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APRIL 15, 1991
CGRPORATION NET TNCOME TAX

§ 110-24-1. General.

1.1 Scope. - Thase legisiative regulations are intended tc explain and
clarify the West Virginia Corporation Net Income Tax as set forth in W. Va. Code
§ 11-24-1 et seq. This rule repeals and replaces all prior Corporation Net

Inceme Tax regulations.

1.2 Authority. - These Tegislative regulations are issued under authority
of W. Va. Code 8§ 29A-3-1 et seq. and W. Va. Code & 11-10-5,

1.3 Filing date. - -April 15, 1582.
1.4 Effective date. - April 15, 1992.

§ 110-24-2. Introductory Statement. - The West Virginia Corporation Net
Income Tax became effective July 1, 1867, and is a conformity tax in that it
utilizes federal taxable income as a starting point to determine West Virginia
taxable fTncome and in that 1t adopts federal definitions wherever possible.
Although the West Virginia Corporation Net Income Tax js not a unitary tax, it
does, in many aspects resembie a modified waters edge unitary tax, with a
throwout rather than a throwback rule.

A throwout rule eliminates “from the denominator of the sales factor ail
destination sales to those states. in which the taxpayer transacts ne business,
sales to thesae states where no business s subject to a corpeoration income tax,
or whare the destination state Jacks jurisdicticn to impose a corporation net
income tax, irrespective of whether such state does or does not impose such tax.
The West Virginia Corporation Net Income Tax recently switched from a throwback
rule to a throwout rule.

West Virginfa's Jjurisdiction to impose the Corporation Net Income Tax has
been somewhat limited by Public Law 88-272 [15 USC & 381 1z]1. Under Public Law
86-272, certain activities by a corporation in this State are exempt from net
income taxation. These activities include: activity in the State by smployses
soliciting orders where the employees have no authority to accept the orders;
activities by employees displaying or promoting goods in this State without
soliciting or taking orders; solfcitation _ activities by nonemployze

representatives conducted through an office or other business location in this

State; and mere delivery of goods in this State by cocmpany-operated vehicles.
These activities are protectad regardless of how Trequently they occur.

The overall schams of the West Virginia Corporation Net Income Tax is

predicated upon a corporation’s federal taxable income. The Corporation Net
Income " Tax begins with federal taxable income, and makes certain increasing or
decreasing adjustments, or both, as applicable. A West Virginia corporation
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transacting businsss only in West Virginia will have cbtained West Virginia
taxable income at this point. A corporaticon transacting business partially
within this State and partially outside this State must take a further step to
arrive at West Virginia taxable income: allocation and apportionment.

After adjusting, allocating and apportioning federal taxable income to
obtain West Virginia taxable income, a tentative tax 1iability is computed.
Various tax credits are applied to this to determine ultimate tax Tiability.

§ 110-24-3. Definitions.

3.1 Meaning of terms - general rule. - Any term used in West Virginia Code
§ 11-24-1 et seq., and in these regulations have the same meaning as when used
in a comparable context in the laws of the United States of America, as those
laws relate to Tederal dncome taxation, unless a different meaning is clearly
required by the context or by specific definition in article twenty-four, or in
these regulations.

3.1.1 Any reference in ariicle twenty-four, and in these
regulations, %o the Tlaws of the United States means the provisions of the
Internal Revenue Code, as amended, and such other provisions of the laws of the
United States of America as those laws relate to the determination of income for
federal income tax purposes. Refer fo W. Va. Code § 11-24-3 for the most recent
updating of terms used in article twenty-four.

3.1.2 The term "Internal Revenue Code" means the Internal Revenue
Code of the United States of America as enactad and amended from time to time by
the Congress of these United. States and signed intc law by the President of
these United States, or that otherwise becomes law.

3.1.2.1 . Example. ~ If on September 18, 1988, the United States
Congress enacts a statutory provision making religious groups subject to the
federal income tax, the law will have no effect on the West Virginia Corporation
Net Income Tax for the 1988 %tax year, or subsegquent tax years, until such time
as the West Virginia Legislature enacts a law updating the terms used in the
West Virginia Corporation Net Income Tax to have the same meaning as those used
in the Internzl Revenue Code through the first day of January, 1989. h

§ 110-24-3a. Specific Terms Defined. - For purposes of these regulations and
for the purposes of the West Virginia Corporation Net Incoms Tax: o

3a.1 The term Ybusiness income" means income arising from transactions
and activity in the regular course of a taxpayer's trade or business and
includes income from tangible and intangible property if the acquisition,
management and disposition of the property or the rendering of services in
connection therewith constitute integral parts of the taxpayer's regular trade
or business opesrations.

3a.1.1 Example. ~ Alpha Corporation is in the cable television
business. In %ax year 1989, Aipha Corporation liquidates one of  iis
subsidiaries. Any income vrecognized for federal income tax purposes that
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results solely from the liguidation of the subsidiary will not be business
income, :

3a.2 The term "commercial domicile" means the principal place from
which the trade _or business of the taxpayer is directed or managed: Provided,
That the commercial domicile of a financial organization, which is subject te
regulation as such, shall be at the place designated as its principal office
with its regulating authority. '

33.3 The term "compensation” means wages, salarfes, commissions and
any other form of remuneration paid to employees for personal services unless
excluded from such employees' taxable incoms under the Internal Revenue Code,
such as, certain fringe benefits.

3a.4 The term "corporation" dincludes a Joint-stoeck company and any
association or other organization which is taxable as a corperation under
federal income tax law.

3a.5 The term "delegate,” as used in the phrase "or his delegate,”
when used in reference to the Tax Commissioner, means any officer or employee of
the State Tax Department duly authorized by the Tax Commissioner directly, or
indirectly by cne cor more redelegations of authority, to perform the functions
mentioned or described in W. Va. Code § 11-24-1 et seq. or in these regulations.

3a.6 The term "domestic corporation” means any corporation organized
under %he laws of the State of West Virginia, or chartered by the Secretary of
State of West Virginia, and certain corporations organized or incerporated under
the laws of the State of Virginia if, but only 1f, such corporations were
chartered or organized under the laws of Virginia pricr to the iwentieth day of
June, one thousand eight hundred sixty-three.  Every other corporation is a
foreign corperation.

3a.7 The term "engaging in business” or "doing business" means any
activity of a2 corporation which enjoys the benefits and protection of government
and Taws in this State.

3a.8 The term "Federal Form 1120" means the annuzl federal income tax
return of any corporation made pursuant to the United States Internal Revenue
Code of 1986, as amended, or in successor provisions of the Taws of the United
States, in respect to .the federal taxable income of a corporaticn, and filed
with the Internal Revenue Seryice, or successor agency thereto. In the case of
a corporaticn that elects to file a federal fincome tax return as part of an
affiliated group, but files as a sesparate corporation under this article, then
as to such corporation Federal Form 1120 means it pro forma Federal Form 1120.

3a.9 The ~term "fiduciary'" means any person or entity acting in a
fiduciary capacity for any other person or entfty, and includes a guardian,
trustee, executor, administrator, receiver, conservator, but does not inciude
officers, directors, attorneys, vreal westate brokers or certified public
accountants to the extent these do not act as a guardian, trustee, executor,
administrator, receiver or conservaior.
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3a.10 The term 'financial organization' means:

3a.10.1 A holding company or 2 subsidiary thereof. As used in this
section "holding company" means a corperation registered under the Federal Bank
Holding Company Act of 1856 or registered as 2 savings and loan holding company
other than a diversified savings and lean holding company (as defined in Section
408(a)(1)(F) of the Federal National Mousing Act (12 U.S.C. 1730(2)(1)(F));

32.10.2 A vregulated financial corporation or a subsidiary therecf.
As used .in these regulations regulated financial corporation' means:

33.10.2.1 An dnstitution, the deposits, shares or _accounts of
which are insured under the Federal Depcsit Insurance Act, or by the Federa’
Savings and Loan Insurance Corporation;

3a.10.2.2 An institution that is a member of a Federal Home Loan
Bank; )

3a.10.2.3 Any other bank or thrift dinstitutien incorporated or
organized under the laws of a state that is engaged in the business of receiving
deposits;

32.10.2.4 A credit union incorperated and organized under the
laws of this State;

32.10.2.5 A producticn credit association organized under 12

U.s.C. 2071,

32.10.2.6 A cerporation organized under 12 U.S.C. 611 through 631
(an Edge Act corporation); or -

3a.10.2.7 A federal or state agency or branch of a foreign bank
(as defined in. 12 U.S.C. 3101); or

32.10.3 A corporation which derives more than 30% of its gross
business income from cne or more of the follewing activities:

3a.10.32.1 Making, acquiring, selling or servicing loans or
extensions of credit. Loans_and extensions of credit include:

3a.10.3.1.a Secured or unsecured consumer loans;
3a.10.3.1.b Installment obligations;

3a.10.3.1.c . Mortgages or other Tlcans secured by real
estate or tangibie perscnal property;

3a.10.3.1.4 Credit card Teans;

3a.10.3.1.e Secured and unsecured commarcial loans of any
type; and
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3a.10.3.1.F Loans arising in factoring.

3a.10.3.2 Leasing or acting as an agent, broker or advisor in.
connection with Tleasing real and personal property that {is the econemic -
equivalent of an _extension of credit (as defined by the Federal Reserve Board in
12 C.F.R. 225.25(b)(5)). ' o

32.10.3.3 Operating a credit. card business.
32.10.3.4 Rendering estate or trust services,.
3a.10.3.5 Receiving, maintaining or otherwise handling deposits.

3a.10.3.6 Engaging in any other activity with an eccnomic effect
comparable to those activities described in Section 3a.10.3.1 through 3a.10.3.5
and the subsections therecof of these regulations.

3a.11 The term "fiscal year" means an accounting period of
substantially twelve months ending on any day other than the last day of
December, or a sheort taxable year ending on any day other than the last. day of
December, and on the basis of which period or short taxable year a taxpayer is
required to report for federal income tax purposes.

3a.12 "The term "foreign income' means income .not derived from
sources within the United States and its territories,

3a. 13 The term "foreign expense or expenses'' means expense or
expenses incurved outside of the United States and fts territories.

3a.14 The term “includes and including" when wused within a
definiticn contained in. W. Va. Code § 11~24-1 et seq. or in these regulations
does not exclude things otherwise within the _meaning of the term being defined.

3a.15 The term "nonbusiness Jincome” means all income other than
business incoma. :

3a.18 The term ‘"person" is interchangeahle with the term
"corporation.”

3a.1i7 The term "pro forma return" means the return which the
taxpayer would have filed with the Internal Ravenus Service had it not elected
to file federaily as part of an affiliated group. '

3a.18 The term “public utility" means any business activity to
which the Jjurisdiction of the Public Service Commission of West Virginia
extends.

3a.19 The term "sales" means all gross receipts of the taxpayer
that are business income.
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3a.20 The term "state' means any state of the United States, the
District of Columbia, the Commonweaith of Puerto Rico, any territory or
possession of the United States, and any forefgn country or political
subdivision thereof. , N oo

3a.21 . The term "short period" or '"short taxable year" means any
pericd of Tess than twelve months for which the taxpayer filed a federal return.

32,22 The term "taxable year" means the taxable year or taxable
period for which the taxable income is computed under federal income tax Taw.

3a.23 The term "tax" includes, within iis meaning, interest and
additions to tax, unliess the intention to give it a more limited meaning is
disclosed by the context.

3a.24 The term "Tax Commissioner" means the Tax Commissioner of
the State of West Virginia, or his or her delegate.

3a.25 The term "taxpayer" means a corporaticn subject to the tax
imposed by W. Va. Code § 11-24-1 et seq.

33,26 The term "this code" means the Code of West Virginia, one
thousand nine hundred thirty-one, as amended.

3a.27 The term "this State"” means the State of West Virginia.

3a.28 The term "West Virginia taxable fncome" means the taxable
income of a corporaticn as defined by the laws of the United States for federal
income tax purposes, including all elections made under such Taws, so as to be
the actuz]l taxable income as filed for federal income tax purposes, adjusted, as
provided in West Virginia Code § 11-24-6. _In the case of a corporation having
income from business activity or activities that are taxable by anocther state or
states, its West Virginia taxable fncome shall be the portion of taxable income
as defined and adjusted and as allccated or apportioned to this State.under West

Virginia Code §8 11-24-7, 7a or 7b, as appropriate.
§ 110-24-4. Imposition O Tax.

4.1 For taxable periocds beginning after the first day of July, one
thousand nine hundred eighty-seven, a tax is imposed by W. Va. Code § 11-24-1 et
seq. for each taxable year upon the West Virginia taxable income of every
domestic or foresign corporation engaging in business in this State or deriving
income from property, activity or other sources in this 3tate, except
corporations exempt under West Virginia Code § 11-24-5, at the rate of nine and
three—quarters percent. Beginning the first day of July, one thousand nine
hundred eighty-eight, and on each first day of July thereafter for four
successive years, the rate shall be reduced by fifteen one hundredths of one
percent per year, with such rate tc be nine percent on and after the first day
of July, one thousand nine hundred ninety~two.

§ 110-24-4a. Effect Of Rate Changes During Taxable Year.
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4a,1l If any rate of tax imposed in W. Va. Code § 11-24-1 et seq. changes to
become effective before the thirty-first day of December of a calendar year, and
if the taxable year included the effective date for the change of rate, then:

4a3.1.1 Tentative tax due s computed by applying the rate for the
period befeore the effective date of the change of rate, and the rate for the
period on and after such date, tc the taxable incomes of the corporation for the
entive taxable year; and T o ' '

da.1.2 The tax for such taxable year shall be the sum of that
proportion of each tentative tax which the number of months in =zach period bears
to the number of months in the entire taxable year.

4a.1.3 The above procedure may only be used when the date of the

rate change is other than the first day of the taxable year.
4a.2 For pUrposes of this Section:

4a.2.1 If the rate changes for taxable years "beginnming after" or
"ending after" a certain date, the following day shall be considered the
effective date of the change; znd

42.2.2  If a rate changes for taxable years "beginning on or after"
a certain date, that date shall be considered the effective date for the changs
of rate. , : ‘ _

43.3 Example. - The West Virginia Legisiature enacts a rate change Tor the
corporation nei .income tax beginning after June 30. The corporation net income
tax Tiability for a calendar year taxpayer is calculated by applying the former
rate. for the months January through June, and the new vrate for July and
succeeding months. A fiscal year taxpayer would use the former rate for those
periods of its tax year occurring befere June 320.

§ 110-24-5.  Corporations Exempt From Tax.

5.1 The folilowing corporations shall be exempt from the tax imposed by
W. Va. Code § 11-24~1 et seq. to the extent provided herein:

5.1.1 Corporations which by reason of their purposes or activities
are exempi from federal income tax.

5.1.1.1  This exemption shall not apply to ihe unrelated
business fincome, as defined in the Internal Revenue Code, of any such
corporaticn if such income is subject to federal income tax.

5.1.1.2 Example. - A corporation exempt from federal income
taxation under IRC § 501{c}(3) receives $1,000,000 in cash donaticns and fs
bequeathed an unrelated business during the year. The tax exempt corporation
operates the business for the remainder cof 1its tax year. The income from
operating this business 1is deemed unrelated business taxable income by the




State Tax Department
Titlie 110
Series 24

Internal Revenue Service. Such income would also be taxed under ihe West
Virginia Corporation Net Income Tax. However, the donations would be exempt.

5.1.2 Insurance companies which pay this State a tax upon
premiums.

5.1.2.1 This exemption 1is available if an insurance company
actually paid the premium tax set forth in W. Va. Cede § 33-3-1 et seq. for any
year in which an exemption is claimed or would have paid the premium tax. but for
the utilization by the taxpayer of any tax credits allowed or allowable against
the premium tax.

5.1.3 Production credit  associations organizegd under  the
provisions of the federal "Farm Credit Act of 18933." This exemption does not
apply to any cooperative corporations or associations organized under the
provisions of W. Va. Code § 19-4~1 et seq.

5.1.4 Corporations having in place a valid election to be taxed
under Subchapter S of the Internal Revenue Code.

5.1.4.1 Such corporations must file the information return
required in West Virginia Code § 11-24-13b.

5.1.5 Trusts established pursuant to 29 U.S.C. § 186 (enacted as
Section three hundred two(c) of the labor management relations act), as amended
prior to the first day of January, 1967. '

5.1.6 ~  Corperations otherwise exempted from the corporaiion net
income tax by law, e.g. racing associations, W. Va. Code § 19-23-12; Hospital
service _corporations, W. Va. Code § 33-24-4; credit wunions, W. Va. Code
§ 31-10-33; farmer's mutual fire insurance companies, W. Va. Code § 33-22-16;
fraternal benefit societies, W. Va. Code § 33-23-2%.

§ 110-24-6. Adjustments In Determining West VYirginia Taxable Income.

6.1 General. - The West Virginia corporation net income tax is, as the
name implies, a net income tax. Therefore, certain decreasing and increasing
adjustments are made to a corporation’s gross revenues to arrive at taxable
income for the purposes of the West Virginia Corporation MNet Income Tax. In
addition, the West Virginia Corporation Net Income Tax is a conformity statute
in that it utilizes federal taxable fincome as a starting point te determine Wasti
Virginia taxable income. A corporation's federal taxable income shall be
adjusted as described in West Virginia Code § 11-24-6 and in this Ssciion pricr
to being allocated and apportioned pursuant to West Virginia Code § 11-24~7. A
corporation transacting all of its business within West Virginia for an entire
taxabie year will not apportion or allocate fts fncome. The income of such a
corporation will be adjusted under W, Va. Code & 11-24-8. '

6.2 Adjustments increasing federal taxable income.
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€.2.1 The following Jncreasing adjustments shall be made to a
corporation's federal taxable income o the extent that any of the items are not
already reflected therein: _ T R -

6.2.2 Interast. or dividends on obligations or securities of any
state, political subdivision or authority thereof.

6.2.3 Interest or dividends {less related expenses to the extent
not deducted in determining federal taxable income) on obligations or securities
of any authority, commission or instrumentality of the United States which the
Jaws of the United States exempt from federal income .tax but not from state
income tax.

6.2.4 Income taxes and other taxes, including franchise and excise
taxes which are basad on, measured by, or computed with reference te net income,
impesed by this State or any other taxing Jjurisdiction, to the extent deducted
in determining federal taxable income.

£.2.5 _Any taxes imposed by this State for which credit against the
West Virginia Corporation Net Income Tax 1is allowed pursuant to Article 24,
Chapter 11 of the Code of West Virginia and actually deducted by the taxpayer in
determining federal taxable income.

6.2.6 The amount of any unrelated business income as defined by
Section 512 of the Internal Revenue Coda of 1886, as amended, of those
corporaticns- which by reason of its purposes is generally exempt from federal
income taxes.

