

All Other
Mandatory
13.3%

Medicaid
7.7%

Excise Taxes and
Net Interest

All Other Non-Defense
o Discretionary 7.0%
Individual Income Taxes 19.3%
43.0% ) Defense
Discretionary
19.8%

o A A
> 3 Source: Budget of the US Government Fiscal Year 2006
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Computation of Individual Taxable Income. CCH Master Tax Guide 2005 § 61

GROSS
INCOME

minus

DEDUCTIONS
FROM
GROSS

INCOME

equals

ADJUSTED
GROSS
INCOME

I

minus

ITEMIZED
DEDUCTIONS
OR
STANDARD
DEDUCTION

¥

and minus

EXEMPTIONS

v
equals

TAXABLE
INCOME

Wages, Salaries, Other Compensation (Y 713, 720)
Annuities (T 817-1 845), Pensions (7 718),

Certain Distributions (] 2153)
Dividends Received (T 733)
State and Local Income Tax Refunds (] 799)
Alimony Received (T 771)

Interest Received (T 724), Original Issue Discount (7 1952)

Gross Business Profits (] 759)

Gains on Sales or Exchanges ( 1701)

Commissions, Bonuses, Tips, Fees, Certain Fringe
Benefits (T 713, [ 717)

Rents and Royalties (] 762, T 763)

Prizes and Awards (] 785)

Farm Income (1 767)

Social Security ( 716)

Unemployment Compensation (1 722)

Certain Scholarships and Fellowships (] 879)

Ilegal Gains (] 787)

Trust and Estate Distributions (1 554-1 567)

S Corporation and Partnership Income (Y 309, § 404)

Trade or Business Expenses (901, 1 1006)

Performing Artists’ Expenses (] 941A)

Employee's Reimbursed Expenses (f 942)

Educator Expenses (] 1084)

Losses from Sales or Exchanges (Y 1007)

Expenses of Producing Rental or Royalty
Income (] 1089)

Self-Employed Retirement Plan Contributions
(f2113)

Alimony Paid (] 1008)

Contributions to IRAs (Y 2170)

Interest Forfeited upon Premature Withdrawal
from Time Savings Account (f 1120)

Repayment of Supplemental Unemployment
Compensation Benefits (7 1009)

Jury Duty Pay Given to Employer (] 1010)

Moving Expenses (] 1073)

Health Savings Accounts (] 859A)

Medical Savings Account Contributions (f 860)

Qualified Education Expenses and Student Loan
Interest (1 1082)

MNonbusiness Taxes Paid (] 1021)

Nonbusiness Interest Paid (1 1043-f 1052)
Nonbusiness Casualty or Theft Losses (] 1124, § 1125)
Medical and Dental Expenses (f 1015)

Investor’s Expenses (f 1086)

Unreimbursed Employee Business Expenses (1 941)
Employee Educational Expenses (1 1082)

Charitable Contributions (] 1061)

Taxpayer (1 135)
Spouse (7 135)
Dependents (7 137)

To which rates are applied (% 11-7 25)

Subtracted from amount of tax are the Credit
for Tax Withheld on Wages (T 1372) and, if
applicable, the Credit for the Elderly or the
Disabled (] 1304), the Earned Income Credit (f 1375),
the Credit for Child and Dependent Care Expenses
(Y 1301), the Child Tax Credit (] 1302), Education
Credits (T 1303), and other credits.

Added to the amount of tax are other taxes, including
such items as Seli-Employment Tax (7 2664) and
Alternative Minimum Tax (] 1401)
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PARTIAL LIST OF INCOME TAX EXPENDITURES

RANKED BY TOTAL 2007 PROJECTED REVENUE EFFECT
(in millions of dollars)

Exclusion of employer contributions for medical insurance premiums and medical Care ............covevereneniniernenininns 46,780
Deductibility of mortgage interest on OWNer-0CCUPIEd NOMES .........cureeiiiucineirine st 79,860
Accelerated depreciation of machinery and equipment (normal tax method) 52,230
Capital gains exclusion 0N home SAlES ..........ccccveeeieinninisiseesseieseenns .. 43,900

401(k) plans .....
Employer plans ...........cccc....