6.2.7 The amount of any net operating loss deduction taken for
federal income tax purposes under Ssction 172 of the Internal Revenue Code of
1986, as amended. . ; ' :

6.2.8 Example. ~ A West Virginia corporaticn has the following
stems of income: interest from bonds issued by the Commonwealth of Pennsylvaniz,
interest on bonds issued by the City _of Parkersburg, West Virginia and a federal
net operating loss deduction of $5,000. i

The corperation, in determining its federal taxable income, deducted
the amount of interest received from the bonds issued by the Commonwealth of
Pennsylvania, the interest received from the bonds issusd by the City of
Parkersburg and the net operating Toss deduction. -

The following adjustments increasing federal taxable income are
necessary o arrive at the corporation's West Virginia taxable income. Each
increasing adjustment shall be in an amount equal to the amount deducted in
determining federal taxable income. There shall be added to federal taxable
income as an adjustment increasing. federal taxable income, to the extent the
same was deducted in arriving at federa] taxable income: the interest received
from the Commonwealth of Pennsylvania and from the City of Parkersburg, and the
amount taken as a net operating loss deduction.
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6.2 Adjustments decreasing federal taxable income.

5.3.1 The following decreasing adjustments shall be made to a
cerperation's federal taxable income to the extent the same is included therein:

6.3.2 The gain from the sale or other disposition of any property
having a higher fair market value on July 1, 1867, than the adjusted basis of
that property at said date for federal income tax purposes.

6.3.2.1 The amount of this adjustment 1is Tlimited to _that
portion of any such gain which does not exceed the difference between the fair
market value of the property on July 1, 1967, and the adjusted basis of that
property on said date. .

6.2.2.2 Example. - On July 1, 1967 the fair market value of an
item of perscnal property owned by a corporation is $1,000, and the
corporation's adjusted basis in that property as of July 1, 1967 is $500. This
property is sold by the corporation on December 31, 1889 for 3500 when the
adjusted basis on the preperty is zero. The corporation is entitled to a
decreasing modification of $500 on its West Virginia tax return for the 1983 tax
year.

65.3.3 The amount of any refund or credit for overpayment cf income
taxes and other taxes, including franchise and excise taxes, which are based on,
measured by, or computed with reference to net income, imposed by this State or
any other taxing jurisdiction, to the extent actually included in gross income
for federal income tax purposes. :

£.2.3.1 The refund or credit for overpayment of these taxes
must have been included by the corporation in its federal taxable income for the
taxable year. . B

6.3.4 The amount added ito federal taxable income for the taxable
year due to the elimination of the reserve method for computation of the bad
debt deduction.

6.3.5 The full amount of interest expense actually disallowed in
determining federal taxable fincome which was incurred or continued to purchase
or carry obligations or securities of any state or any pelitical subdivision
thereof. '

£.2.5.1 This decreasing meodification is limited to the interest
expense actually disallowed and is made because the income from the obiigations
or securities is an increasing modification to federal taxable income.

6.3.% The amount required to be added to federal taxable income as
a dividend received from a foreign corporation under Section 78 of the Internal
Revenue Code cf 1985, as amended, by a corporation electing to take the foreign
tax credit for federal income tax purposes,

10
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6.3.6.1 For purposes of this decreasing medification, a foreign
corporation fs a corporation not chartered in the Unfted States or 1iis
territories. - - ‘ o

6.3.7 The amount of salary expenses disallowed as a deduction for
federal fincome tax purposes due %o .claiming the federal jobs credit under
Section 51 of the Internal Revenue Code of 18585, as amended.

5.3.8 The amount included in federal adjusted gross income by the
operation of Section 951 of the Internal Revenue Code of 1986, ds amended.

6.3.9 Any amount inciuded in federal adjusied gross income which
is forsign source income. _ CoT

6.3.9.1 Foreign scurce income includes:

6.2.9.1.2.Interest and dividends not derived from sources
within the United Stiates. L

6£.3.9.1.b Rents, royalties, license and technical fees from
property Jocated outside the United States or from services performed outside
the United States, or from any finterasst .in such property, including rents,
royzities, or fees for the use or the privilege of wusing any patents,
copyrights, secret process and formulas, goodwill, trademarks, trade brands,
franchises and other 1ike property cutside of the United States.

. 6.2.9.1.c Gains, profits or other fincome from the sale of
intangible or real property located outside of the United States.

£.2.9.1.d The provisions of Sections 861, 862 and 883 of the
Internal Revenue Code of 1985, as amended, and of the applicable regulations
thereto shall be applied to determine the source of "foreign source" fncome.

6.4 Net operating loss deductions. — Except as otherwise provided, there
is allowed as a deduction for the taxable year an amount equal to the aggregate
of the West Virginia net operating loss carrycvers to such year plus the net
operating Toss carrybacks .to such year.

£.4.1 A net operating Toss deduction is the lcss allowed by West
Virginia Code § 11-24-6 as determined in accordance with Section 172 .of the
Internal Revenue Code of 1986, as amended. :

6.4.2 Special rules.

6.4.2.1 The West Virginia net operating loss deduction shall be
made after the allocation and apportionment, if any, of federal taxable income
in accordance with West Virginiaz Code § 11-24-7, 7a or 7b, as appropriate.

6.5 3pecial adjustments for expenditures for water and air pollutien
contral facilities. o : - '

11
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6.5.1 Taxpayer election.

6.5.1.1 A corperate taxpayer may elect to make a decreasing
modification to its federal taxable dncome for certain expenditures for water
and air pollution controel facilities. This eTection shall be made on the tax
return filed for the tax year in which the expenditures were made. .

£.5.1.1.a The election, once made, 1s irrevocable as tao all
amounts paid or incurred for any particular water pollution control facility or
air poliution control facility, whether paid in a single year cr paid over
saverz] yvears. ' - o ' :

6.5.2. If the taxpayer makes the election under this Section, there
shall be subtracted from federal taxable income the total of the amounts paid or
fncurred during the taxable year for the acquisition, construction or
development within this State for water polluticn control facilities or air
poliution control facilities as defined in Section 169 of the Internal Revenue
Code, and added to federal taxabie income the total of the amounis of any
allowances for depreciation and amoriization of such water pollutieon control
facilities or. &ir pollution contrel facilities, to the extent deducted in
determining federal taxable income.

£.5.3 If a taxpayer's federal taxable dncome is subject to
allocation and apportionment under Wast Virginfa Code 8 11-24-7, the adjustments
made pursuant tec the election herein shall be made to the portion of the
taxpayer's net fncome, computed without regard to such adjustments, allecated
and apporticned to this State in accordance with W. Va. Code § 11-24-7, instead
of being made to the taxpayer's federal taxable income before aliocation and
apportionment thereof.

6.6 AlTowance for. certain government obligations and obligations secured
by residential property.

6.6.1. General. - Thez West Virginia taxable income of a taxpayer
subject to the West Virginia Corporation Net Income Tax as adjusted in
accordance with Subsections (b), (<), (d) and {(e) of West Virginia Code
§ 11-24-6 is to be further adjusted by muTtiplying the taxable income after . the
above adjustments have been made_ by a fraction equal to one minus a fraction:

6.6.2. The numerater of which is the sum of the average of the
monthly beginning and ending account balances during the taxable year of the
following:

6.6.2.1, Obiigations or securities of the United States, or of
any agency, authority, commission or instrumentality of the United States and
any other corporation or entity created under the authority of the United States
Congress for the purposs of implemsnting or furthering an objective of natfonal
policy. D ' '

6§.6.2.2 Obligations of this State and any political subdivision
or authority thereof,
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6.6.2.3 Investments or Jecans primarily secured by mortgages or
deeds of trust on residential property located in this State and occupied by
nontransients.

6.6.2.4 Loans primarily secured by a Tien or security agreement
on residential oproperty in the form of a mobile home, modular home or
double-wide <trailer or mobile home, TJocated in this State and occupied by
nontransiants. . S

6.6.2.5 The account balances in any of the above types of
accounts shall be determined at cost in the same manner that such cbligations,
investments and loans are reported on Schedule L of Federal Form 1120 or its
successar. -

6.6.3 The denominator of which is the average of the monthly
beginning and ending account balances of the total assets of the taxpayer which
ars shown for the taxable year on Schedule L of Federal Form 1120, filed by the
taxpayer with the Internal Revenue Seryice. .

§ 110-24-7. Allocation And Apportionment.

7.1 General. - Any taxpayer having income from business activity which is
tzxable both in this State and in another state shall ailocate and apportion its
net inceome as provided herein.

7.1.1 For purposes. of this Section and West Virginia Code
§ 11-24-7, the term "net income" means the taxpayer's federal taxable income as
adjusted by the provisions of W. Va. Code § 11-24-6.

7.2 M"Taxable in another state" defined. - For purposés of this Section and
W. Va. Code § 11-24-7, a taxpayer is taxable in another state if:

7.2.1 In that state the taxpaver is subject to a net income fax, a
franchise tax measured by net income, a franchise tax for the privilege of doing
business, or a corporation stock tax, or

7.2.2 That state has jurisdiction to subject the taxpayer to a net
income tax, regardless of whether, in fact, that state doess or does not subject
the taxpayer to such tax, )

7.3 Business activities entirely within West Virginia. - If the business
activities of a taxpayer take place entirely within the State of West Virginia,
the entire net Jincome. of such a taxpayer 1is subject to the West Virginia
Corporation Net Income Tax. The business activities of a taxpayer are deemed to
have taken place entirely within this State if a taxpayer is not taxable in
another state:  Provided, That the business activities of a financial
organization having its commercial domicile in this State shail be deemed to
take place entirely in this State, notwithstanding that such organization may be
"taxable in another state:" Provided, however, That the incoms from the business
activities of a finmancial organization not having its commercial demicile in
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this State shall be apportioned according to the applicable provisions of W. Va.
Code 11-24-1 et seq.

7.4 Business activities partially within and partially without West
Virginia; allocation of certain specified forms of non-business income. = If a
taxpayer's business activities take place partiaily within this State and
partially outside of this_State, and that taxpayer is also taxable in ancther
state, rents and royalties from vreal or tangible personal property, capital
gains, interest, dividends or patent or copyright royalties, to the extent that
they constitute nonbusiness fncome _of the taxpayer, shall be allocated as
provided below. ’ )

7.4.1 "Business income" defined. ~ The term "business income”
means income arising from transactions and activity in the regular course of the
taxpayer's trade or business and fnciudes income from tangible and intangible
property if the acquisition, management and disposition of the property or the
rendering cof services in connection therewith constitute integral parts cf the
taxpayer's regular trade or business operations. See Section 3a.l of these
regulations. ' ' : : : '

7.4.2 "Nonbusiness income" defined. - The term nonbusiness inceme
means all dncome other than businegss income. See Section 3a.13 of these
regulations. -

7.4.3 Net rents and royalties constituting nonbusiness income.

7.4.3.1 Net rents and royalties from real property located in
this State are allocable to this State.

7.4.2.1.a Items of fincome "allocable or allocated to this
State" means . that pavticular item of dncome 1is fully subjected to the
corporatien net income tax in this State.

7.4.3.2 Net rents and royaltiss from tangible personal property
are allocable to this State:

7.4.3.2.a If and to the extent that property is utilized in
this State; or

7.4.3.2.5 In their entirety if the taxpayer's commercial
domicile is in this State and the taxpayer _is not organized under the Taws of or
taxable in the state in which the property is utilized. N

7.4.3.2.c The extent o¢f utilization of tangible personal
property in a state is determined by multiplying the rents and royalties by a
fraction, the numerator of which is the number of days of physical location of
the property in the state during the rental or royaliy period in the taxable
year and the dencminator of which is the number of days of physical location of
the property everywhere during all rertal or royalty periods in the taxable
year, If the physical location of the property during the rental or royalty
pericd 1s unknown or unascertainable by the taxpayer, tangible personal property
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is utilized in the state in which the property was located at the time the
rental or royalty payer obtained possession. If the property is in this State
for any part of a day, that time shall be counted as a full day.

7.4.3.2.d Examples.

7.4.3.2.4d.1 Corporation A was formed in Ohio and has
its main offices there. Corporaticn A owns an apartment complex in West
Virginia and leases computers to users located in West Virginia. The net rental
income from the rental of the apartment complex 7s allocated to West Virginia
for purposes of the West Virginia Corporation Net Income Tax. Likewise, the net
renta] income received by Corporaticn A as a lessor of computers in this State
is allocated to this State. . o

7.4.3.2.d.2 Corporation Z was formed in State X and
has its commercial deomicile in the State of West Virginia. Corporation Z leases
tangible. personal property tc customers in State K, which has no corporation net
income tax. The nst receipts from leasing tangible personal property in State K
are allocated entirely to the State of West Virginia.

7.4.4 Examples.

7.4.4.1 Corporation Alpha, organized and headquartered in
California, leases coal mining equipment in West Virginia. Alpha began leasing
equipment in West Virginia on April 1, and is a calendar year taxpayer. The
coz1 mining eguipment was not in this State until April 1, the date the lease
commenced. The property is leased in this State for 275 of the 365 days in the
year. If Alpha Corporation netted $15,000 for leasing this equipment for the
entire year, Alpha would include in West Virginia income the following amount:
275/365 x $15,000 = $11,301.37. i

7.4.4,1.a If Alpha Corporation has adequate records to show
the net rental income from the equipment while the equipment was Teased in this
State, then it may use such actual net rental income and not "apportien" its
allocaticon of net rental income.

7.5 Capital gains.

7.5.1 Capital gains and losses from sales of real property Tocated
in this State are allocable to this State.

7.5.2 Capital gains and Tosses from sales of tangible personal
property are allocable to this State i the property was located or was situated
in this State at the time it was sold or the taxpayer's commercial domicile is
in this State and the taxpayer is not taxable in the state where the property
that was sold had a situs. . _

7.5.3. Capital gains and losses from sales of intangible personal

property are allocable to this State if the taxpayer's commercial domicile is in
this State. — _
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7.5.4 Gains pursuant to Section 631(a) and (b) of the Internal
Ravenue Code of 19836, as amended, from sales of natural resources severed in
this State shall be allocated to this State if they are nonbusiness income.

7.6 Interest and dividends.

7.6.1 Interest "and dividends are allocable %to this State 1f the
taxpayer's commercial domicile is in this State.

7.6.1.1 "Commercial demicile” means the principal place from
which the trade or business of the taxpaver is directed or managed.

7.7 Patent and copyright royalties.

7.7.1 Patent and copyright royalties are allocable to this State
if and to the exient the patent or copyright s utilized by the taxpayer in this
State or if and to the extent that the patent or ceopyright s utilized in a
state in which the taxpayer is not taxable and the taxpayer's commercial
domicile is in this State. '

7.7.2 A patent is utilized in this State to the extent that it s
empleyed in production, fabrication, manufacturing or other processing in this
State or to the extent that a patented product .is produced §n this State. If
the basis of receipts from patent royalties doss not permit allocation to a
specific state or if the taxpayer's accounting procedures do not reflect states
of utilization, the patent is utilized in the state in which the taxpayer's
commercial domicile s Jocated.

7.7.3 A copyright 1is wutiiized in a state to the “extent that
printing or other publication originates in the state. If the basis of receipts
from copyright royalties does not permit allocation to specific states or if the
taxpayer's accounting procedures do not reflect states of utilization, the
copyright is utilized in the state in which the taxpayer's commercial domicile
is located.

7.8 Corporate partner's distributive share.

7.8.1. A corporation carrying on business through a partnership, as
defined in Section 761 of tha Internal Revenue Code of 1985, as amended, s
1iable for income tax only in its separate or findividual capacity. In this

regard, a corporate partner is treated no differently than any other partner. A
corporation may be a limited partner or a general partner and is treated no
differently than any other limited partner or general partner, as the case may
be. :

7.8.1.1 . Example. - Gomer Corporation was organized under the
Taws of Idzho and has Tts commercial domicile there. Gomer Cerporation invests
in a royalty interest in a West Virginia oil and gas partnership as a Timited
partner. As a Timited partner, Gomer Corporation 7s merely a passive investor,
Gomer Corporation has no other caontacts with this State, and is not engaged
anywhere else in the oii and gas business. Gomer Corporation is reguired to

16 .




State Tax Department , o
Title 110 o Lo T .
Series 24 - o

file a West VYirginia Corporation Net Income Tax Return for its taxable year for
its distributive share of gains and losses, as provided below. The entire
distributive share Gomer Corporation receives from the West Virginia oi7 and gas
partnership is allocated to this State. The reason for this is that the income
frem the oil and gas limited partnership 9is nonbusiness fincome +tao Gomer
Corporation and it is also. & royalty interest and therefore is the type of
ronbusiness inceme that s allocated. The distributive share is treated as if
Gomer Corporation held the royalty interest directly.

7.8.2 A corporate partner’s distributive share cof income, gain,

Toss, deduction or credit of a partnership shall be modified as provided in West
Virginia Code § 11-24-6. This medification shali_be made for each partnership
in which a corporation is a partner. Such distributive share shall then be
allocated and apportioned as provided 1in W. Va. Code 8§ 11-24-7, using ths
corporation's proportionate share of the partnership's property, payroll and
sales factors. The sum of that portion of the distributive share azllocated and
apportioned to this State shall then be treated as distributive share allocated
to this State., - That portion of distributive share allocated or apportioned
outside this State shall be ireated as distributive share allocated outside this
State, uniess the taxpayer requests different treatment and Yts request is.
granted, or the State Tax "Commissioner’ reguires different treatment of the
distributive share pursuant to_Subsection-h of W. Va. Code § 11-24-7.

7.8.2.1 Example. ~ Mort-Le-Tool, Inc. is a Deltaware Lorporation
engaged in the business of manufacturing rotund tools. Hort-le-Tool, Inc. has
its cemmercial demicile in Penmsylvania. The management of Mort-Le-Tool, Inc.
has invested certain resserve capital in a West Virginia oil and gas 1imited
partnership with wells onTy in West Virginia and in a syndicated real estate
Timited partnership that owns and operates shopping centers and malls in four
states, including West Virginia. Mort-Le~Tool, Inc. does no Dbusiness in West
Virginia. Both partnerships make distributions to their respective partners,
Mort-Le~Tool, Inc. s requirsd to file a . West Virginia Corporation Net Income
Tax Return for the taxable year in which it received the distributions. The
pass through amounts received by the corporation from {ts West Virginia of1 and
gas -partnership interest is nonbusiness income, In this example, income is
allocated entirely to West Virginia since the o011 and gas wells are located in
this State and the ¢fl and gas partnership has no income from any other state.
Since the ofl and gas income was allocated to this State at the partnership
level, that allocation will flow through along with the corporate partner's
distributive share which will thereby be ailocated entirely to the State of West
Virginia as well. _ A1l dincome allocated to West Virginfa at the partnership
level will automatically be alleocatad to this State by operation cof W. Va. Ccde
§ 11-24-7(d)(5)(3). The same result would appiy to the partners' distributive
income share without regard to whether actual distributicn of that income to_the
partners were made during the taxable year.