Exclusion of net imputed rental income ..
Child credit
Deductibility of charitable contributions, other than education and health
Step-up basis of capital gains at death .........ccccceverencrcnineneen.
Exclusion of interest on public purpose State and local bonds

Deductibility of nonbusiness state and local taxes other than on owner-occupied homes . 27,210
Exclusion of interest on [ife INSUFANCE SAVINGS .......c.vuiiieiiiiisinis st 20,770
Capital gains (except agriculture, timber, iron ore, and coal) . .. 26,760
Social Security benefits for retired workers ..........ccccoeveenee. .. 19,590

Deduction for US production activities ..........ccceererernrnrnrnrnrnnnnns
Deductibility of State and local property tax on owner-occupied homes ...

Deferral of income from controlled foreign corporations (normal tax method) 11,940
KEOGN PIANS ...ttt bbb bbb bbb 10,670

Deductibility Of MEICAI EXPENSES .......c.uviuiviriciririreisiiri e 5,310
Individual Retirement Accounts ........... .
Exclusion of workers’ compensation benefits .....................
Exception from passive loss rules for $25,000 of rental loss .
Expensing of research and experimentation expenditures (normal tax metho
EArned iNCOME T8X CTEUIL ..........uverreireeiiieeric s 5,147
Self-employed medical insurance premiums ..
Credit for low-income housing investments
Social Security benefits for disabled ...................
Deductibility of charitable contributions (education)
Deductibility of charitable contributions (health)
Social Security benefits for dependents and survivors
Graduated corporation income tax rate (normal tax method)

Source: Analytical Perspectives on the Budget of the United States Government, Fiscal Year 2007, Table 19-3.
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Computation of Corporate Taxable Income. CCH Master Tax Guide 2005 Y 62

GR

0SS

INCOME

minus

3

y

DEDUCTIONS
FROM
GROSS

INCOME

SPECIAL
DEDUCTIONS

equals

L4

TAXABLE
INCOME

( Gross Profit;

Gross Sales (] 759), plus

Gross Receipts from Services (] 759), less

Cost of Goods Sold (f 759)
Dividends 100% Includible in Gross Income (1 733)
Interest (Y 724)
Rents and Royalties (f 762, § 763)
Net Gain on Sales or Exchanges ( 1701, { 1703)
Other Income

Compensation of Officers (1 906, { 907)

Salaries and Wages ({ 906)

Repairs (] 903)

Bad Debts (f 1145)

Rents (] 1089)

Taxes (1 920)

Interest (1 937)

Ordinary Losses on Sales or Exchanges (] 1007)

Contributions (] 927-1931)

Amortization, Depreciation and Depletion
(1 1201-1 1298)

Advertising (T 269)

Pension and Profit-Sharing Plans; Employee
Benefit Programs (] 2147, 1 2149)

Other, including Casualty or Theft Losses (Y 1124,
{ 1125) and Research and Experimental Costs (1 979)

Manufacturers’ Deduction (1 245)
Net Operating Loss Deduction (1 1173-7 1138)
Dividends-Received Deduction
(1237, 239
Organizational Expense Amortization, Elective
(1 243)

To which rates are applied (1 219)
And irom total tax there are deducted estimated
tax payments for the year (1 227), any Foreign Tax
Credit (1] 2475), any Credit for Federal Excise
Tax on Gasoline and Special Fuels (Y 1379)
and the Combined General Business Credit (f 1323)
And there is added any tax from recomputing
a Prior Year’s Investment Credit (] 1364) and

any Alternative Minimum Tax on Tax Preferences (] 1401).



“Check-the-box’ Regulations

Reg. 8 301.7701-2(b)

Gives a list of per se corporations. These entities will always be treated as C corps for
federal tax purposes, and check-the-box elections cannot be made with respect to them.
Includes:
e state law corporations (“joint stock company,” “joint stock
association”)
e certain listed foreign entities

Reg. § 301.7701-3

(a) Provides the entity election
(b) Provides default classification rules for entities not electing

Classification Rules for Domestic and Foreign Companies

Domestic
If a per se corporation under Reg. 8 301.7701-2(b), the inquiry is over; no election can be
made.