Mort-Le-Tool, Inc.'s distributive share of the real estate partnership will
be calculated the same way. First the partnership will allocate and apportion
the income received from the operations in the four states where it is doing
business. A1l rents received by the partnership from property located in West
Virginia will flow through to the corporation as if it held the real property
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itself. Since the rents so received by Mort-Le-Tool, Inc. are nonbusiness
income to that corperation, these amounts are allocated entirely to this State.
The rental inceme flowing through to the corporation from the real estate
partnership that was derived from real property lTocated in other states will be
apportioned by Mert-Le-Tool, Inc., to the extent such inceome is not allecable to
the state from which it was derived, as set forth in W. Va. Code & 11-24-7,
using the corporation's proportionate share of the partnership's payroll,
property and sales factors. The sum of that part of the distributive share
allocated and apportioned to this State is the corporation's distributive share
of income from the real estate partnership allocated to West Virginia.

7.9 Business activities partially within and partiaily without this State.

7.10 Where a corporation has income from business activities partially
within this State and partially outside of this State, all net dincome, after
deducting those items specifically allocated under W. Va. Code § 11-24-7(d),
shall be apportioned to this State by multiplying such net income by a fraction,
the numerator cof which js the property factor plus the payroll factor plus two
times the sales factor, and the denominator of which is four, reduced by the
number of factors, if any, having no denominator except if the sales factor has
a denominator of zero, the denominator of the apporticnment fraction shall be
reduced by two.

7.10.1 Example. - Pro Inc. is a service ccrporation doing business
in several states, including West Virginfa. Pro Inc. owns nc propériy anywhere.
In this casa, the allocation formula for Pre Inc. will be:

WY Payroll + 2 (__WV Sales ) + 0O WY Property
Total Payrol] _(Total Sales) O total Property
3o T8

If, for some unusﬁai reason, a corporation has no saTes'anywhere, then
since . the sales factor Hs double weighted, the overall denominator would be.
reduced by 2.

7.1G0.2 "Business activities" include all activities engaged in by
the corporaticn, and includes those activities giving rise to both business
income znd nonbusiness income.

7.10.3 AT1 dincome of a corporation, including both business income
and nonbusiness income, is apportioned, except those types of nonbusiness income
specifically set forth in W. Va. Cede § 11-24-7{d), which is allecated.

7.10.3.1 The types of nonbusiness income that are alloccated are
net vents and rovalties; capital gains; finterest and dividends; patent and
conyright royalties; and the distributive share of a corporate partner.

7.10.3.2 A17 other nonbusiness income and all business income
shall be apportioned.
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7.10.4 Where a corporation has business activities that are in West
Virginia and other states, .its other net nonbusiness fincome that was not
allocated under W. Va. Code § 11-24-~7(d) and all of its net business income will
be apportioned through the following fracticn:

Apportionable ¥ Property factor + payroll factor + (sales factor x 2)
income ' 4

Where:

property factor = taxpayer's WV property
all of taxpayer's property

payroll factor = taxpayer's compensation expense for WV
taxpayer’s totai compensation expenses

sales factor =_ taxpaver's WV sales
taxpayer's total sales

7.10.4.1 In performing this calculation, the following rules
shall be followed. : S _

7.10.4.1.a Where any fraction has a numerator of zeroc
and a deneminator of other than zero, the fraction shall be reduced to, and
shall equal zero, §.e. 07100 = 0.

7.10.4.1.b Where any fraction has z denominator of zero,
further calculation is f{mpossible. If one or .more factors has a zero
denominator, the apporiieonment fraction denominator, which is typically four,
shal] be decreased by cne for each such zero denominator fraction, except that
if the sales factor derominator is zerc, the apporticnment fraction denominator
shall be decreasad by two.

7.10.4.2 The apportionment factor may therefore be stated as

follows: ST o , .
WV _
Taxable _ Apportionab?e_x (WY Prop. , _ WV Payroll . 2 [WV_Saies])
Income Income (A11 Prop.  Total Payroll _Al]l Sales) + Allocated
4 income
7.10.4.3 Example. =- General Con Corporation, a New York
Corporation sends agents jnto the State of West Virginia to selil a new process
guaranteed tc make things opaque. General Con Corporation has no property

Tocated or used in this State, however, 1its total property holdings are
$10,000,000.  The West Virginia sales of General Con Corporation are $150,000.
Its total sales for the taxable year ecual $2,500,000. The West Virginia
payroll of General Con Corporation is $60,000, and its total annual payrell is
$875,000. The proper apportionment factor for General Con Corporaticn is:
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0 + 0,000 + 150,008 + _150,000
15,000,000  £75,000 2,500,000 2,500,000 = .

0 + .0686 + .06 + .06 = 0.1886 _
7 I = .04715

7.11 Property factor.

7.11.1 Property factor. - The property factor is a fraction, the
numerator of which is the average value of the taxpayer's real and tangible
personal Dproperty owned or rented and used by it in this State during the
taxable year and the denominator of which is the average value of all the
taxpayer's real and tangible perscnal property owned or rented and used by the
taxpayer during the taxable year, which is reported on Schedule L of Federal
Form 1120, plus the average value of all real and tangible personal property
leased and used by the taxpayer during the taxable year.

7.11.1.1 The common law definition of real and personal property
will be used, i.e., real property is land and all things firmly and permanently
attached thereto, and personal property is all other property.

7.11.1.2 Only real and tangible personal property is counted in
the property factor. The common Taw detiniticn of tangible personal properiy is
used. Examples of tangible personal property include, but are not Timited to,
bocks, equipment, supplies, finventories and virtually any other form of
personalty that can be held or touched. Tangible personal property does nct
inciude money, chooses in action, or any cther intangibies.

7.11.1.3 The average value of real and tangible personal
property means the beginning and ending year balances of the relevant accounts
reported on Schedule L of Federal Form 1120, or its successor. Howe¥er, the Tax
Commissioner may require use of a monthly average of such accounts or such other
determination of the average value of such property as may be appropriate for an
accurate determination of the factor.

7.11.2 Value of property.

7.11.2.1 Property owned by the taxpayer shall be valued at its
original cost, adjusted by subsequent capital additions or improvementis thereto
and by partial or total disposition thereof by reason of sale, exchange,
abandonment, 1loss or destruction or other alienation of, or” Toss of, the
property. ‘Where records of original cost are unavailable or cannot be obtained
without unreasonable expense, property shall be valued at current market value.
Property rented by the taxpayer from cthers shall be valued at aight times the
net annual rental rate. The term "net annual rental rate" is the annual rental
paid, directiy or indirectly, by the taxpayer, or for its benefit in money c¢r
other considerztion for the use of the property.

7.11.2.1.3 Net annual rental rate fdncludes any amount
payable for the use of real or tangible personal property, or any part thereof,
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whether designated as a fixed sum of money or as a percentage of sales, profits
or otherwise. - :

7.11.2.1.b Any amount payable as additional rent or in
Tigu of rents, such as interest, taxes, insurance, repairs or any other 1items
which are required to be paid by the terms of the lease or other. arrangement,
not including amounts paid as service charges, such as utilities, Janiter
services and_ the like are also included in the term "net annual rental rate."
17 a payment includes rent and other charges which are not separately set forth,
the amount of rent shall be determined by consideration of the relative values
of the rent and the other ftems. L

7.11.2.1.¢c Real or personal property owned by one
corporation which is used in this State by another corporation to which the
property is rented is to be included in the property factor by both corporations
unless the rental income is nonbusiness income to the receiving corporation,

7.11.2.1.c.1 Example. - X Corporaticn owns certain
real property located in West Virginia, which is Teased by Y Corporation for the
entire taxable _ysar of both corporaiions. Rental income vreceived by X

Corporation is allocated to the State of West Virginia and the value of the
property 1is not included in the apportionment factor for X Corporation's
apportionable income in either the numerator of the property facter (vaiue of
taxpayer's West Virginia real and tangible personal property) and in the
dencminator of the property factor ({valus of taxpayer's real and tangible
personal property owned or rented by the taxpayer for the taxable year). Eight
times the annual rental rate of the property will be included in both the
numerator and the denominatcor of the property factor for Y Corporatioen.

7.11.3 Movable property.

7.11.3.1 The value of movable tangible personal property used
both within and outside of this State shall be included in the numerator to the
extant of its utilization in this State. .The extent of utilization in this
State is determined by multiplying the original cost of such property by a
fraction, the numerator of which is the number of days of physical location of
the property in this State during the taxable period, and the denominator of
which 1s the number of days of physical location of the property everywhere
during the taxable period. The number of days of physical Tlocation of the
property may be determined on a statistical basis or by such other reasonable
method acceptablie to the Tax Commigsicner. - '

7.11.4 Leasehold improvements.

7.11.4.1 For purposes of the oproperty factor, leasehold
improvements are treated as property owned by the taxpayer regardless of whether
the taxpayer is entitled to remeove the improvements or whether the improvements
ravert to the lessor upon expiration of the lease. Leasehold improvements are
included in the preperty factor at their original cost.
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7.11.4.1.3 Example. - Alpha Corporation JTeases a
building to Beta Corporation. The building is Tecated in West Virginia. Beta
Corporation makes certain Teasehold fimprovements to the property totaling
$100,000 some of which the Tease permits Beta Corporation to remcve. The entire
value of the Teasehold improvements is included in Beta Corporation's properiy
facter. The value of the Teasehold improvements fs also included in Alpha
Corporations proparty factor.

7.12 Average value of property.

7.12.1 The average value of property is determined by averaging the
values of the property at the beginning and the ending of the taxabie year.

7.12.1.1 If there are substantial fluctuations in the values of
nroperty during the taxable year, or where property is acquired or disposed of
after the beginning of the taxable year, or where the rental or lease contract
ceases before the end of a taxable year, the Tax Commissioner may require the
averaging of monthly values of the property during the taxable year or the
pertinent part thereof. L

7.13 Payroll facktor.

7.13.1 The payroll factor is a fraction, the numerater of which is
the total compensation paid in this 3State during the taxable year by the
taxpayer for ~compensation, and the denominator of which 1is the total
compensation paid by the taxpayer during the taxable year, as shown on the
taxpayer's federal income tax return filed with the Internal Revenue Service, as-
reflected in the schedule of wages and salaries and that portion of cest of
goeds sold which reflects compensation, or as shown on & pro forma return.

7.14 Compensation. .

7.14.1 The term "compensation" means wages, salaries, commissions
and any other form of remuneration paid to employess for personal services.
Payments made to an independent contractor or to any other person not properly
classified as an employee shall be excluded. Only those amounts paid directly
to empioyees are included in the payroll factor. Amounts considered as paid
directly to employees include the value of board, rent, housing, Todging and
other benefits or services furnished to employees by the taxpayer in return for
personal services, provided such amounts constitute income to the recipient for
federal income tax purpeses. Compensation for each employee shall ke the amount
of wages and salary shown on the Federal Form VW-Z2 for the employee, in
accordance with federal income tax Taw.

7.1% Employee.
7.15.1 For purpcses of determining the payroil factor, an employee
is any officer of a corporation or any individual who, under the usual

cemmon-law rule applicable in determining the employer-employee relationship,
has the status of an employee.
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7.15.2 An employee 1s a persen in the service of another under any
contract ¢f hire, express or impiied, oral or written, where the employer has
the power or right to control and direct the employee in the material details of
how the work s to be performed.

7.16 When compensation is paid in this State.

7.15.1 Compensation s paid or accrued 1in this State if an
employesa's services are performed entirely within this State or if an employee'’s
services ara parformed both within this State and outside of this State, but the
services performed outside of this State are incidental %o that employese's
services within this State. . The converse is nct true. In all circumstances,
services performed in this State are %o bhe included in the payroll factor as-
services performed in this State. "Incidental", as used herein, means any
service which is temporary or transitory in nature,- or which is rendered in
connection with an isolated transaction. Compensation is alse paid c¢r accrued
in this State if some of the employee's service is performed in this State and
the employee's base of operatian, or if there is nc base of operation, the place
from which the service is directed or controlled is in this State, or the base
of operations or the place from which the service is directed or controiled is
not in any state in which some part of the service is performed, but the
employees residence s within this State.

7.16.2 As used herein, the term "base of operations" is the place
of more or less.psrmanent nature from which the emplovee starts his woerk and to
which he “or she custcmarily returns in order tc receive instructions from the
taxpayer or communications from his customers or with other persons or 1o
replenish stock or othar materials, repair equipment, or perform any other
functions necessary to the exercise of his trade or profsssion at some cther
point or points. The term "piace from which the service is directed or
controllted" refers to the place from which the power to direct or control is
axercised by the faxpaver.

7.16.3 Example. - P Corporaticn has salesmen in several states.
West Virginia customers are serviced by a salesman Tiving in Chio. - The salesmen
are directed from a regional office located in Pennsylvania.  Compensation

attributable tc the time spent in West Virginia on employer business would be
inciuded in the taxpayer's West Virginia payroll factor.

7.17 Sales factor.

7.17.1  The sales factor is a fraction, the numerator of which is
the gross receipts of the taxpayer derived from transactions and activity in the .
regtilar course of its trade or business in this State during the taxable year,
less returns and allowances attributable to the gross receipts from the West
Virginia activity. The denominator of the fraction is the total gross regeipts
derived by the taxpayer from transactions and activity in the regular course of
its trade or business_during the taxable year, and reflected in its gross income
reported and as appearing on the taxpayer's Federal Form 1120, and consisting of
these certain pertinent peortions of the elements of gross income set forth., If.
either the numerator or the denominator includes fnterest or dividends from
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obligations of the United States government which are exempt from taxation by
this State, the amount of such Jinterest and dividends, if any, shall be
subtracted from the numerator or denominator in which it is included.

7.17.1.1 The only sales to be included in the sales factor are
those which produce business income.

7.17.1.1.a "Business . income" s ipcome arising from
transactions and activity in the regular course of the taxpayer's trade or
business and includes income from tangibie and dintangibie property if the
acquisition, management and disposition of the property constitute integrai
parts of the taxpayer's regular trade or business operations.

7.17.2 Rules for determining sales in certain circumstances.

7.17.2.1 In the case of a taxpayer engaged in manufacturing and
selling ¢r purchasing and reselling gocds or products, “"sales" includes all
greoss receipts from the sales of such goods or products (or other property of a
kind which would propariy be included in the inventory of the taxpayer if on
hand at the close of the tax period) held by the taxpayer primarily for sale to
customers in the cordinary course of fts trade or business., Gross receipts for
this purpose means gross sales Jess returns and alliowances, and includes all
interest income, service charges, carrying charges, or time-price differential
charges incidental to such sales. Federal and state excise taxes (inciuding
sales taxes) shall be included as part of such receipts if such taxes are passed
on to the buyer or included as part of the selling price of the product.

7.17.2.2 In the case of cost fixed fee contracts, such as the
operaticn of a government-owned plant for a fee, "sales" fincludes the entire
reimbursed cost, plus the fee. '

7.17.2.3 In the «case of a taxpayer engaged in providing
services, such as the operation of an advertising agency, or the performance of
equipment service contracts, or research and development contracts, "sales"
includes the gross raceipts from the performance of such services including
fees, commissions, and similar items.

7.17.2.4 In the case_of a taxpayer engaged in renting real or
tangible property, "sales" includes the gross receipts from the rental, Tease,
or licensing of the use of the property. '

7.17.2.5 In the case of a taxpayer engaged in the sale,
assignment, or licensing of dintangible personal preperty such as patents and
copyrights, "sales" includes the gross receipts therefrom.

7.17.3__ . In filing returns with this State, if the taxpayer departs
from or modifies the basis for excluding or including gross receipts in the
sales factor used in returns for prior years, the taxpayer shall disclose such
information by attaching a statement, setting forth the nature and effect of the
change, to the corporation net income tax return for the current year.

24




State Tax Department -
Title 110 B - . -
Serjes 24 -

7.17.4 ~ Sales factor denominator.

7.17.4.1 The denominator of the sales factor includes the total
gross receipis derived by the taxpayer from transactions and activity 1in the
regular course of_its trade or business, unless otherwise excluded herein.

7.17.5 Sales factor numerator.

7.17.5.1 The numerator of the sales factor shall include gross
receipts attributable to this State and derived by the taxpayer from
transactions and activity in the regular course of its trade or business. All
interest income, service charges, carrying charges, or time-price differential
changes incidental tao such gross receipts shall be included regardless of the
place where the accounting records are maintained or the location of the
contract or other evidence of indebtedness. .. - :

7.17.6 Dock sales.

7.17.6.1 Where tangible personal property is sold and the terms
of the sale require the purchaser to pick up the property or cotherwise receive
the property in this State, the sale is to be treated as a sale taking place in
this State for purposes of the sales factor,

7.17.6.2 In the case of sales requiring by their ferms delivery
of tangible personal property by common carrier, contract carrier or by other
means of transportation excluding pickup by the custcmer in this State, whether
directly or indirectly, the place at which the property is ultimately received
after 271 transportation has been completed shall be considered as the place at
which such property is received by the purchaser.

7.17.6.3 . Direct delivary in this State, cther than for purposes
of transportaticn, to a person or firm designated by a purchaser constitutes
delivery to the purchaser in this State regardliess of where title passes or
other conditions of sale. B} ' | : '

7.17.6.4 Direct delivery outside this State to a person or firm
designated by a purchaser does not constitute delivery to the purchaser in this
State, regardiess of where title passes or other conditions of sale.

7.17.6.5 Examples.

7.17.6.5.a Baubles, Inc. is located in Huntington, West
Virginia, and makes sales of tangible personal property to an Chic company. The
terms of the sale require the Chic company to pick up the merchandise from the
Toading dock at Baubles. .The sale is to be treated by Baubles as 2 sale taking
place in this State. . _ .

7.17.6.5.b Alpha Corporation, which manufactures a
highly sophisticated device used in mining, purchases certain tangible personal
property from a company located in Virginia. Alpha Corporation, located in

Bergoo, West Virginia is required by the terms of the sales contract to pick up
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the merchandise at the Virginia company's loading deck in Virginfa. The sale is
to be treated as not occurring in West Virginia by the Virginia company absent
other nexus with West Virginia.