If not a per se corporation, and the entity has:
e two or more members,
0 default: partnership
0 elect: corporation

e 0one member
0 default: disregarded (also called a “tax nothing”)
0 elect: corporation
Foreign
If a per se corporation under Reg. 8 301.7701-2(b), the inquiry is over; no election can be
made.

If not a per se corporation, and the entity is has:
e two or more members, and

o All members have limited liability
= default: corporation
= elect: partnership

0 One or more has unlimited liability
= default: partnership
= elect: corporation

e one member with unlimited liability
0 default: disregarded
0 elect: corporation
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o 8832

(Rev. January 2006) Entity Classification Election OMB No. 15451516

Department of the Treasury
Internal Revenue Service

Name of entity

EIN »

Type Number, street, and room or suite no. If a P.O. box, see instructions.
or

Print

City or town, state, and ZIP code. If a foreign address, enter city, province or state, postal code and country.

1 Type of election (see instructions):
a [ Initial classification by a newly-formed entity.
b [] Change in current classification.
2 Form of entity (see instructions):
a [] A domestic eligible entity electing to be classified as an association taxable as a corporation.
b [] A domestic eligible entity electing to be classified as a partnership.
¢ [ A domestic eligible entity with a single owner electing to be disregarded as a separate entity.
d [] A foreign eligible entity electing to be classified as an association taxable as a corporation.
e [ A foreign eligible entity electing to be classified as a partnership.

f [ A foreign eligible entity with a single owner electing to be disregarded as a separate entity.

3 Disregarded entity information (see instructions):

a Name of owner B> .
b Identifying number of owner B>
c Country of organization of entity electing to be disregarded (if foreign) » ...

4 Election is to be effective beginning (month, day, year) (see instructions) . . . . . . . . . . .»__ [ [

5 Name and title of person whom the IRS may call for more information 6 That person’s telephone number

( )
Consent Statement and Signature(s) (see instructions)

Under penalties of perjury, | (we) declare that | (we) consent to the election of the above-named entity to be classified as indicated
above, and that | (we) have examined this consent statement, and to the best of my (our) knowledge and belief, it is true, correct,
and complete. If | am an officer, manager, or member signing for all members of the entity, | further declare that | am authorized to
execute this consent statement on their behalf.

Signature(s) Date Title

Page9of 10
For Paperwork Reduction Act Notice, see page 4. Cat. No. 22598R Form 8832 (Rev. 1-2006)



Federal, State, and Local Government Revenues by Source, 2002

{in thousands of dollars)

Federal mtate Local
government fovernrent governrent
amount amount amount’
Taxes 1.853,173,000 535,241,161 369,730,209
Froperty 9702385  2B9 419 295
males and gross receipts 2B2 360 B13 b1 b7 232
General sales 179 BRS 257 43 321 430
melective sales f excise bk 989 000 02 BY5 356 15 357 ol
Individual incorme 8958 345 000 185 B596 573 17 161 5R1
Corporate income 145 044 000 25 123 137 3028 725
Moaotor vehicle license 15 41 24F 1302 673
oocial Insurance /
FHetirement F00 ,7B0 000
Other taxes 79 035 000 16 567 351 17 107 874
Other revenue 191 B41 036 227 B28 817
Miscellaneous general
FEVENLE 91 830 265 £4 247 072
Litility revenue 11 935 400 S0 386 951
Ligquor store revenue 4 287 odb 77 201
Insurance trust revenue 19 300 945 -3,890 918

1 Duplicative intergovernmental transactions are excluded.

mtate and Local Source:
LI=. Census Bureau, Census of Governments 2002

Federal Government =ource:
Office of Management and Budget: Budget of the Us Government, Fiscal Year 2004,
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4 - 309%