7.17.6.5.¢ RPS, Inc., 1is Jlocated in Morgantown, West
Virginia and makes sales of tangible personal property. Some of the sales
coniracts reguire RPS to ship the goods to companies located outside of this
State via common carrier. The sales of the tangible personal property shipped
by the carrier are not included as West Virginia sales.

7.17.7 Special rules.

7.17.7.1 Where substantial amounts of gross recefpts arise from
an incidental or occasicnal sale of a fixed asset used in the regular course of
the taxpayer's trade or business, such gross receipts shall be excluded from the
sales factor. For example, gross receipts from the sale of a factory or plant
will be excluded.

7.17.7.2 Insubstantial amountis of gross receipts arising from
incidental or occasional transactions or activities may be excluded from the
sales factor unless such exclusion would materially affect the amount of income
appertioned te this State. For example, the taxpayer ordinarily may include or
axclude from the sales factor gross receipts from such transactions as the sale
of office furniture, businsss automobiles, etc.

7.17.7.3 Where the income producing activity of a taxpayer other
than a banking or financial idnmstitution in respect to businass income from
intangible personal property can be readily identified, such income is included
in the denominator of the sales factor and, if the income producing activity
occurs in this State, the numerator of the sales factor as well. For example,
usually the fncome producing activity can be readily identified in respect to
interast income received on deferred payments on sales of tangible property and
income from the sale, licensing or other use of ‘intangible personal property.

Where the business income from intangible property cannot readily
be attributed to any particular income producing activity of a taxpayer other
than a banking or financial finstitution, such income cannot be assigned to the
numarator of the sales factor for _any state and shall be excluded from the
denominator of the sales factor. For example, where business income in the form
of dividends received on stock, royalties received on patents or copyrights, or
interest recaived on bonds, debentures or government securities results from the
mere holding of the intangible personal property Dy the taxpayer, such dividends
and interest shall be excluded from the denominator of the sales factor,

7.18 Allocation of sales of tangible personal property.

7.18.1 Sales of tangible personal property ars in this State if the
property is received in this State by the purchaser, other than the United
States government, regardless of the f.o.b. point or other conditions of the
sale, In the case of delivery by common carrier or other means of
transportaticn, the place at which such property is ultimately received after
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all transportation has been completed shall te considered as the place at which
such property is received by the purchaser, regardless of where title passes or
cther conditions of sale. Direct delivery in this State, other than for
purposes of transportation, to a person or firm designated by the purchaser,
constitutes delivery to the purchaser in this State, and direct delivery outside
this State to a person or firm desfgnated by the purchaser does not constitute
delivery to the ‘purchaser in this S3tate, regardliess of where titie passes or
othar conditions of sale. The sales of tangible personal property are also in
this State if the property is shipped from an office, store, warehouse, factory
or other place of storage in this State and the purchaser is the United States

government.

7.18.2 ATl other sales of tangible personal property delivered or
shipped tc a purchaser within a state in which the taxpayer is not taxed are
excludad from the denominator of the sales factor.

7.18.2.1 ™Not +taxed in another state' means in that state the
taxpayer is not subject to a net income. tax, a franchise tax measured by net
income, a franchise tax for the privilege of doing business, or a corporation
stock tax or that a state has no jurisdiction to subject the faxpayer to a net
income tax.

7.19 Allocation of other sales.

7.18.1 Sales, other than sales of tangible personal property are in
this State if the income-producing activity is performsd in this State or the
income-producing activity is performed both in and outside this State and a
greater proportion cof the income-producing activity is performed in this State
than in any other state, based on costs of performance, or the sale constitutes
business income to the taxpayer, or the taxpayer is a financial organization not
having its commercial domicile_in this State, and in either case the sale is a
receipt described as atiributable to this State in W. Va. Code § 11-24-7b.

7.20 Financial organizations and other taxpayers with business activities
partially within and partially without this State. - Notwithstanding anything
contained in this Section 7 of these reguiaticns or the subsections thereof to
the contrary, in the case of financial organizations and other taxpayers, not
having their commercial domicile in this State, the rules of this section shall
apply to the apportionment of income from their business activities except as
expressly ctherwise provided in W. Va. Code § 11-24-7h.

7.21 The term ™income-producing activity" applies to each
separate item of income and means the transactions and activity directly engaged
in by the taxpayer 1in the regular course of fits irade or business for the
ultimate purpose of obtaining gain or profit. Such activity does not include
transactions and activities performed on behalf of the taxpayer, such as those
conducted on its behalf by an independent contractor. "Income-producing
activity" fncludes, but is not Timited to:

(1) rendering of personal services by employees with wutilization of
tangible and fintangible property by the taxpayer in performing a service; (2)
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the sale, rental, leasing, licensing or other use of real property; {3} ihe
sale, rental, leasing, licensing or other use of tangible personal property; or
(4) the sale, Ticensing or other use of intangible personal property. The mere
holding of intangible property is not, in itself, an income-producing activity:
Provided, That the conduct of the business of a financial organization shall
constitute an income-producing activity.

7.22 The term "cost of performance' means direct costs determined
in a manner consistent with generally accepted accounting principies and in
accordance with accepted conditions or practices in the trade or business of the
taxpayer.

7.23 Application and special rules.

7.23.1 Gross receipts from the sale, lease, rental or
licensing of real property are located in this State if the real property Is
Jocated in this State. ) ’

7.23.2 Gross recaipts from the sale, rental, Tease, or
licensing of tangible perscnal property are fn this State if the property is
located within this State. The rental, lease, Tlicensing or other use of

tangible personal property in this State is a separate fncome producing activity
from the rental, lease, Tlicensing or other use of the same property while
located in apothar state; consequently, if property is within and without this
tate during the rental, lease or licensing period, gross receipts gttributable
to this State shall be measuraed by the ratio which the days the property was
physically present or was used in this State bears o the total days of the
physical location or use of the property everywhere during such period. .

7.23.3 Example. - Taxpayer is the owner of ten railroad
cars. During the current tax year, the total of the days each railroad car was
present in this State was €0 days. The receipts attributable to the use of each
of the railroad cars in this State are a separate ftem of income and shall be
determined as follows: )

10 cars ¥ 60 days each

365 days in 1 year X 10 cars X Total receipts =

Receipts attributable to this State.

7.23.4 Gross receipts for the performance of personal
seryices are attributable to +his State to the extent such services are
performed in this State. If services relating to a single item of income are
performed partly within and partly outside of this State, the gross receipts for
the performance of such services shall be attributable to this State only if a
greater proportion cof the services was performed in the state, based upon costs
of performance. Usually, where services are performed partly within and partly
outside of this State, the services performed in each state will constitute a
separate finceme producing activity; in such case the gross receipts for the
nerformance of services atiributable to this State shall be measured by the
ratio which the time spent in performing such services in this State Dbears to
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the total time spent in performing such services .everywhere. Time spent 1n
performing services includes the amount of time expended in the performance of a
contract or other obligation which gives rise te such gress receipts. Personal
service not directly connected with the performance of the contract or other
obligation, as for example time spent in negotiating the contract, is excluded
from the computations. ' i ’ |

7.23.5 Example. --Taxpayer, a road show, gave theatrical
performances at various Jocations in State X and in this State during the tax
period. A1l gross receipts from performances given in this 3State are

attributable to this State as each performance is a separate income producing
activity.

7.23.6 7 Example. - Taxpayer, a public opinion survey
corporation, conducted a poll by its employees in State F and in this State for
the sum of $10,000. The project required 800. man hours to obtain the basic data
and to prepare. the survey report, Three hundred of ths 800 man hours were
expended in this State. The receipts attributable to this State are: 300/800 X
$10,000 =$3,750. : : , o :

7.23.7 Example. - Boil \Laboratories, Inc. performs
certain medical tests. Boil Laboratories is located in Virginia, where all
analysis is performed. Becil Labs also has a Jocaticn in this State where tissue
specimen are collected, as well as a truck and routeman ¥n this State who
collects samples from various doctor's offices and hospitals. Boil Labs has a
similar sst-up in Virginia. It costs Boil Labs 318 to analyze each specimen.
A1l but 35 of the %18 of these costs are incurred in the State of Virginia.
Each sample or specimen is a separate income-producing activity and is rot thea
sale of tangible personal property. Since the income-producing activity is
performed beth in and ocutside of this State, and a greater proportion of the
income producing activity 1s not performed in this State, then none of the
charges for the analysis of samples or specimens drawn in this State will be
included as sales in this State for purposes of the sales factor.

7.24 Other methods of allocation and apportionment.

7.24.1 If the allocation and apportionment provisions of W. Va.
Code § 11-24-7(d) and (e) dec.not fairly represent the extent of the taxpayer's
business activities in this State, the taxpayer may petition for, or the Tax
Commissioner may require, fn respect to all or any part of the taxpayer's
business activities, if reascnable: (1) separate accounting; (2) exclusion of
one or mere of the factors; (3) inclusion of one or more additionail factors
which will fairly repraesent the taxpayer's business activity in this State; or
(4) the employment of any other method, including a unftary basis, to effectuate
an equitable allocaticn or apportionment of the taxpayer’s income.

7.28.2 In order for a taxpayer to reguest an alternative method of
allocation and apportionment, or of allecation or apportionment, a taxpayer
shall do so by filing a petition. This petition shall be filed no later than
the due date of the annual return for the taxable year for which the alternative
method is requested, determined without regard to any extension of time for
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filing such return, and the petition shall fdnclude & statement of the
petitioner's objections to the statutory method of allocation and apportionment
or of allecation or apporticnment and a statement of the alternative method of
allocation or apportionment as it believes to be proper under the circumstances
with such detail and prcof as the Tax Commissioner may raguire.

7.24.3 Alternative method for public utiiities.

7.24.3.1 If +the ‘taxpayer is =a public utility and if the
allocation and apportiorment provisions of Subsections (d) and (e) of West
Virginia Cede § 11-24-7, do not fairly represent the taxpayer's business
activities in this State, the taxpayer may petition for, or the Tax Commissioner
may require, as an alternative to the other methods proyided for in paragraph
(1}, Subsection (h) of W. Va. Code § 11-24-~7, the allocation and apportionment
of the taxpayer‘s net income 1in accordance with any system of accounts
prescribed by the West Virginia Public Service Commission pursuant to the
provisions of West Virginia Code § 11-24-8, provided the allocation and
apportionment provisions of such system of accounts fairly represent the extent
of the taxpayer's business activities in this State for the purposes of the tax
imposed by W. Va. Code § 11-24-1 et seq.

7.24.4 Unitary methods.

7.24.4.1 A taxpayer may reguest to file on a unitary basis in
accordance with the rules set forth herein.

7.24.4.2 Determination of a Unitary or Separate Business.

7.24.4.2.3 A corporztion subject to tfaxation may be
engaged in more than one "trade.or business." In such cases, it s necessary to
determine the business .income attributable to each separate trade or business.
The income of each business is then apportioned by a fermula which takes into
consideration the instate and out-of-state Tacters which relate to the
respective trade or bDusiness subject to apportionment.

7.28.4.2.b In addition, a corporation may be engaged in
a single trade or business in combination with another commonly owned and
controlled corporation or covporations. In such cases, it is necessary to

determine the total business income of all such corporations atiributable to the
single trade or business. The combined income of the single trade or business
is then apportioned by formula which takes into consideratien the in-state and
out-of-state factors of each corporation which relate to that single trade or
business. .

7.24.4.2.¢ When business segments of a single
cerporation or the business activities of more than one corporation constitute a
single trade or Dusiness, such single trade or business {s said te constitute a
"unitary business.”

7.24.4.2.d A unitary business exists when the operations
of the business segments of a corporation or group of commenly owned and
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controlled corporations contribute to or depend con each other in such a way as
to result in  functional integratien between _such segments. Functional
integration refers to transfers between or pooling among business ssgments of
such items as products or services, technical information, marketing
information, distribution systems, purchasing and intangibies (such as patents,
copyrights, formulas, processes, trade secrets, and the 1ike) in a manner which
substantially affects the segments' business operations related to such
activities as development, manufacture, production, extraction, distribution or
sale of its products or services. : B

7.24.4.2.e Fvidence of functionally integrating factors.
- The determinaticn of whether or not the cperations of business segments are
functionally integrated will turn on the facts and circumstances of the case.
Several factors may evidence that the _operations of business segments are
functionally integrated. A non-exclusive list of such factors is feound below in
paragraph 7.24.4.2.f of this Subsection. Generally, several functionalily
integrating factors will exist in_a_unitary business, although a unitary
business may exist as a result of few factors or even cne factor, if the factor
or factors invelved are particularly significant. In determining whether a
unitary business exists factors should not be examined . in isolation. Instead,
it should be determined whether the facters which are present, in combination,
resuit in a functionally integrated business. In addition, the presence or
absance of any one factor or any particular facters 1is not necessarily
determinative as to whether 2 unitary business exists, although absence of all
of the factors described by subparagraphs 7.24.4.2.f.1 through 7.24.4.2.f.5 of
paragraph 7.24.4.2.f of this Subsection will generally result in a finding that
2 unitary business dces not exist.

7.24.4.2.F Functionally integrating factors. - A
non-exclusive listing of factors to be considered in determining whether
business sagments are functfonally integrated appears below.

7.24.4.2.F.1 Intercompany sales, exchanges, or
transfers.

7.24.4,2.f.1.a Sales, axchanges, or transfers
(hereinafter "sales") of products, services, intangibles or the like between
business segments are important dindicia of functional integration. The
significance of fintercompany sales will be a function of both the character of
the items sold and percentage of total sales or purchases represented by the
intercompany sales. Ifitercompany sales at a given Tlevel take on greater
significance if there fs & Timited sales or_ purchasing market Tor such items or
if valuable trade name or other intangibles are associated with such sajes, or
both.

7.24.4.2.7,1.b The fact that intercompany sales
are at a readily determinable market price does not negate the importance of
such sales as a functionally integrating factor, because such sales generally
represent an assured market for the seller and a guaranteed source of supply for
the purchaser,
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7.24.4.2.f.1.c As the percentage of intercompany
sales to the total sales cof the selling segment increases or as the percentage
of intercompany purchases of the purchasing segment's total purchases increases,
the more important such purchases and sales become as a unitary factor.

For purposes of this subparagraph, where goods, services, or intangibles
are transferred without charge, percentages of cost {or cost of goods sold) may
be used in lieu of percentage of sales or purchases. For purposes of this
subparagraph, management stewardship activities are not considered an
intercompany sale or transfer of services. Generaily, fintércompany sales or
purchases in excess of 10% will be considered a significant, although not
necessarily determinative, unitary factor. Sales of less than 10% become
relatively less significant as the percentage of sales declines, but a small
percentage of sales may nevertheless be considered significant if the sales
represent geoods or services which are particularly important tc the purchaser's
opearations.

7.24.4.2.f.1.c.1 Example. - Business
segments A and B are commonly owned and contro]?ed Segment A grows citrus and
other fruit. Segment B manufactures soft drinks. A sells to B oils axtracted
from the skin of a special variety of fruit for use in B's soft drinks, This
0il is not significantly available from other sources. The sales represent only
a small portion of A's total sales and B's total purchases. The unusual flavor
produced by the oil is a major factor in the character of the soft drink.
Consumer taste tests demonstrate a strong preference for the scft drink with
this o0il as an ingredient. The intercompany sales between A and B would be
considered a significant unitary factor.

7.24.4.2.¥.1.d Sales, exchanges or  transfers
between business segments may be disregarded where intercompany sales are used
as a device to assert unitary combination for tax avoidance purposes,

7.24,4,2,¥.2 Common marketing.

7.24.4.2.f.2.a When business segments share
substantial commen marketing features, such features can be an important
characteristic of functional fintegration when such marketing results in
significant mutual advantage. For this purpose, commen marketing exists when a
substantial portion of the business segments' products, services, intangibles,
or the like are distributed or sold to a common customer, or the business
segments use a commen trade name or gther common 1dent1r1cat1on and such common
identification is a s1gn1f1cant factor in purchasers' decisions to purchase the
respective products or services.

7.24,4.2.7.2.a.1 Example. - Business
segments A and B are commenly owned and controlled. A manufactures small tools
and garden implements. B manufactures auto rep1acement parts and accessories.
Both A and B jointly seil a substantfal portion of both segment's total
production te various hardware store chains, which then sell both product lines
tc the public. As a result of .such common sales, both segments are abls to
obtain preference on shelf space and greater merchant participation in product
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promotion of each segmert. Such common sales would be considered a functionally

integrating facter. -
7.24.4.2.f.2.2.2 Example. - Commenly owned
and controlled segments A, B, and C manufacture furniture, carpeting, and
household appliancas, respectively. All three product Tlines are sold under the
name "Alpha" which is a nationally recognized trade name. A, B and C jointly
participate in advertising te portray the "Alpha" name as a symbol of quality
and value. PBzased on consumer studies, the "Alpha" name is a significant factor
in the consumer's decision to purchase the respective products. The common use
of the trade name "Alpha" would be considered a functicnally integrating factor.

7.24.4,2.f.2.b Common use of an advertising agency
does not constitute common marketing, absent circumstances described above. In
addition, shared use of a commonly owned and controlled business segment which
provides advertising services ..is net common marketing described by this
subparagraph, absent circumstances described above. {See subparagraph
7.24.4.2.f.7 of this paragraph}.

7.24.4.2.f.3 Transfer or pooling of technical
information. - Evidence of functional integration may be indicated by transfers
or pocling of technical information, know-how, or research and development, if
such transfer or pooling represents a significant economy of scale or the
information shared is particularly important to the segments' operations.

7.28.4,2.f.4 Common distribution system. - Business
segments may demonstrate evidence of functional integration by use of a common
distribution system, under which inventory control and accounting, storage,
trafficking and transportation are controlled through a-common network.

. 7.24.4.2.f.5 Common  purchasing. - Evidence of
functicnal dintegration may be indfcated by common purchasing of substantial
quantities of products, services intangibles, or the Iike from the same source,
where such purchasing results in a significant economy of scale, or where such
products, services, intangibles, or the like are not readily available from
other sources and are particularly important to each segment's operations or
sales. _ - , A : - :

7.24.4.2.7.6 Centralized management.

i 7.24.4,2.7.6.a CentraTization of management exists
when directors, officers and/or management employees Jointly participate in
management decisions_ which _significantly affect the respective business
segments. Transfer of officers or management employees between business
segments may also provide evidence of centralization of management.

7.24.4.2.f.6.b The mere presence of centralized
management is not sufficient to support a finding that the operations of
commonly owned and controlled business segments are functionally integrated.

Only those centralized managsment activities which contribute to the integration

of the operations under consideration constitute a functionally integrating
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factor. Centralized efforts to fulfill invesiment stewardship responsibilities,
such as the implementation of a uniform system of internal controls, or
regulatory reporting reguirements, such as the establishment of centralized .
information processing, will not be determinative for this purpose. :

7.24.4.2.f.6.b.1 Example. - Business
segments A, B, C, D, and E are commonly owned and parts of a large natianwide
conglomerate. Segments A, B, C, and D manufacture clothing, furniture, musical
instruments, and bakery products, respectively, Segment E is a book publisher.
The managers of E receive monthly financial reports from each of the segments,
review and approve budgets of each segment, review and approve major
acquisitions and new product lines o¢f each segment, review and approve hiring
and firing of managers of each segment, and provide for intercompany financing.
Nene of the respective segments has intercompany sales, common marketing,
pecoling of technical knowledge, a2 common distribution system, or common
purchases with any other segment. Due to the absence of significant functional
integration among each of the respective segments, each business segment
constitutes a separate tfrade or business.. . - ’

7.24.4,2.f.5.c Centralization of management s
more significant as a unitary factor when business segmants are engaged in the
same general line of business or constitute steps 1in a vertically integrated
enterprise than in other bDusiness contexts, because of the opportunity the
respective segments have in making use through such central management of
readily transferable knowledge and expertise of the operations of the other
segment, and developing coordinaticn between the business segments.

7.24.4.2.f.7 Other factors. - Functional integration
of business segments will generally not be evidenced by such factors (alons or
in combination with other factors described by this subparagraph) as commen or
intercempany financing (other than between financial institutiens};, advertising
(in the absence of commen marketing described by subparagraph 7.24.4.2.1.2 of
this paragraph), labor relations, warehousing (in the absence of a central
distribution system described by subparagraph 7.24.4.2.f.4 of this paragraph},
pension plans, insurance, and personnel recruitment.

Uowever, where a factor or factors described by
subparagraphs 7.24.4.2.f.1 through 7.24.4.2.f.5 of 'this paragraph do not clearly
demonstrate that functional integration exists, the factor or factors described
in this subparagraph may, in combination with the factors described 1n
subparagraphs 7.24.4.2.f.1 through 7.24.4.2.f.5 of this paragraph, demonstrate
sufficient additional evidence of functional integration to warrant a finding
that a unitary business exists.

7.24.4.2.f.8 Factors accorded Tittle weight. -
Factors such as common legal services, accounting, tax administration, and
financial vreporting will generally be accorded 1little weight in the
determination of whether business segments. are functionally integrated.

7.24.4.2.4 The presence of a unitary business will be
presumptively shown by the presence cf the following:
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7.24.4.2.9.1 Same general 1ine of business: There is
2 strong presumption that a corporation or a commonly owned and centrolled group
of corporations is engaged in a unitary business when its activities are in the
same general line. For example, a corporation which operates a chain of retail
grocery stores will almost always be engaged in a unitary business.

7.24.4.2.g.2 Steps in a vyertical process: . A
corporation or a commonly owned or controlled group of corperations is almost
always engaged in a unitary business when its various divisions or segments are
engaged in differedt steps in a vertically structured enterprise. For example,
a corperation which explores for and mines copper ores; concentrates, smelts and
refines the copper ores; fabricates the refined copper finto consumer products
and distributes such products (whether by fintercompany fee or purchase, or
without charge) is engaged in a unitary business, regardless of the fact that
the various steps in the process are operated substantially independently of
each other with only general supervision from the corporaticn’s executive

offices. ;

7.24.£.2.h Business segments which are neither in the
same general line ror steps in a vertical process are presumptively engaged in
separate businesses, absent a determination that the respective segments are
functienally integrated.

7.24.4.2.4 in the eyent that a business segment is
functicnally integrated with a second business segment and the second business
segment is functionally integrated with a third business segment, the first,
second and third business segments constitute a unitary business notwithstanding
the fact that the first and third business segments are nct functionally
integrated with each other. The preceding sentence shall not apply where the
second business segment’s functional integration is not substantial viewed from
the perspective of either the first or third business segment.

7.24.4.2.4.1 Example. - Business segments A, B, and C

are commoniy owned and controlled. A is an architectural firm. B is a
construction company which builds office and apartment buildings. C is =a
manufacturer of finished steal. A provides architectural services to B,

representing half of the total architectural services it provides. C designs,
fabricates, and sells the superstructures used in the construction of B's office
and apartment buildings. The stesl superstructures constitute 20% of B's
construction purchases. A and € have no intercompany sales, common marketing,
nooling of téchnical knowledge, common distribution system or commen purchases.
Nevertheless, A, B, and C constitute a unitary business because B fIs
functionally integrated with both A and C.

7.24.4.2.7.2 Example. - Business segments A, B, and C
are commonly owned and controlled. A is in the business of oil exploration,
axtraction and refining. B is a charter air transportation company. C produces
motion pictures. A and C have no intercompany sales, common marketing, pooling
of technical knowledge, or common distribution system. A uses B's service for
transperting oil executives, engineers and geologists toc remote oil exploration
and drilling sites. C uses B's services for flying movie executives and actors
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to movie Tlocations and business meetings. A and C's.common purchases are
Timited to the transportation services provided by B. A's use of B's service
constitute 20% of B's total charter sales. C's usaz of B's service constitutes
40% of B's _total charter sales. However, B's service represents Tless than a
hundredth of a percent of A's total purchases and only twe tenths of a percent
of C's total purchases. Despite the fact that B is functionally integrated with
both A and C, A, B, and C do not constitute a unitary business.

7.24.4.2.3 Where the taxpayer asserts that business
segments are unitary, the taxpayer shall have the burden of proof. Failure by
the taxpayer to produce requested evidence which Ties within the control of the
taxpayer gives rise tc a presumption that the evidence would be unfaverable 1f
provided. : ' ' : -

7.24.5 __ Burden of proof.

7.24.5.1 In any proceeding bafore the Tax Commissioner or in any
court in which employment of one of the methods of allocation or apportionment
provided for in paragraph (1) or (2), Subsecticn (h), of W, Va. Code § 11-24-7
is sought, on the ground that the allocation and apportionment provisions of
Subsections (d) and (e) of W. Va. Code § 11-24-7 do not fairly represent the
extent of the taxpayer's business activities in this State, the burden of proof
shall: (1) If the Tax Commissioner seeks employment of one of such methods, be
on the Tax Commissioner, or (2) if the taxpayer seeks empioyment of one of such
other mathods, be on the taxpayer.

§ 110-24-7a. Special Apportionment Rules For Motor Carriers.

7a.1 Motor carriers of property or passengers shall appertion the business
income component anrd the nonbusiness fincome component which is not allocated
pursuant to W. Va. Code & 11-24-7 of their adjusted federal taxable incoms of
this State by the use of the ratio which their total vehicle miles in this State
during the taxable year bears to .total vehicle miles of the corporation
everywhere during the taxable year, except as otherwise provided.

7a.2 Definitions for purposes of this Section.

7a.2.1 "etor carrier" means any  corporaticen engaging in  the
transportation of passengers or property or both, for compensation by motor
propelled vehicle over vroads in this State, whether traveling on a scheduied
route or otherwise. -

72.2.2 "Vehicle mile" means the operation of a motor carrier over a
distance of one mile, whether owned or operated by a corporation.

7a.3 When special apportionment rules for motor carriers inapplicable.
7a.3.1 If a motor carrier neiither owns nor rents real cor tangible

personal property located in this State, has made nc pick-ups or deljveries in
this State, and has traveled less than fifty thousand vehicle miles in this
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State during the taxable year, then the special apportionment rules in W. Va.
Code § 11-24-7a shall not apply.

7a.3.2 If a motar carrier neither owns nor rents zny real or
tangible personal propérty located in this State, except vehicles, and makes no
more than twelve trips intc or through this State during a taxable year the
special apportionment rules shall not apply.

7a.3.3 Mileage +traveled under fifty thousand miles or mileage
traveled in this State during the twelve trips into or through this State may
not represent more than five percent of the total motor vehicle miles traveled
in all states during the taxable year.

§ 110-24-7b.  Special Apportionment Rules - Fimancial Organizations.

7b.1 General. -~ The lLegislature has found that the general formula set
forth in W. Va. Code § 11-24-7 for apportioning the business dncome of
corporaticns taxabie in this State as well as in another state is inappropriate
for use by financial organizations due to the particular characteristics of
those organizations and the manner in which their business s conducted.
Accordingiy, the general formula set forth in W. Va. Code § 11-24-7 may not be
used to apportien the business income of such financial organizations, which
shall use " dniy the apportionment formula and methods set forth in W. Va. Code
§ 11-24-7b for taxable years beginning after Dacember 31, 1390.

7b.2 Financial organizations with business activities partially within and
partially without this State. - A financial! organization not having its
commercial demicile in this State shall apportion the business income component
of its federal taxable income (as adjusted by W. Va. Code § 11-24-6) to this
State as provided in this Section 7b and the subsections thereof if it regularly
engages in business in this State.

7b.2.1 Nexus  presumptions and exclusions. - A financial
organization is presumed to bhe regularly engaging in business in this State if
during any year it obtains or solicits business with twenty or more persons
within this State, or if the sum of the value of its gross receipts attributable
to sources in this State equals or exceeds one hundred thousand dollars.
However, gross receipts from the foilewing types of property (as well as those
contacts with this State_ reasonably and exclusively required to evaluate and
complete the acquisition or disposition of the property, the servicing of the
property or the income from it, the collection of income from the property, or
the acquisition or Tiquidation of collateral relating to the property) shall not
ge a factor in determining whether the owner is engaging in business in this

tate: :

7b.2.1.17 An interest. in a vreal estate mortgage investment
conduit, a real estate investment trust or a regulated investment company;

7b.2.1.2 An interest 1in a loan backed security representing
ownership or participation in a pocl of promissory notes or certificates of
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interest that provide for payments in relation to paymenis or reasonable
projections of payments on the notes or certificate;

76.2.1.3 An dintarest in a loan or other asset from which the
interest is attributed tc a consumer loan, a commercial Jeoan or~a secured
commercial loan, and in which the payment obligations were solicited and entered
into by a person that is independent, and not acting on behalf, of the owner;

76.2.1.4 An dinterest in the right to service or collect income
from a loan or other assét from which interest on the loan is attributed as a
ioan described in the previous paragraph, and in which the payment obligations
wera solicited and entered into by a person that is independent, and not acting
on behaif, of the owner; and

75.2.1.5 Any amounts held in an escrow or trust account with
respect to property described above.

7b.2.2 Definitions. - For purposes of this subsection:
7b.2.2.1 "Deposit" means:

7b.2.2.1.a The unpaid balance of money or its equivalent
received or held by a financial organization in the usual course of business and
for which it has given or it is obligated to give credit, either conditionaliy
or unconditionally, tc a ccmmercial, checking,; savings, time or thrift account
whether or not advance notice is required to withdraw the credit funds, or which
is evidenced by a certificate of deposit, thrift certificate, investment
certificate or certificate of indebtedness, or other similar name, or a check or
draft drawn against a deposit account and certified by the financial
organization, or a letter of credit or a traveler's check on which the financial
organization is primarily liable: Provided, That without 1imiting the generality
of the term "morey or its equivalent," any such account or instrument must be
regarded as evidencing the receipt of the equivalent of money when credited or
issued in exchange for checks or drafts or for a promissory note upon which the
persen obtaining any such credit or instrument is primarily or secondarily
Jiable or for a charge dgainst a depesit account or fin settlement of checks,
drafts or other instruments forwarded to such bank for collection;

75.2.2.1.b Trust funds received or held by such
financial organization, whether held in the trust department or held or
deposited in any other department of such financial organization;

ib.2.2.1.¢c Money received or held by a financial
organization or the credit given for monesy or its equivalent received or held by
a financial organization in the usual course of business for a special or
specific purpose, regardless of the legal relationship thereby established,
including, without being limited to, escrow funds, funds held as security for an
obligation due the financial organization or other (dincluding funds held as
dealers reserves) or for securities Tcaned by the financial organization, funds
deposited by a debtor to meet maturing obligations, funds deposited as advance
payment on subscriptions to United States Government securities, funds held for
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distribution or purchase of securities, funds held to meet 1its acceptances or
Tetters of credit, and withheld taxes: _Provided, That there shall not be
included funds which are received by the financial corganization for immediate
application to the reduction of an indebtedness %o the receiving financial
organization, or under condition that the receipt thereof immediately reduces or
extinguishes such an indebtedness;

7b.2.2.1.d Outstanding drafts (including advice or
authorization to charge a financial organization's balance in another such
organization), cashier's checks, money orders or other officer's checks issued
in the usual course of business for any purpose, but not including those issued
in payment for services, dividends or purchases or other costs or expenses of
the financial organization itself; and

7h.2.2.1.e Money or its equivalent held as a credit
balance by a financial organization on behalf of its customer if such entity is
engaged in scliciting and holding such balances in the reguiar course of its
business. :

7b.2.2.2 "Saies" means:

For purposes of apportionment, the "sales" of a financial organization
shall mean the gross receipts described in the gross receipts factor in this
subsection, regardless of their source. L

7b.2.3 Commercial domicile - apportionment or credit. - Financial
organizations which do not have their commercial domicile in West Virginia shall
use the apportionment rules set forth in this section. Financial organizaticns
with their commercial domicile in West Virginia may not apportion their businass
income, but shall repert 21l net income to West Virginia without apportionment:
Provided, That any financial organizations with their commercial domicile in
West VYirginia shall be allowed the credit against their corporation net income
tax liability as described in Section 24 of this article.

7b.2.4  Apportionment rules. -
7b.2.4.% General methed. -

If a financial organization not having its commercial domicile in this
State is engaging in business both within and without this State, the porticn of
its net income arising from such business, which is derived Trom sources within
this State, shall be determined by apportienment in accordance with this
subsection. The apporticned net fncome shall be determined by multiplying net
income by the special gross receipts factor as defined in this subsection.
Neither the numerator nor the denominator of the gross receipts factor shall
include receipts from obligations described in W. Va. Code §§ 11-24-6(F)(1)(A),
(B), (C) and (D).

7b.2.4.2 Special gross receipts factor. - The gross receipts

factor is a fraction, the numerator of which is the total gross receipts of the
taxpayer from scurces within this State during the taxable year and the
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denominator of which is the total gross receipts of the taxpayer wherever earned
during the taxable year.

Numerator. - The numerator of the gross receipts factor shall include, in
addition to items otherwise “includable in the sales factor under W. Va. Code
§ 11-24-7, the following:’ - SRR

b.2.4.2.a | Receipts from the lease or rental of real or
tangible personal property (whether as the eccnomic equivalent of an extensiocn
of credit or otherwise) if the property is located in this State;

7b.2.4.2.b Interest income and other vreceipts from
assets in the nature of loans which are secured primarily by real estate or
tangible personal property if such security property is located in the State.
In the event that such sescurity property is alsoc Tocated in one or more other
states, such receipts shall be presumed to be from scurces within this State,
subject to rebuttal based upon factors described in rules to be promulgataed by
the Tax Commissioner, including the factor that the proceeds of any such Toans
were applied and used by the borrower entirely cutside of this State;

7b.2.4.2.¢c Interest income and other receipts from
consumer loans which are unsecured or are secured by intangibie property that
are made to residents of this State, whether at a place of business, by
traveling loan "officer, by mail, by telephone or other electronic means or
otherwise; - - ’ a '

7b.2.4.2.4d Interest 9income and other receipts from
commercial loans and installment obligaticns which are unsecured or are secured
by intangible property if and to the extent that the borrower or debtor is a
resident of or is domiciled in this State: Provided, That such receipts are
presumed to be from sources in this State and such presumption may be overcome
by reference to factors “described in rules to be promulgated by the Tax
Commissioner, including the factor that the proceeds of any such Tlcans were
applied and used by the borrower entirely outside of this State;

7b.2.4.2.e = Interest fincome and .other receipts from a
financial organization's syndication and participation in Ioans, under the rules
set forih in Sections 7b.2.4.2.a through 7h.2.4.2.d above;

‘ ib.2.4.2.7 Interest income and other receipts, including
service charges, from  financial dinstitution credit card and <travel and
entertainment credit card receivables and credit card holders' fees if the
borrowar or debtor is z resident of this State or_if the bBillings for any such
receipts are regularly sent to an address in this State;

7 70.2.4.2.9 Merchant  discount  income derived  from
financial institution credit card holder iransactions with a merchant located in
this State, In the case of merchants located within and without this 3State,

only receipts from merchant discounts attributable to sales made from locaticns
within this State shail be attributed to this State. It shall be presumed,
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subject to rebuttal, that the Tocation of a merchant is the address shown on the
invoice submitted by the merchant to the taxpayer;

7b.2.4.2.0 Receipts from the performance of services
which are attributed to this State if:

75.2.4.2.h.1 The service receipts are Tloan-related
fees, including loan servicing fess, and the borrower resides 1in this State,
except that, at the taxpayer's election, receipts from loan-related fees which
are either: (1) "Pooled" or aggregated for collective financial accounting
treatment; or (b) manually written as non-recurring extraordinary charges to be
processed directly to the general Tedger may either be attributed to a state
based upon the borrowers' residences or upon the ratio that total interest
sourced to that state bears to total interest from all sources;

76.2.4.2.h.2 The service receipts are deposit-related
fees and the depositor resides. in this State, except that, at the zaxpayer's
election, receipts from depesit related fees which are esither: (a) "Pooled" or
aggregated for collective ffinancial accounting treatment; or (b) manuaily
writter as non-recurring extracrdinary charges to be precessed directly to the
general ledger may eithar be attributed to a state based upon the depositers'
residences or upon the ratio that total deposits sourced to that state bears to

toctal deposits from all sourcesy

75.2.4.2.h.3 The service receipt is a brokerage fee
and the account hclder is a resident of this State;

75.2.4.2.1h.4 The service receipts are fess related te
estate or trust services and the astate's decedent was a resident of this State
immediately before death, or the grantor who either funded or established the
trust is a resident of this State; or

7b.2.4.2.h.5 The service receipt is associated with
the performance of any other service not fdentified above and the service is
performed for an individual resident of, or for a corporation or other business
domiciied in, this State and the eccnomic benefit of such service is received in

this Statie;

7b.2.4.2.1 Gross receipts from the issuvance of travelers

checks and money orders if such checks and money corders are purchased in this
State; and

Ib.2.4.2.7 A11 other receipts not attributed by. this
rule to a state in which the taxpayer is taxable shall be attributed pursuant to
the laws of the state of the taxpayer's commercial domiciie.

Denominator. - The denominator of the gross receipts factor shall include

all of the taxpayer's gross receipts from transactions of the kind included 1in
the numerator, but withcut regard to thefr sources or situs.
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7b.3 Method of filing. - Financial organizations subject te apportionment
under W. Va. Code § 11-24-7b(b) and Section 7b.2 and the subsections thereof of
these regulations shall file only separate tax returns, and may not file on a
consclidated or any other basis: Provided, That financial organization which are
members of an affiliated group may file on a consolidated basis if 211 members
of the affiliated group have their commercial demicile in this State..