State Individual Income Taxes




Comparison of State and Local Retail Sales Taxes

July 2004
Food Items [1] Maximum Maximum
Taxable (T) State Local State/Local
Exempt (E) Rate Rate [2] Rate [2]
Alabama T 4.00 7.00 11.00
Alaska T 7.00 [3] 7.00
Arizona E 5.60 4.50 10.10
Arkansas T 6.00 5.50 11.50
California E 6.25 2.65 8.90
Colorado E 2.90 7.00 9.90
Connecticut E 6.00 6.00
District of Columbia E 5.75 5.75
Florida E 6.00 1.50 7.50
Georgia E 4.00 3.00 7.00
Hawaii T 4.00 4.00
Idaho T* 6.00 3.00 9.00
lllinois T** 6.25 3.00 9.25
Indiana E 6.00 6.00
lowa E 5.00 2.00 7.00
Kansas T 5.30 3.00 8.30
Kentucky E 6.00 6.00
Louisiana E [4] 4.00 6.25 10.25
Maine E 5.00 5.00
Maryland E 5.00 5.00
Massachusetts E 5.00 5.00
Michigan E 6.00 6.00
Minnesota E 6.50 1.00 7.50
Mississippi T 7.00 0.25 7.25
Missouri T ** 4.225 4.5 8.725
Nebraska E 5.50 1.50 7.00
Nevada E 6.50 1.00 7.50
New Jersey E 6.00 6.00
New Mexico T 5.00 2.25 7.25
New York E 4.25 4.50 8.75
North Carolina E [4] 4.50 3.00 7.50
North Dakota E 5.00 2.50 7.50
Ohio E 6.00 2.00 8.00
Oklahoma T 4.50 6.00 10.50
Pennsylvania E 6.00 1.00 7.00
Rhode Island E 7.00 7.00
South Carolina T 5.00 2.00 7.00
South Dakota T* 4.00 2.00 6.00
Tennessee T ** 7.00 2.75 9.75
Texas E 6.25 2.00 8.25
Utah T 4.75 2.25 7.00
Vermont E 6.00 1.00 7.00
Virginia T** 4.00 1.00 5.00
Washington E 6.50 2.40 8.90
West Virginia T 6.00 6.00
Wisconsin E 5.00 0.60 5.60
Wyoming T 4.00 2.00 6.00

[1] Food purchased for consumption off-premises.

[2] Highest local rate known to be actually levied by at least one jurisdiction. Includes local taxes for general
purposes and those earmarked for specific purposes (e.g. transit). Taxes applying only to specified sales
(e.g. lodging or meals) are excluded.

[3] Alaskan cities and boroughs may levy local sales taxes from 1% to 6%.

[4] Food exempt from state tax, but subject to local taxes.

* Income tax credit allowed to offset sales tax on food.

** Food taxed at lower rate.

Source: Compiled by the Washington Department of Revenue from various sources.
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RANGE OF STATE CORPORATE INCOME TAX