§ 110-24-8. Accounting Periods And Methods Of Accounting.
8.1 Period of computation of West Virginia taxable income.

8.1.1 For purposes of +the tax Jimposed by this article, a
taxpayer's taxable year shall be the same as the taxpayer's taxable year for
federal income tax purpcses.

8.7 . Change of taxable year.

8.2.1 If a taxpayer's year is changed for federal income tax
purposes, the taxpayer's taxable year for purpesaes of this article shall be
similarly changed. B

8.3 Methods of accounting.

g

A8.3.1 Same aé federa1.

8.3.1.1 A taxpayer's method of accounting under this article
shall be the same as the taxpayer's method of accounting for federal fncome tax
purposes. In the absence of any method of accounting for federal income tax
purposes, West Virginiz taxable income for purposes of this article shall be
computed under such method that in the opinion of the tax commissicner clearly
raflacts such irncome.

8.3.2 Change of accounting methods.

8.3.2.1 If a taxpayer's method of accounting is changed for
federal income tax purposes, his method of accounting for purpcoses of this
article shall be changed so that it conforms to the method used for federal
income tax purposes. -

8.4 Adjustments.

8.4.1 In computing a taibayerfé West Virginia taxable income for
any taxable year under a method of accounting different from the method under
which the taxpayer's West Virginia taxable income for the previous year was
computed, there shall be taken idnto account those adjustments which are

determined, to be necessary sclely by reasen of the change in order to prevent
amounts from being duplicated or omitted. : .

8.5 Limitation on additional tax.

8.5.1 Change other than to installment method.
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g.5.1.1 If a taxpayer's method of accounting fis changed, other
than from an accrual to an installment method, any additional tax which resuits
from adjustments determined to be necessary soiely by reason of the change shall
not be greater than if such adjustments were ratably allocated and included for
the taxable year of the change and the preceding taxable years, not in excess of
two, during which the taxpayer used the method of accounting from which the
changs is made.

8.5.1.2 Procedure for determining tax 1liability under the
provisicns of West Virginia Code § 11-24-8(e}.

8.5.1.2.a Compute the tax for the current year using the
reguiar method, including determination of effective tax rate.

8.5.1.2.5 Multiply the dollar amount of the 1income
adjustment included in the West Virginia taxable income by the current year
effective tTax ratie. '

8. 5.1.2.¢c Pro-rate the adjustments over the current tax year
and over no more than two of the preceding tax years.

8.5.1.2.d Multiply the dollar amount of the adjustments
allocated to each of the years, tc the extent the adjustments were included in
West Virginia taxable income, by the effective tax rate applicabie tc each of
the years. :

8.5.1.2.d.1 Example. - Corperation K reported income
adjustments on Federal Form 1120 of $100,000. The effective tax rate for the
year is 9.675%. The 4ncome tax on the adjustments is $9,675 (3$100,000 x
.09675). The pro-ration over three years is:

1/3 of Proration - Tax
Adjustment Applicable Tax Reduction
Year Amount Tax Rate ~_ _ Amount
19%3 $33,333.33 x .0867% = $3,225
19x2 33,333.33 x .08Z5 = 2,750
19X1 33,333.33. x .067% = _ 2,250
$8,225

The tax 1iability reduction for the current year 1is
£9,675 - $8,225 = 31,450,

8.6 Change from accrual to installment method.

8.6.1 If a taxpayer's method of accounting is changed from an
accrual to an installment method, any additional tax for the year of such change
of method and for any subsaguent year which is atiributable to the receipts of
installment payments properly accrued in a prior year shall be reduced by the
portion of tax for any prior taxable year attributable to the accrual of such
installment payments. -
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8.7 Application of federal accounting adjustments.

8.7.1 Notwithstanding any of the other provisions of this Section,
any accounting adjustments made for federal income tax purpcses for any taxable
year shall be applied in computing fhe taxpayer’s taxapie inceme for such
taxable year.

8.8 Taxpayer currently on the installment method of accounting.

2.8.1 If a ta¥payer is using the instaliment method of accounting
on or before July 1, 1967, any tax for the year of the enactment of W. Va. Code
§ 11-24-1 et seq. and for any subsequent year which s attributable to the
receipts of instaliment payments properly accruéd in a period prior to the
enzctment of this article and which were subject to the privilege tax as imposed
by W. Va. Code § 11-13-1 et segq. shall, be reduced by the portion of such
privilege tax previcusly paid on such receipts.

§ 110-24-9,  Reserved For Future Use.
§ 110-24-9a. Severance Tax Credit Against Corporation Net Income Tax.

Sa.1 A credit is allowed against the primary corperation net income tax
equal to the amount of the taxpayer's liability for a taxable year for the
severance tax imposed in W. Va. Code § 11-13A-1 et seq. for taxabie years
beginning before COctober 1, 1990. This credit shall neot be available for tax
years beginning after September 30, 1980, '

Ca.?2 Limitations.

8a.Z2.1 The severance tax credit is limited to the smallest of the
following: ' . - : :

9a.2.1.1 The amount of the severance tax imposed.

9a2.2.1.2 Fifty percent of the amount of the Corporation Net
Income Tax before credits.

93.2.1.3 Fifty percent of the Corporation HNet Iincome Tax
15ability imposed upon net income derived from activity or activitiss subject to.
the severance tax.

92.3 If = taxpayer elects to take the severance tax credit, it shall make
an adjustment pursuant to W. Va. Code § 11-24-6 9increasing its federal taxable
income in the amount of the severance tax liability taken as a deduction for

federal income tax purposes for the taxable year.

9a.4 For purposes of the severance tax credit against the corporation net
income tax, the severance tax 1iability of a taxpayer is the severance tax
liability computed without reduction for the tax credit Tfor coal Toading
facilities, the tax credit for industrial expansion or the revitalization credit
allowed for such year.
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9a.5 Election.

8a.b.1 Instead of taking a severance tax credit a taxpayer may, at
its opticn, retazin the deduction for severance tax liability taken for federal
irncome tax purposes on its return for the taxable year.

9a,.6 Example. - Company A is engaged in coal mining and glass manufacture
in West Virginia.  Company A has a federal taxable fncome of $1,675,000, and a
West VYirginia net income of $1,500,000 after making the adjustments prescribed
in W. Va. Code § 11-24~6. After allocation and apportionment, the company has a
West Virginia taxable income of $750,000, of which $250,000 was derived from
coal mining in this State subject to the severance iax. Its severance tax
Tiability for the tax year is $36,000. After taking the coal Toading facilities
credit, the industrial expansion credit and the revitalization credit against
its severance tax liability, the company actually paid $4,500 in severance tax
1iability. The company may eslect to forego the severance tax credit and retain
the $4,500 deduction taken for federal income tax purposes. If the company
elects to take the severance tax credit, it must add back as an adjustment under
W. Va. Code § 11-24-6 the $4,500 taken as a deaduction for severance taxes on its
fedaral refarn for the taxable year. MNext, the company must calculate the
pertinent limitation. In this example, the corporaticn net income taxes on the
net income giving rise o the severance tax credit Is $23,625 ($230,000 net
income from coal mining multipiied by the applicable corporation net income tax
rate of $.45% percent). Fifty percent of this is $11,813. Thus, if Company A
elects to take the severance tax cradit, the credit will be Timited fo a maximum
of $11,813. Note that for purposes of the severance tax credit, the entire
sevarance tax liability without reduction for credits is used. The credit is
1imited to the Tlesser of: (1) the severance tax liability ($36,000.00); (2)
fifty percent of the overall corporation net jnceme tax Iiability ($750,000.00 X
tax rate(s) - 2); or (3) fifty percent of corporate net income tax ifability
attributable to the net income giving rise to the severance tax credit
{$250,000.00 X tax rate(s) - 2).

§ 110-24-9b. Reserved For Future Use.
§ 110-24-9¢. Research And Development Credit.
9c.1 Credit allowed.

: Sc.l.1 There is allowed a research and development credit against
the corporation net income tax.

9¢.2 Amount of credit and 1imitations.
8c.2.1 For property and services purchased for an eligible research
and development project the amount of allowable credit shall be equal ito ten
percent of the eligible investment made for. an eligible research and development
project. - — ' -

9c.2.2 The allowable credit shall be applied over a ten-year period
of one tenth of the amount thereof per taxable year, beginning with the taxable
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year in which the eligible fnvestment is first placed in service or used in this
State, or is expensed for federal Tncome tax purposes.

9c.2.3 No carryover to.a subsequent iax year or carryback to a
pricr taxable year is allowed for the amount of any unused poriion of any annual
credit allowance. Any unused credit is forfeited.

9c.2.4 The amount of the credit may not reduce by more than fifty
parcent the amount of the net tax 17ability of the taxpayver for the taxable
year., _

9c.2.5 No credit is allowed for any property purchased prior to
July 1, 1889. a o . T T '

8¢c.2.% Ho credit 1is allowed for any property purchased for an
eligible research and development project when such property 1is used to
determine the eligiZle investment for purposes of the industrial expansion or
revitalization credit against any tax or taxes, or for purposes of the business.
invastmant and Jjobs expansicn credit against any tax or taxes.

9c.2.7 If a taxpayer elects the research and development credit,
one-tenth of the entire amount of the eligihle investment upon which the credit
is predicated and which was taken as a deducticn in determining its taxable
incoma for the taxable year shall be an increasing adjustment to federal taxable
jncome under W. Va. Code § 11-24-6. - .

9c.3 Eligible investment.
8c.3.1 General.

9¢.3.1.1. The eligible or qualified investment in 2 research and
developmeni project shall be the sum of the applicable percentage of the cost of
land and depreciable property purchased for the conduct of an eligible research
and development project, which is placed in service or use in this State during
the taxable year, plus the amount of qualified research expenses deducted by the
eligible taxpayer for federal income tax purposes. For purpcses of the research
and development credit against the corporation net income tax, depreciabie
property inciudes property for which an election was made to expense such
property under Section 179 of the Internal Revenue Code of 1986.

9c.3.2  Applicable percentage of property.

9c.3.2.1 For purposes of the research and development credit,
the applicable percentage for land and depreciable property is:

Useful Life: Applicable Percentage:
Less than 6 years . . 33 173
6 years to less than 8 years . 66 2/3
8 years or more o - 100
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9¢.2.2.2 The useful life of any property is determined as of the
date such property is first placed in service or use within this State by the
taxpayer, determined in accordance with federal income tax law.

9c.3.2.3 Company X, Inc. purchased research and development
equipment in 1985, At that time, the equipment kad a ten year useful 1ife for
federal income tax purposes. Company X paid $50,000 for the property in 1885,
and expenssd $5,000 of the property in 1985, pursuant to Section 179 of the
Internal Revenue Code. Company X moves its research center to Charleston, West
Virginia in 1990. For purposes of the research and development credit, Company
X will use 33 1/3 as the applicable percentage, since the property had a useful
1ife of Jess than six vears when the property was first placed into service in
West VYirginiz. The entire $50,000 would count as depreciable property even
though the taxpayer expensed $5,000 pursuant to IRC § 179,

9¢.3.3 Cost of property.

9¢.3.3.1 The cost of each property purchased for the conduct of
an eligible research and development project shall be determined in accordance
with the following rules:

9¢.3.3.1.2 Trade-ins. - Cost shall not include the value
of property given in trade or exchange for the property purchased for conduct of
the research and development project.

9¢.3.3.1.b Damaged, destroyed or stolen property. - If
property is damaged cr destroyed by fire, flood, storm or other casualty, or is
stolen, then tha cost of replacement property shall not include any insurance
proceeds received in compensation for the Toss.

9c.3.3.1.c Rental property. - The cost of property
acquired by lease for a term of ten years or longer shall be one hundred percent
of the rent reserved for the primary term of the leass, not to eyxceed twenty
years, - :

8c.3.3.1.d Property purchased for multiple use. - The
cost of propérty purchased for muitiple business use incjuding direct use in the
conduct of an eligible research and development project, togsther with some
other business or activity not eligible under this Section, shall be apportionad
between such activities. The amount apportioned to the conduct of the eligible
research and development project shall be considered to be eligible investment
subject to the conditions and iimitations of this Section,

8c.3.3.1.e Self-constructed property. - In the case of
self-constructed property, the cost thereof shall be tha amount preoperly charged
to the capital account for deprsciation in accordance with federal fincome tax
Taw. ' '

9¢.3.3.2 Qualified research expenses. - For purposes of  this
Section: ' T
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9¢.3.3.2.a "Qualified research expenses" means the sum
of in-house and contract research expenses for qualified research, allccated to
this State, which are paid or incurred by the eligible taxpayer during the
taxable year in carrying on any trade or business taxable under W. Va. Code
§ 11-24-1 et seq. In no event may "qualified research expenses" include any
expense that must bDe capitalized and depreciaied for federal fncome tax
purposes, or any expenditure paid or incurred for the purpose of ascertaining
the existence, location, extent or guality of any deposit of cozl, limestone or
ather natural resource, including oil and natural gas.

9¢.3.3.3 "In-house research expenses’ means:

9¢.3.3.3.a Wages paid or incurred to an employee for
qualified services performed in this State by such smpioyee;

9c.3.3.3.b Amounts paid or incurred for supplies used in
the conduct of qualified rescarch in this State;, and

9¢c.3.3.3.¢c Amounts paid or incurred to another person
for the right to use personal property in the conduct of gqualified research in
this State.

9c.3.3.4 M"Qualified services” means services consisting of:

9c.32.3.4.a Engaging in qualified research in this State;
or

9¢.3.3.4.b Engaging in the direct supervisien or direct
support of research activities in this State, which constitute qualified
research.

If substantially all of the services performed by an
individual for the taxpayer during the taxable year consist of services meeting
the regquirements of subparagraph 9c.3.3.4.a or 9¢.3.3.4.b, the term "qualified
services' means all services performed by such individual for the taxable year.

8¢.3.3.5 "SuppTies" means any tangible property other than:
9c.3.3.5.2 Land or improvements to land; and

8c.3.3.5.b Property of 2 character  subject %o
depreciation for federal income tax purposes.

9¢.3.3.6 'Wages" has the meaning given to such term by Section
3401(a) of the Internal Revenue Code of 1886, as amended and as shown for each
employee on Federal Form W-2. In the case of self-employed findividuails and
owner-employees (within +the meaning of Sectfon 40I{c)(1) of said Internal
Revenue Code), the term "wages" includes the earned income (as defined in
Section 401(c)(2) of said Internal Revenue Code of such employse. The term
"wages" shall ndt include any amount _taken into account in determining the
federal targeted jobs credit under Section 5i{a) of said Internal Revenue Code.
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9¢.2,3.7 '"Contract research expenses" means:

9¢.3.3.7.a In general, sixty-five percent of any amount
paid or incurred by the taxpayer to any person (other than an employee of the
taxpayer) for gualified research.

%9c.3.3.7.b If any cocntract research expenses paid or
incurred during any taxable year are attributable to qualified research to be
conducted after the close of the taxable year, such amount shall be treated as
paid or incurred during the taxable year during which the qualified research is
conducted. . _ R

9¢.3.3.8 "Qualified research" means research and development
conducted for purposes vrelating to the technical, economic, financial,
engineering or marketing aspects of expanding markets for and increasing sales
of this State's natural resource products or manufactured products, or both:
Provided, That it shall not include:

9c.3.3.8.a Research or development conducted outside
this State:

8c¢.3.3.8.b Research or develcopment not directly related
to increasing the uses for and sales of this State's natural rescurce products
and industrial products;

9¢.3.3.8.¢c Research in the socizal sciences or
humanities; or

9-.3.3.8.d Research and development to the extent funded
by any grant, contract or otherwise by another person (or any governmental
entity).

9¢.3.4 Research by colleges, universities and certain research
organizations. = In general, sixty-five percent of the amount paid or incurred
by a corporation tec any nonprcfit educaticnal organization which is an
institution of higher education, (as defined in Section 3304(f) of the Internal
Revenue Code of 1986, as amended), an institution of higher education subject te
the jurisdiction of the West Virginia Board of Regents or any successor or
successors thereto, cor any other nonprofit organization exempt from federal
income taxes which is organized and operated primarily to conduct scientific
research and is not a private foundation for federa! income tax purposes for
research to be performed by such organization shall be treated as contract
research expenses. The preceding sentence shall apply only if the amount is
paid or incurred pursuant to a written vresearch agreement between the
corporation and the qualified organization.

8c.3.5 Standards for determining qualified research expenses. - In
prescribing standards for determining which research and development expenses
are considered to be West Virginia qualified research expenses for purposes of
this Section, the tax commissioner may consider:

49




State Tax Depariment . Lo
Title 110 - - .
Series 24 __

9c.3.5.1 The place where the services are performed;

S¢.3.5.2 The residence or business locatiom c¢f the person or
persons performing the services;

9¢.3.5.3 The place where qualified research supplies are
consumed; and

9¢.3.5.4 Other factors that the Tax Commissioner believes
relevant in determining whether or not the research and deveiopment expenses,
land and depreciable property were purchased and used for gualified research, as
defined in W. Va. Code § 11-24-1 et seq., during the taxable year.

§ 110-24-10. Reserved For Future Use.

§ 110-24-11. Credit For Reducing Electric And Natural Gas Utility Rates For
Low Income Residential Customers.

11.1 General.

11.1.1 A credit is allowed against the primary corporation net
income tax liability of a taxpayer which s a utility providing electric or
natural gas utility service to qualified customers (eligible taxpayers) for the
cost of providing electric or natural gas service or both to qualified Tlow
income residential customers, where such costs have not been reimbursed by any
other means. -

11.2 Definitions. = For purpose of this Section.

11.2.1 "Eligible taxpayer" means a utility which has provided
electric or natural gas service, or both, to qualified Tow-income residential
customers at special reduced rates.

11.2.2 UCost of providing electric or natural gas utility service,
or both, at special reduced rates" means the amount certified by the Public
Service Commissicn under the provisions of W. Va. Code § 24-7A-3 as the revenue
deficiency incurred by a public utility in providing special reduced rates for
electric or natural gas utility service, or both, as reguired by W. Va. Code
§ 24-2A-1 et seq.

11.2.3 "Special reduced rates" means the ratas ordered by the
public service commission under W. Va. Code § 24-2A-1 et seq.

11.2.¢ "Qualified Jow-income residential customers” means those
utility customers eligible to receive electric or natural gas utility service,
or both, under special reduced rates.
11.3 Amount of credit.