RATES
(For tax year 2006 -- as of January 1, 2006)
4 of Federal
State Tax Rates Tax Brackets Bank Tax Rates Tax
Brackets .
Deductible
ALABAMA 6.5 ----Flat Rate---- 1 6.5 *
ALASKA 1.0-9.4 10,000 90,000 10 1.0-9.4
ARIZONA 6.968 (b) ----Flat Rate---- 1 6.968
ARKANSAS 1.0-6.5 3,000 100,000 6 1.0-65
CALIFORNIA 8.84 (c) ----Flat Rate---- 1 10.84 (c)
COLORADO 4.63 ----Flat Rate---- 1 4.63
CONNECTICUT 7.5 (d) ----Flat Rate---- 1 7.5 (d)
DELAWARE 8.7 ----Flat Rate---- 1 8.7-1.7 (€)
FLORIDA 5.5 (f) ----Flat Rate---- 1 5.5 (f)
GEORGIA 6.0 ----Flat Rate---- 1 6.0
HAWAII 44-6.4(g) 25,000 100,000 3 7.92 (g)
IDAHO 7.6 (h) ----Flat Rate---- 1 7.6 (h)
ILLINOIS 7.3 () ----Flat Rate---- 1 7.3 (i)
INDIANA 8.5 ----Flat Rate---- 1 8.5
IOWA 6.0-12.0 25,000 250,000 4 5.0 * (K)
KANSAS 4.0 ()) ----Flat Rate---- 1 2.25(l)
KENTUCKY 4.0-7.0 (m) 50,000 100,000 3 - (a)
LOUISIANA 4.0-8.0 25,000 200,000 5 - (a) *
MAINE 3.5-8.93 (n) 25,000 250,000 4 1.0
MARYLAND 7.0 ----Flat Rate---- 1 7.0
MASSACHUSETTS 9.5 (0) ----Flat Rate---- 1 10.5 (0)
MINNESOTA 9.8 (p) ----Flat Rate---- 1 9.8 (p)
MISSISSIPPI 3.0-50 5,000 10,000 3 3.0-5.0
MISSOURI 6.25 ----Flat Rate---- 1 7.0 * (K)
MONTANA 6.75 (q) ----Flat Rate---- 1 6.75 (q)
NEBRASKA 5.58-7.81 50,000 2 - (a)
NEW HAMPSHIRE 8.5 (1) ----Flat Rate---- 1 8.5 (1)
NEW JERSEY 9.0 (s) ----Flat Rate---- 1 9 (s)
NEW MEXICO 4.8-7.6 500,000 1 million 3 48-76
NEW YORK 7.5 (t) ----Flat Rate---- 1 7.5 (t)
NORTH CAROLINA 6.9 (u) ----Flat Rate---- 1 6.9 u)
NORTH DAKOTA 26-7.0 3,000 30,000 5 7 (b) *
OHIO 5.1-8.5 (V) 50,000 2 = (V)
OKLAHOMA 6.0 ----Flat Rate---- 1 6.0
OREGON 6.6 (b) ----Flat Rate---- 1 6.6 (b)
PENNSYLVANIA 9.99 ----Flat Rate---- 1 - (a)
RHODE ISLAND 9.0 (b) ----Flat Rate---- 1 9.0 (W)
SOUTH CAROLINA 5.0 ----Flat Rate---- 1 4.5 (x)
SOUTH DAKOTA 6.0-0.25% (b)
TENNESSEE 6.5 ----Flat Rate---- 1 6.5
UTAH 5.0 (b) ----Flat Rate---- 5.0 (b)
VERMONT 7.0-9.75 (b) 10,000 250,000 4 7.0-9.75 (b)
VIRGINIA 6.0 ----Flat Rate---- 1 6.0 (y)
WEST VIRGINIA 9.0 ----Flat Rate---- 1 9.0
WISCONSIN 7.9 ----Flat Rate---- 1 7.9
DIST. OF COLUMBIA 9.975 (2) ----Flat Rate---- 9.975 (2)
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Source: Compiled by FTA from various sources

Note: Michigan imposes a single business tax (sometimes described as a business activities tax or value added
tax) of 1.9% on the sum of federal taxable income of the business, compensation paid to employees, dividends,
interest, royalties paid and other items. Similarly, Texas imposes a franchise tax of 4.5% of earned surplus or 2.5
mills of net worth. Nevada, Washington, and Wyoming do not have state corporate income taxes.

(a) Rates listed include the corporate tax rate applied to financial institutions or excise taxes based on income.
Some states have other taxes based upon the value of deposits or shares.

(b) Minimum tax is $50 in Arizona, $50 in North Dakota (banks), $10 in Oregon, $250 in Rhode Island, $500 per
location in South Dakota (banks), $100 in Utah, $250 in Vermont.

(c) Minimum tax is $800. The tax rate on S-Corporations is 1.5% (3.5% for banks).

(d) Or 3.1 mills per dollar of capital stock and surplus (maximum tax $1 million) or $250. A 25% surcharge
applies to corporations with liability greater than $250.

(e) The marginal rate decreases over 4 brackets ranging from $20 to $650 million in taxable income. Building
and loan associations are taxed at a flat 8.7%.

(f) Or 3.3% Alternative Minimum Tax. An exemption of $5,000 is allowed.