11.3.1 The amount of the credit available to any eligible taxpayer
shall be egual to its cost of providing electric or natural gas service, or
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hoth, at special reduced rates to qualified residential customers, Tess any
reimbursement of said cost which the taxpayer has received through any other
means.

11.4 When credit may be taken.

11.4.1 An eligible taxpayer may claim a credit for reducing
electric and natural gas utility rates for Jow-income residential customers on
its annual return for the taxable year in which it receives certification of the
amount of jts revenue deficiency frem the Public Service Commission. '

11.4.2 No credit for reducing electric and natural gas utility
rates for Jow-income residential customers may be claimed on any declaration of
astimated tax filed for such taxable year prior to the first day of Juiy of such
taxable year. “This credit may be claimed on a declaration or amended
declaration Filed on or after the first day of July of a taxable year only if
the amount certified will not be recovered by the business and occupation tax
credit allewed in W. Va. Code § 11i-13-3f. In this event, only that amount not
recoverad by that credit may be considered or taken as a credit when estimating
the corporation net fincome tax due. In no event may the eligible taxpayer
recover mere than one hundred percent of its revenue deficiency as certified by
the Public Service Commission,

11.5 Application of credit.
11.5.1 The credit for reducing electric and natural gas utiltity
rates for low income residential customers for a taxable year is not subject to

a fifty percentlimitatien. Any unused credit may be carried over and applied
against business and ¢ccupation taxes.

11.6 Copy of certification order.

i1.56.1 A copy of a certification order from the Pubiic Service
Commission shall be attached to any annual return on which this credit is taken.

§ 110-24~1la. Credit For Reducing Telephone Utility Rates For Low Income
Residential Customers.

1la.1 General.

112.1.1 A credit is allowed against the primary corporation net
income tax for the cost of providing telephone service at special reduced rates
to qualified Tow-income vesidential customers which has not been reimbursed by
any other means.

11a.2 Definitions for purposes of this section.
11a.2.1 "Eligible taxpayer" s a wutility which has provided

telephone service to qualified Tlow-income residential customers at special
reduced rates. - - - L

51




State Tax Departmant
Title 110 ~ o e
Series 24

1la.2.2 "Cost. of providing telephone service at reduced rates" means
the amount certified by the Public Service Commission under the provisions of
W. Va. Code § 24-2C-2 as the revenue daficiengy incurred by a telephone utility
in providing telephone serv1ce at spec1a1 reduced rates, as required by W. Va.
Code § 24-2C-2. , = T :

11a.2.3  "Special "reduced rates" means the rates ordered by the
Public Service Commission under tha authority of W. Va. Code § 24-2C-1.

1la.2.4 "Qualified low-income residential customers'" means customers
eligible to receive telephone service at special reduced rates.

11a.3 Amount of credit.

11a.3.1 The amount of the credit available to any eiigible taxpayer
shall be equal to its cost of providing telephone service at special reduced
rates to qualified Tow-income residential customers less any reimbursement of
stch cost which the taxpayer has received through any other means.

11a.4 When credit may be taken.

11a.4.1 An eligible taxpayer may claim a credit allowed for reducing
telephone utility rates for low-income residential customers on its annual
return for the taxable year for which it receives certification of the amount of
its revenue deficiency from the Public Service Commission.

Mo credit for vreducing telephone wutility rates for Tlow-income
residential customers may be claimed on any declaration of estimated tax filed
for a taxable year prior to the first day of July of that taxable year. This
credit may be claimed on a declaration or amended declaration filed cn or after.
July 1 of a taxable year if, and only if, the amount certified will not be
recovered by app71cat1on of the tax credit for reducing telephone utility rates
for certain low-income residential customers pursuant tc W, Va. Code & 11-13G-1
et seq. In such event, only that amount not recovered by the tax credit aliowed
by W. Va. Code § 11-13G-1 et seq. may be considered or taken as a credit when
estimating the tax due under. this article. In no event may the eligible
taxpayer recover more than one hundred percent of its revenue deficiency as
certified by the Public Service Commission.

11a.5 Application of credit.
11a.5.1 The credit allowable herein for a taxable year is not
subject to the fifty percent Timitation specified in W. Va. Code § 11-24-9. Any
unused credit may be carried over to the subsequent year and applied against the
eligible taxpayer s tax liability in the manner specified in W. Va. Code
§ 11-13G-5. B ) o L

1la.6 Copy of certification order.
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1la.6.1 A copy of the certification order from the Public Service
Commissicn shall be attached %o any annual return on which a credit allowed
herein is taken.

§ 110-24-12. Veteran's Incentive Tax Credit.

12.1 Every employer entitled %o receive a tax credit against its West
Virginia Corporation Net Income Tax 1iability as provided in W, Va. Ccde
§ 21A-2C-1 et seq. shall rédceive the credit for the perioed and in the amount
specified in W. Va. Code § 21A-2C-1 et seq.

12.2 Purpose.

12.2.1 The purpose of this credit is to. encourage employment in the
private sector of veterans of the Vietnam era and of the Korean Conflict through
a tax credit program for private secteor employers who empliocy economically
disadvantaged Vietnam era and Korean Conflict veterans and disabled veterans
generally. . '

12.3 Definitions for purposes of this section.

12.3.1 DActive duty" means fuli-time duty in the armed forces of
the United States of America, other than duty for training in the reserves or
national guard. Any period of duty for training in the reserves or national
guard, inciuding authorized travel, during which an individual was disabled from
a disease or injury incurred or aggravated in the line of duty, is considered
"active duty.”

12.3.2 "Economically disadvantaged" means & person who!

12.3.2.1. Receives, or is a member of a family which receives,
cash welfare payments under a federal, State or local welfare program; or

12.3.2.2 Has, or is a member of a family which has, received a
tctal family income for the six months prior to application which, in relation
to family size, ‘was not in excess of the higher of the poverty level determined
in accerdance with criteria established by the federal Office of Management or
Budget or seventy percent of the lower Tiving standard inceome level; or

12.3.2.3 Is.receiving food stamps pursuant to the Fcod Stamp Act
_oof 1877, or

12.3.2.4 Is a foster child on behalf of whom State or loca]
government payments are made; or

12.3.2.5 Is an adult handicapped individual whose own income

meats the requirvements of 12. 3.2.1 and 12. 3.2.2 of this definition, but who is
a member of a family whose income does not meet such requirements.
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12.3.3 "Korean Conflict veteran' means a person who served in the
armed services of the United States ath1§§sg_pqg_gay during the period of time
beginning June 27, 1950 and extending through January 31, 1955.

12.3.4 "Yateran” means a member of the United States armed forces
who served on active duty for a period of more than 180 days and was discharged
or veleased therefrom with other than a dishonorable discharge or who was
discharged and released from active dutyjrbecaUSe of a service _connected
disability.. e ' ' ' ’ T ' '

12.3.5 Mjistnam era veteran" means a persen who served in the armed
forces of the United States at least one day during the period of time beginning
August 5, 1964 and extending through May 7, 1975, '

12.4 Eligibility.

12.4.1 Each person, partnership or corporation which employs an
econocmically disadvantaged Vietnam era or Korean conflict veteran or a disabled
veteran for a continuous period of cne year is entitled to the tax credit
provided herein, subject to the terms and conditions set forth herein.

In the case of a corporation sc employing a veteran, the tax credit
provided for in this Section shall be applied against its corporation net income
tax 1iability. This tax credit shall be nonassignable and may not exceed an
employer's total_ tax 1iability with respect to the specific tax against which
the tax credit is required to be applied. o

12.5 Amount of credit.

12.5.1_  The amount -of the credit provided in Subsection 12.4 of
these regulations shall be an amount egual to the tota] of Subsections 12.5.1.1
and 12.5.1.2. of these regulations.

12.5.1.1 For each economically disadvantaged Vietnam era or
Korean conflict veteran employed for a continuous neriod of one year, the amount
of the tax credit allewed is thirty percent of such employee's wage base. For
the purposes of this Section, the employee's wage base is the first two thousand
dollars in wages or compensation actually paid to the employee by the empioyer.

12.5.1.2 For each disabled veteran employed for a continuocus period
of one year, the amount of the tax credit allowed is a nercentage of disability
suffered by the veteran multiplied by the emplcoyee's wage base. The employee's
wage basz is the same as provided in Section 12.5.1.1. The percentage of
disability referred tc in this Section means the percentage of compansaticn for
service-connected disability determined by the Veterans Administration of the

United States,

12.6 Restrictions and Timitations.
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12.58.1 An employer may not claim a tax credit provided for in this
article for any veteran employed for less than a continuocus peried of one year,
unless: . ' . :

12.6.1.1 The veteran voluntarily leaves employment with the
employer; or

12.6.1.2 The veteran becomes totally disabled and unabie to
continue his employment; or

12.6.1.3 The veteran is terminated for good cause shown.

In the event that the veteran is employed for Tless than a
one-continuous—year period due to circumstances enumerated in 12.6.1.1, 12.6.1.2
and 12.6.1.3 above, the employer shall be entitled to a partial tax credit in a
proportional amount corresponding to the ratic of the time period during which
the veteran was actually employed o the one-year period reguired for a full tax
cradit.

12.6.1.4 Example. - A disadvantaged Vietnam era veteran fis
employed by a taxpayer for 214 days before the veteran leaves employment with
the taxpayer for a new job with a different employer. During the time of his
employment the veteran was paid over two thousand dollars ($2,000) in gross
wages. e - - - S

Tha amount of the credit for the full year would have been 30% X 32,000 or
$600. The allowable credit for the partial year is 214/365 X $60C or $351.78.

i2.6.2 An employer may not ciaim tax credit provided for in this
article for any veteran who is employed and displaces a person already employed.
In addition, nc tax credit may be claimed for the employment of any veteran for
whom the employer is receiving job training payments from gither the federal or
State government. Nothing in this Section prohibits an employer from receiving
tax credits from both the federal and state governments under similar targeted
jobs programs if the employer is otherwise qualified to receijve both.

§ 110-24-13. Returns; Time For Filing.

13.1 On or befores the fifteenth day of the third month following the close
of a taxable year, an income tax return under W. Va. Code § 11-24-1 et seq.
shall be made and filed by or for every corporation subject to the tax imposed
by that article. ) i : :

§ 110-24-13a. Method For Filing.

133.1 Privilege to file.
132.1.1  An Y"affiliated group" of corporaticns, as defined for
purposes of filing a consolidated federal income tax return, is subject to the

provisions of W. Va. Code § 11-24-132 and this rule. Such an affilfated group
has the privilege of filing a consclidated return for a taxable year for
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purposes of the Corporation Net Income Tax. The making of a consolidated return
shall be upon the condition that all corporations which at any time during the
taxable year have been members of the affilfated group and which are included in
such return consent to the filing of such return. The filing of a consolidated
return shall be deemed as constituting, such consent. In the case of a
corporation which is a member of the affiliated group For a fractional part of
the year, the consolidated return shall include the income of such corporation
for that part of the year it is a member of the affiliated group.

13a.2 Election binding.

133.2.1 1f an affiliated group of corporations elects %o file a
consolidated return for the West Virginia Corporation Net Income Tax for any
taxable year ending after Junes 30, 1987, such election, once made, may not be
revoked by the taxpayer for any subsequent taxable year without the written
approval of the Tax Commissioner consenting to the revocation.

132.2.2 A taxpayer shall request a change in such election by 3
written communication. Such communication must be recefved by the Tax
Commissioner no later than one hundred days prior to the time the return is due,
with regard to extensions. i .

13a.3 Computation and payment of tax.

13a.3.1 In any case in which a consolidated return is filed, or is
required to be filed, the afffliated group shall be treated as the taxpayer or
in the case of parent/subsidiary consclidations, the parent shall be treated as
the taxpayer. o : - :

13a.4 ‘Consolidated return required.

13a.4.1 17 any affiliated group of corporations has not elected to
file a consolidated return, the Tax Cemmissioner may require such cerporations
to make a consolidated return in order to clearly reflect the taxabie income of
such corporation. ' - '

133.5 Special rule for consolidated filings where a taxable year
jncludes a time period prior to July 1, 198/.

133.5.1 Where a consclidated West Virginia Corporation Net Income
Tax return is filed for a taxable year that includes a time period prier to
July 1, 1987, and ends after that date, and the consolidated group includes a
corporaticn or corporations taxable for the entire period and a cerporation or
corporations that became taxable on July 1, 1987, a unigue situation exists. To
fairly and equitably determine the tax 1iability for the consolidated group for
the taxable year, the following method of computation may be necessary.

13a.5.1.1 A determination must be made as tc the composition of
the West Virginia taxable income, identifying, o the extent included therein,
the taxable income of the corporation or corporations subject to the West
Virginia Corporation Net Income tax for the entire filing period and the extent
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of the inclusion +therein of the taxable income of +the corporation or
corporations that become taxable on July 1, 1387. The total of those two
amounts should equal the West Virginia taxable income of the consolidated group.

A schedule showing the method used to determine the composition of the
West Virginia taxable income must be attached to the West Virginia reiurn filed.
For example, the schedule could show fhe federal taxable inceme of each
corporation as it was included in the consolidated federal return. The federal
taxzble income of each entity should then be adjusted for filing reguirements of
West Virginia Corporation Net Tneome tax law such as distribution within the
consolidated group of increasing and decreasing modifications to each entity as
applicable. The sum of the 'West Virginia taxable income” of all entities
should squal the West Virginia taxable income on the consolidated return.

The tax computation schedule (Schedule G) of the 1987 West Virginia
return can be usad to determine the tax liability, with modification. The West
Virginia taxable inceme used for the computation on line 5 (A) and (B) should
only be that part of the total West Virginia taxable income as earlier
determined to be the West Virginia taxable income of the corporation(s) subject
to the corporate tax for the entire taxable year. The West Virginia taxable
income used for the computation on line & (A) should be the total West Virginia
taxable income. The sum of these computations, after application of the pre

rate factor, is the tax 1iability for the taxable year.

§ 110-24-13b. Information Return For Corporations Electing To Be Taxed Under
Subchapter S.

13b.1 Every corporation electing to be taxed under subchapter S of the
Internal Revenue Code of 1986, as amended, shall on or before the fifteenth day
of the third month following the close of the taxable year file an information
return for each tax year, stating specifically the items of its gross income and
the deductions allowable, the names and addresses of all persons owning stock in
the corporaticn at any time during the tax yeéar, the number of shares of stock
owned by each shareholder at all times during the tax year, the amcunt of money
and other property distributed by the corporation during the tax year to gach
sharehoider, the date of each such distribution, and such other infermation as
the Tax Commissioner may prescribe on the tax forms. Corporations failing to
file information returns by the due date as prescribed in this Section shall be
subject to a penalty of fifty dollars for each failure to file, with such
penaity being collected as other penaities are collected by the tax
commissioner. o -

§ 110-24-14. Time And Place For Filing Returns And Paying Tax.

14.1 A person required to make and file a return ynder this article shall
pay ahy tax shown to be due by such return, without assessment, notice or
demand, to the tax commissioner on or before the date fixed for filing such
return determined without regard to any extension of time for filing the return.
Returns, statements, or any documents required to be filed under Ww. Va. Code
§ 11-24-1 et seq. and any payments required pursuant to W. Va. Code § 11-24-1 et
seq. shall be mailed to the State Tax Department in accordance with the
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instructions accompanying the returns or to the State Tax Department; Accounting
Division; Corporation Net Income Tax Sectfon; Post Office Drawer 1202;
Charleston, West Virginia 25324-1202, '

14.2 In circumstances where a remittance (or remittances) of tax
accompanying, or relating to a combined tax return for ‘both the business
franchise tax and the corporation net income tax is paid to the Tax Department,
whether in the form of separate chegks for each tax or in the form of a single
check or in any other form, the remfttance or remittances of tax shall first be
applied zgainst the taxpayer's corporation net income tax liability, and only
after the corporation net income tax 1iability has been fully satisfied will the
remainder of the said remittance or remittances then be applied against the
business franchise tax Tiability.

§ 110-24-15. Signing Of Returns And Other Documents.

15.1 Any return, statement or other document required to be made pursuant
to this article shall be filed in accordance with instructions prescribed by the
tax commissioner accompanying such return. The fact that an individual's name is
signed to a return, statement or other document shajl be prima facie evidence
for all purposes that the return, statement or other document was actually
signed by him. The fact that a return, statement or other document fs signed Dy
an officer of a corporation shall be prima facie evidence for all purposes that

such officer is authorized to sign on behalf of the corporation.

15.2 The making or filing of any return, statement or other document or
copy thereof required to be made or filed pursuant to this article, including &
copy of a federal vreturn, shall constitute a certification by the person,
corperation or officer making or filing such return, statement or other document
or copy therecf that the statements contained therein are true and that any copy
filed is a true copy. ) ' '

§ 110~-24-16. Declarations Of Estimated Tax.
16.1 Requirement of declaration.
16,1.1 Every corporation subject to tax under W. Va. Code § 11-24-1
et seq. shall make a deciaration of estimated tax for the taxable year if its

West Virginia taxable income can be reascnably expected to exceed ten thousand
dollars. T :

16.2 Definition of estimated tax.

18.2.1 The term ‘“estimated tax" means. the amount which a
corporation estimates to be its income tax under W. Va. Code § 11-24-1 et seq.
for the taxable year, less an amount which such corporation estimates to be the
sum of any credits ailowabie against the tax.

16.3 Contents of declaration.
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16.2.1 The declaration shall contain such pertinent information as
the Tax Commissioner may by forms or regulations prescribe, fincluding, but not
limited to, such detailed information as may be necessary to clearly reflect the
estimated West Virginia taxable income of the corporation for the taxable year.

15.4 Amendment of declaration.

16.4.1 A corporation may make amendments of a declaration filed
during the taxable year.

16.5 Time for filing declaration.

16.5.1 If the reguirements of Subsection 16.1 are first met before
the first day of the fourth menth of the taxable year a declaration of astimated
tax of a corporation shall be filed on or before the fifteenth day of the fourth
month of the taxable year, except that if the requirements of Subsection 16.1
are first met N

16.5.1.1 After the Tast day of the third month and before the
first day of the sixth month of the taxable year, the declaration shall be filed
on or before the fifteenth day of the sixth month of the taxable year, or

16.5.1.2 After the last day of the fifth month and before the
first day of the ninth month of the taxable year, the declaration shall be filed
on or before the fifteenth day of the ninth month of the taxable year, or

16.5.1.3 After the last day of the eighth month and before the
first day of the twelfth month of the taxable year, the declaration shall be
filed on or before the fifteenth day of the twelfth month of the taxable year.