(g) Capital gains are taxed at 4%. There is also an alternative tax of 0.5% of gross annual sales.

(h) Minimum tax is $20. An additional tax of $10 is imposed on each return.

(i) Includes a 2.5% personal property replacement tax.

(k) Fifty percent of the federal income tax is deductible.

() Plus a surtax of 3.35% (2.125% for banks) taxable income in excess of $50,000 ($25,000).

(m) Minimum tax of $175. Or, the alternative minimum tax equal to 0.095% of gross sales in the state or 0.75%
of state gross profits.

(n) Or the Maine Alternative Minimum Tax.

(o) Rate includes a 14% surtax, as does the following: an additional tax of $7.00 per $1,000 on taxable tangible
property (or net worth allocable to state, for intangible property corporations); minimum tax of $456.

(p) Plus a 5.8% tax on any Alternative Minimum Taxable Income over the base tax.

(9) A 7% tax on taxpayers using water's edge combination. Minimum tax is $50.

(r) Plus a 0.50 percent tax on the enterprise base (total compensation, interest and dividends paid). Business
profits tax imposed on both corporations and unincorporated associations.

(s) The rate reported in the table is the corporation business franchise tax rate. The minimum tax is $500. An
Alternative Minimum Assessment based on Gross Receipts applies if greater than corporate franchise tax.
Corporations not subject to the franchise tax are subject to a 7.25% income tax. Banking and financial
corporations are subject to the franchise tax. Corporations with net income under $100,000 are taxed at 6.5%.
The tax on S corporations is being phased out through 2007. The tax rate on a New Jersey S corporation that
has entire net income not subject to federal corporate income tax in excess of $100,000 will remain at 1.33% for
privilege periods ending on or before June 30, 2006. The rate will be 0.67% for privilege periods ending on or
after July 1, 2006, but on or before June 30, 2007; and there will be no tax imposed for privilege periods ending
on or after July 1, 2007. The tax on S corporation with entire net income not subject to federal corporate income
tax of $100,00 or less is eliminated for privilege periods ending on or after July 1, 2007.

(t) Or 1.78 mills per dollar of capital (up to $350,000); or a 2.5% alternative minimum tax; or a minimum tax of
$10,000 to $100 depending on payroll size; if any of these is greater than the tax computed on net income.
Small corporations with income under $290,000 are subject to lower rates of tax on net income. An additional tax
of 0.9 mills per dollar of subsidiary capital is imposed on corporations. For banks, the alternative bases of tax are
3% of alternative net income; or up to 1/50th mill of taxable assets; or a minimum tax of $250.

(u) Financial institutions are also subject to a tax equal to $30 per one million in assets.

(v) Rates shown are for the Franchise tax, which is being phased out through 2010 and replaced with the CAT.
Current rates apply to 80% of the liability, or 80% of 4 mills time the value of the taxpayer's issued and
outstanding share of stock with a maximum payment of $150,000; or $50 to $1,000 minimum tax, depending on
worldwide gross receipts. The Commercial Activity Tax (CAT) equals $150 for gross receipts between $150,000
and $1 million, plus 0.26% of gross receipts over $1 million. The CAT applies to 23% of receipts through March
31, and 40% for the remainder of the year. Banks will pay the Franchise tax. An additional litter tax is imposed
equal to 0.11% on the first $50,000 of taxable income, 0.22% on income over $50,000; or 0.14 mills on net
worth.

(w) For banks, the alternative tax is $2.50 per $10,000 of capital stock ($100 minimum).

(X) Savings and Loans are taxed at a 6% rate.

(y) State and national banks subject to the state's franchise tax on net capital is exempt from the income tax.
(z) Minimum tax is $100. Includes surtax.



Geographic Boundaries

of United States Courts of Appeals and United States District Courts

o
(weram WA
‘.- Eastarn
OR M
ID
} Exstem
- WY
{

uT
4 - co

NM

Page 15 of 16

ND
MN

W Voot
SD W!.‘: .: Northern MA
: i E:: ha-!.Emmern NY RI
Northern i ‘.: it .
) . vest [AL b, Northern e : 4 T
% huﬂ:rf; S Northetn| Northern PA :.: *
7 rmeesdoer @l AV i NJ
f Central I Southem
KS -T“; o, 1= southem ‘}Nﬁth” =: DE
M?; 2 Ahem . uthern. VA:'f""’ MD
‘..L Wastemn K‘%m m 4
"‘-.""":"" 7 : ] Mlddle.::Easba'n iiddle | DC
OK :L.'“ -...--- Eastem !t!r':rf. T.N""' Mm'._!\_l.c:‘:m FED
‘..-'.' Easterm "-AR C %
Northem ':.3- Northern | Narthem e .-: SC

- s =3 ““Ms- _.;'59!1:"': ...GA _‘:'.

 Middle | Middle {south

PR

1
1
1
¢ TX- 0, Bastem “ i -
hwl =Y AT LA Southern therh J 1 Vi
*s ] - ] }
' -d aedel ' 1 Cb
feeald £ il Narthern )
Western s ‘.:.—
Eastern =
- FL
--.. £
ey Middle
'
Southern E-§-9-
L%



Page 16 of 16

STATE APPORTIONMENT OF CORPORATE
INCOME

(Formulas for tax year 2006 -- as of January 1, 2006)

ALABAMA * 3 Factor NEBRASKA Sales
ALASKA * 3 Factor NEVADA No State Income Tax
ARIZONA * (2) Double wtd. sales NEW HAMPSHIRE Double wtd. Sales
ARKANSAS * Double wtd. sales NEW JERSEY (1) Double wtd. Sales
CALIFORNIA * Double wtd. sales NEW MEXICO * Double wtd. sales
COLORADO * 3 Factor/Sales & Property NEW YORK (3) 60% Sales, 20% Property
CONNECTICUT Double wtd. sales/Sales & Payroll
DELAWARE 3 Factor NORTH CAROLINA * Double wtd. sales
FLORIDA Double wtd. sales NORTH DAKOTA * 3 Factor
GEORGIA (3) 80% Sales, 10% Property OHIO * 609% Sales, 20% Property
& Payroll & Payroll
HAWAII * 3 Factor OKLAHOMA 3 Factor
IDAHO * Double wtd. sales OREGON * Sales
ILLINOIS * Sales PENNSYLVANIA * Triple wtd. sales
INDIANA Double wtd. sales RHODE ISLAND Double wtd sales
IOWA Sales SOUTH CAROLINA Double wtd. sales/Sales
KANSAS * 3 Factor SOUTH DAKOTA No State Income Tax
KENTUCKY * Sales TENNESSEE * Double wtd. sales
LOUISIANA Double wtd. sales TEXAS Sales
MAINE * Double wtd. sales UTAH * 3 Factor/Double wtd. sales
MARYLAND Double wtd. sales/Sales VERMONT Double wtd. sales
MASSACHUSETTS Double wtd. sales/Sales VIRGINIA Double wtd. sales
MICHIGAN 90% Sales, 5% Property WASHINGTON No State Income Tax
& Payroll WEST VIRGINIA * Double wtd. sales
MINNESOTA (3) 75% Sales,12.5% Property, | WISCONSIN * (3) 60% Sales, 20% Property
and 12.5% Payroll & Payroll
MISSISSIPPI Accounting/3 Factor WYOMING No State Income Tax
MISSOURI * 3 Factor/sales DIST. OF COLUMBIA 3 Factor
MONTANA * 3 Factor

Source: Compiled by FTA from various sources.

Note: The formulas listed are for general manufacturing businesses. Some industries have special formula
different than those reported.

* State has adopted substantial portions of the UDITPA.

(1) A 3-factor formula is used for corporations not subject to the corporation business franchise tax.

(2) For tax years beginning in 2007, formula changes to 60% Sales and 20% Property and Payroll.

(3) State is phasing in a single sales factor. Weightings will change each year until 100% sales factor in 2008 for
Georga, New York and Wisconsin, and 2013 in Minnesota.
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