16.6 Declaration of estimated tax of one hundred dellars or less.

16.6.1 A declaration of estimated tax of a corporation having a
tota] estimated tax for the taxable year of one hundred dollars or less.may be
filed at any time con or before the fiftesnth day of the first month of the
succeeding taxable year. '

16.7 Return as declaration or amendment.

16.7.1 If on of Bafore the fifteenth day of the second month of the
succeaeding taxable year a corporation files its return for the taxable year for
which the declaration is required, and pays therewith the full amount of the tax
shown to be due on the return:

16.7.1.1 Such return shall be considered as such corporation's
declaration, if no declaration was required to be filed during the taxable year,
but is otherwise required to be filed on or before the fiftesnth day of the
first month of tha succeeding taxable year.

16.7.1.2 Such return, if filed on or before such applicable date
shall be considered an amendment permitted by Subsection 16.4 if the tax shown
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on the return f{s greater than the estimated tax shown in a declaration
pravicusly made._

§ 110-24-17. Payments Of Estimated Tax.
17.1 Installment payments.

17.1.1 The estimated tax of a corporation with respect to which a
declaration is required shzll be paid as follows:

17.1.1.1 If the declaration is filed on or before the fifteenth
day of the fourth month of the taxable year, the estimated tax shall be paid in
four equal installments. The first installment shall be paid at the time of the
filing of 'the declaration, and the second, third and fourth instaliments shall
ke paid on the following 15th day of the sixth, ninth and twelfth months of the
taxable year, respectively.

17.1.1.2 If the declaration 1s filed after the 15th day of the
fourth month and not after the 15th day of the sixth month of the faxable year,
and is not required to be filed on or before the fifteenth day of the fourth
menth of the taxable year, the estimated tax shall be paid in three equal
installments. The first installment shall be paid at the time of the filing of
the declaration, and the second and third instaiiments shall be paid on the
following 15th day of the ninth and twelfth menths of the taxable year,
respectively.

17.1.1.3 If the declaratijon is filed after the fifteenth day of
the sixth month and not afiter the fifteenth day of the ninth month of the

taxable year, and is not required to be filed on or before the fifteenth day of .

the sixth month of the taxable year, the estimated tax shall be paid in two
equal installments. The first instaliment shail Dbe paid at the time of the
fiting of the declaration, and the second shalil be paid on the following
fifteenth day of the twelfth month of the faxable year.

17.1.1.4 If the declaration is filed after the fifteenth day of
the ninth month of the taxable year, and is not required to be filed on or
before the fi{fteénth day of the ninth month of the taxable year, the estimated
tax shall be paid in full at the time of the filing of the declaraticn.

17.1.1.5 If the declaration is filed after the time prescribed
therefor, or after the expiration of any extension of  time therefor,
subdivisions 17.1.1.2, 17.1.1.3, and 17.1.1.4 of this Subsection shall nct
apply, and there shall be paid at the time of such filing all instaliments of
estimated tax payable at or before such time, and the remaining installiments
shall be paid at the times at which, and in the amounts fin which, they would
have been payable if the declaration had been filed when due.

17.2 Amendments of declaration by any corporation.
17.2.1 If any amendment of a deciaration is filed by a corporation,

the remaining installments, if any, shall be ratably increased or decreased {as
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the case may be) to reflect any increase or decrease in the estimated tax by
reason of such amendment, and if any amendment is made after the fifteenth day
of the ninth month of the taxable year, any increase in the estimated tax by
reason thereof shall ba pafd at the iime of making such amendment.

17.3 Application to short taxable year.

17.3.1 This Section shall apply to a taxable year of Tess than
twalve months as well as twelve month years.

17.4 Installment paid in advance.

17.4.1 Any corporation may elect to pay any installment of iis
estimated tax prior to the date prescribed for its payment.

§ 110-24-18. __Extensions Of Time.
18.1 General.

18.1.1. .The Tax Commissioner may grant a reasonable extension of
time for payment of tax or estimated tax (or any installment), or for filing any
return, declaration, statement, or other document required pursuant to this
article, on such terms and cenditions as he may reguire.

18.2 Amount determined as deficiency.

ig.2.1 The Tax Commissioner may extend the time for payment of an
amount determined as a deficiency for a period not to exceed eightesn months
from the date designated for payment of the deficiency, and under exceptional
circumstances, for a further period not to exceed twelve months. An extension
under this Subsection may be granted only where it is established to the
satisfaction of the Tax Commissioner that the payment of a deficiency upon the
date designated for payment would result in undue hardship. No extension shall
be granted if any part of the deficiency 1is due to intentional disregard of
rules and regulations cor to fraud. R

18.3 Claims in bankruptcy or receivership proceedings.

18.3.1 Extension of time for payment of any portion of a claim for
tax allowed in bankruptcy, receivership or similar proceedings, which is unpaid,
may be granted subject to the same provisions and Timitations as in the case of
a deficiency in such tax.

18.4 Furnishing of security.

18.4.1 If any extension of time is granted for payment of any tax
or deficiency, the tax commissioner may reguire the taxpayer to furnish a bond
or other security in an amount not exceeding the amount for which the extension
of %ime for payment i3 granted on such terms and conditions as the Tax
Commissioner may raquire. B -
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§ 110-24-19. Requirements Concerning Returns, Notices, Records And Statements.
19.1 General.

19.1.1 The Tak Commissioner may set requirements as to the keeping
of records, the contents and form of returns and statements, and the filing of
copies of federal fincome tax returns and determinaticns. The Tax Commissfoner
may vreguire any corporation, by notice served upcn such corporation, to make
such returns, render such statemenis, or Kkeep such records, as the tax
commissioner may deem sufficient tc show whether or not such corperation fis
Tiable under this article for tax. ' )

19.2 Information of source.

18.2.1 The Tax Commissioner may prescribe finstructions requiring
returns of information to be made by any person, including lessees or mortgagers
of real or personal property,” fiduciaries, employers, and all officers and
empioyees of this State, or of any municipal corporation or poiitical
subdivicion of this State, having the control, receipt, custody, disposal or
payment of interest, rents, salarfes, wages, premiums, annuities, compensations,
remunerations, emoluments or other fixed or determinable gafns, profits or
income, except interest ccupons payable to beaver.

19.3 Notice of qualifications as receiver, etc.

1.3.1 Every receiver, trustee in bankruptcy, assignee for benefit
of creditors, or other like fiduciary shall give notice in writing of his
qualification as such to the Tax Commissioner within 80 days of qualification,
and shall attach a copy of his appointment as such fiduciary to such written
notice. Notice shall be sent to: The State Tax Commissioner, P. 0. Drawer
2389, Charlestcn, WV 25328, .

19.4 Federal return information.

19.4.1 . As part of a full and complete tax return, the taxpayer
shail provide:

19.4.1.1 A copy of pages one through four of its federa]
corporation income tax return, as filed with the Internal Revenue Service for
the taxable year; and

15.4.1.2 If a consclidated federal income tax return is filad
for the taxable year:

19.4.1.2.a ‘Supporting schedules showing the
consolidation of its income statement and balance sheets, including scheduies
supporting any eliminations and adjustments made to the income statement and
balance sheats;
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19.4.1.2.b A copy of Federal Form 851 as filed with the
Internal Revernue Service and supporting schedules displaying any subsidiary
corporations in which the taxpayer has stock ownership and

19.4.1.2.¢c A statsment explaining the relationship and
differances, if any, between the income statement and the balance sheet reported
for federal consolidated filing purposes and the income statement and the
balance sheet reported to this State under the tax imposed by W. Va. Code
§ 11-24-1 et seq.

§ 110-24-20. Report Of Change In Federal Taxable Income.

20.1 If the amount of a taxpayer's federal taxable income repcrted on fits
federal income tax return for any taxable year is changed or corrected by the
United States Internal Revenus Service or other competent authority, or as the
result of a renegotiation of a contract or subcontract with the United States,
the taxpayer shall file an amended West Virginia return %o report such changs or
correction in federal_ taxable income within ninety days after the final
determination of such change, correction or renegetiaticn, or as otherwise
required by tha tax commissioner, and shall concede the accuracy of such
determination or state wherein it is erroneous. Any taxpayer filing an amended
fadera]l income tax return shall also file within ninety days thereafter an
amended return under this article, and shall give such information as the Tax
Commissioner may require. The Tax Commissioner may by regulation prescribe such
exceptions to the requirements of this Section as he deems appropriate.

§ 110-24-21. Change Of Election.
21.1 General.

21.1.1 Any . elections made by a taxpayer in determining its
corporation net_income tax 1iability may be revoked, unless expressiy stated by
statuts to bz irrevocable.

21.2 Net operating losses.

21.2.1 iWhere a taxpayer elects to carryback a net operating loss
and such taxpayer had taken a business and occupation tax credit or severance
tax credit in a prior year to which a net operating Toss fis carried back, such
taxpayer may elect instead to take a deduction for that prior year. A taxpayer
may make such an election. for only those tax years for which the general statute
of limitations for filing amended returns claiming a refund as prescribed by
W. Va. Code § 11-10-14(1) has not run.

§ 110-24-22. Reserved For Future Use.
§ 110-24-23. Credit For Consumers Sales And Service Tax And Use Tax Paid.
23.1 The tax imposed by W. Va. Cocde § 11-24-1 et seq. shall be subject to

the credit set forth in W. Va, Code § 11-10-9b, and the credit set forth in
W. Va. Code § 11-15-3b.
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§ 110-24-23a. Credit For Quaiified Rehabilitated Buildings Investment.

A credit against _the_tax imposed by the provisions of W. Va. Code article
24, chapter 11 shall be allowed as follows: '

23a.1  Certified . historic structures. =~ For certified  historic
structures, the credit is egual to ten percent of qualified rehabilitation
expenditures as defined in § 47(c)(2), Title 26 of the United States Code, as
amended. This credit is available for both residential and nonresidential
buildings lecated in this State that are reviewed and approved for this credit
by the West Virginia Division of Culture and History and designated by the
National Park Service, United States Department of the Interior as "eertified
historic building," and further defined as-a "gqualified rehabilitated building,"
as defined under § 47(c)(1), Title 26, of the United States Code, as amended.

§ 110-24-23b. Definitions.

23b.1 "Certified historic structure' means any building Tocated in this
State that is listed individually in the National Register of Historic Places or
located in a registered historic district, reviewed by the West Virginia
Division of Culture and History and certified by the National Park Service as

being of historic significance to the district.

23b.2 Weartified rehabilitation" means any rehabilitation of a
certified historic structure that is reviewed by the West Virginia Division of
Culture and History, and certified by the National Park Service as being
consistent with the historic character of the property and, where applicable,
the district in which it is located. .

23b.3 "Historic district" means any district that is Tisted in the
National Register of Historic Places or designated under a state or local
statute which has been certified as containing criteria which will substantially
achieve the purpose of preserving and rehabilitating buildings of significance
to the district and which is certified as substantially meeting all of the
requirements  for Tisting of districts in the HNational Register of Historic
Places. . _ e _ :

23b.4 "Historic  preservation certification application" means
application forms published by the National Park Service, United States
Department of the Interior, Parts 1, 2 and 3, Form Ne. 10-1868.

23b.5  "Secretary of _the interier standards™ means standards and
guidelines adopted and pubiished by the National Park Service, United States
Department of the Interior, for rehabilitation of historic properties. .

235.6  "Stats historic preservation officer" means the State official
designated by the Governor pursuant to provisions in the National Historic
Preservation Act of 1966, as amended and further defined in W. Va. Code
§ 29-1-6, o -

§ 110-24-23c. Procedures.
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23¢.1 ~ _Application and processing orocedures for provisions of this
section shall be the same as any reguired under orovisions of Title 36 of the
Code of Federal Regulations, Part 67, and Title 26 of the Code of Federal
Regulations, Part 1. Successful completion of & historic presarvation
certification application shall automatically gualify the applicant to be
considered for tax credits under this Section.

23c.2 Successful certification by the National Park Service of &
rehabiiitation of a2 building that restlts in such buiiding being a "qualified
rehabilitated building® within the meaning of § 47(c)(1), Titie 26 of the United
States Code, and amendments thereto, shall automatically qualify the applicant
for tax credits under this sesction. The State historic preservation officer's
role in the application procedure shall be sdentical to that in Title 36 of the
Code of Federal Regulations, Part 67, and Title 26 of the Code of Federal
Regulations, Part 1.

23¢.3 No tax credit shall be allowed or taken by any taxpayer under
W. Va. Code §§ 11-24-23a, 23b, 23c, 23e or 23f for rehabilitation expenditures
made pricr to June 6, 1990. o ' -

§ 110-24-23e. Carryback, Carryforward.

23e.1 Any unused portion of the credit for qualified rehabilitated
buildings investiment authorized by W. Va. Code § 11-24-Z23a which may not be
taken in the <axable year to which the credit applies shall gqualify feor
carryback and carryforward treatment subject to the jdentical general provisions
under § 39, Title 26 of the United States Code, as amended: Provided, That the
amount of such credit taken in a taxable year shall in no event exceed the tax
1iability_due for the taxable year.

§ 110-24-23f. Termination Of Credit By Law.

23f.1 The tax credit allowad by W. Va. Code § 11-24-232 shall be
terminated on December 31, 1994, unless raview of the tax credit shall be
undertaken pursuant to the provisions of W. Va. Code 8§ 4-10-9, 10 and 11:
Provided, That for those rehabilitation nrojects for which a compieted Part 2
(Description of Rehabilitation) of the historic preservation certification
application was filed with the West Virginia Division of Culture and History
prior to that date and subsequently approved 1in accordance with W. Va. Code
§ 11-24-23¢c, the credit shall continue <o he allowed pursuant to W. Va. Code
article 24, chapter 11. ' N :

§ 110-24-24. Credit For Income Tax Paid To Another State.

24.1 Effective for taxable years beginning on or after January 1, 1991, and
notwithstanding any provisions of the West Virginia Code to the contrary, any
financial organizaticn, the business activities of which take place, or are
deemed to take place, entirely within this State, shall be allowed a credit
against the tax imposed by W. Va. Code § 11-24-1 et seq. for any taxable year
for taxes paid to another state or political subdivision thereof. That craedit
shall be equal in amount to the lesser of:
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24.1.1 The taxas such financial organization shall actually have
paid, which payments were made on or before the filing date of the annual return
required by W. Va. Code § 11-24-1 et seq. to any other state or palitical
subdivision therecf, and which tax was based upon or measured by the financial
organization's net income and was paid with respect to the same taxable year; or

74.1.2  The amount of such tax the {inancial organization would have
paid {f the rate of tak imposed by W. Va. Code § 11-24-1 et seq. is applied to
the tax base determined under the Tlaw of such other state or political
subdivision.

Any additional payments of such tax tc other states, or to political
subdivisions thereof, by a financial organization described in Section 24 and
the subsesctions thereof of these regulations, and any refunds of such taxes,
made or received by such financial organization with respect to the taxable
year, but after the due date of 'the annual return required by W. Va. Code
§ 11-24-1 st seq. for the taxable year, inciuding any extensions, shall likewise
be accounted for in the taxable year in which such additional payment is made or

such refund is received by the financial organizaticn.
§ 110-24-25.  Reserved for futlure use.
§ 110-24-26. Priority of Tax in Distributions of Property and Estates. .

26.1 In the distribution, voluntary or compulsory, in receivership,
bankruptcy or otherwise, of the property or estate of any person, all taxes due
and unpaid under W. Va. Code § 11-24-1 et seq. shall be paid from the first
money available for distribution in prierity to all ciaims and Ifens except
tawes and debts due the United States which under federal law are given priority
over the debts and liens created by W. Va. Code § 11-24~1 et saq. Any person
charged with the administration_ or distribution of any such property or estate
who shall viclate the provisions of this section shall be personally Tiable for
any taxes accrued and unpaid under W. Va. Code § 11-24-1 et seg. which are
chargeable against the person whose property or estate fs in administration or
distribution. ) ' ” ' o

26.2 There is a priority for all unpaid corporation net income tax in
distributicns of the property or estate of any person, and the tax must be paid
from the first money available for distribution in priority tec all other claims
and liens, except taxes and debts due the United States.

26.2.1 The distribution of property subject to federal zax liens is
subject to the priority of such liens provided in the Internal Revenue Coade.

26.2.2 ~The distributicn of oproperty in federal Dankruptcy
procesdings s subject to the priorities of debts and liens provided in the
United States Bankruptcy Code (11 U.S.C. § 101 et seq.).

26.2.3 This pricrity applies to the amount of tax, intersst,
additions to tax, and penalties. -
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26.3 The priority applies to all distributions of the property or estate of
any person. A "distribution” of property of an estate is the sale or transfer
of ths property, or the disbursement of money resulting from the sale or
transfer of the propsrty or estate of any. person. Distributions include, but
are not limited to, the transfer of property or dishbursement of proceeds of
sales of property by any executor, administrator, receiver, trustes, fiduciary,
special commissioner, or any public officer under Jjudicial process; and
distributions in any proceedings such as bulk sale, liguidation sale, estate
sale, assignment for the benefit of creditors, intepleader action, and
administrative or Jjudicial proceeding for the dissolution of & partnership or
corporation.

26.4 The prioriiy does not apply to transacticns that do not constitute
distributions of property. These iransactions finclude the sale or transfer of
property in the ordinary course of the business of the owner of the property;
sales or transfers of any property by the owner or for consideration payable to
the owner by the purchaser or iransferes.

26.5 This priority applies to the distributicn of all property, including
but not Timited toc real property or any interest therein; tangible personal
property, inlcuding fixtures, equipment, machinery, furniture and vehiclas;
intangible property, including accounts receivable, contract rights, bank
accounts, stocks, bends; and the procesds frem the sale or liquidaticon of any
stuch propertiy.

26.6 This priority requires payment of the tax from the first money that is
avajlable for distribution to lienors, creditors, beneficiaries, or any other
person, after payment of ‘costs, commissions, fees and any other expenses
ineurred in the preservation, storage, liquidation, or transportation of the
property or estate.

26.7 The debt or cﬁaim for taxes has priority over all c<laims and liens,
except debts due the United States.

26.7.1 Claims subject to this opriority include any debt or
obligation, liguidated or uniiguidated, that does not constitute a lien upon the
property or estate. . .

26.7.2 Liens subject to this opriority include any charge or
encumbrance on the property or estate for payment of any claim, debt or
obligation, such as a deed of trust, judgment lien, security interest, vendors
lien, execution lien, tax 1ien, mechanics Tlien, landlords T1ien and municipal
lien.

26.7.32 The priority of the corporation .net income tax debt in such
distributions is not determined by ihe presence or zbsence of a perfected notice
of tax 1lien, by the presence or absence of a perfected Tien securing any
competing claim or debt, or by the order in which any such competing liens were
perfected. ' ' B :

§ 110-24-27 through § 1106-24-39. Raserved For Future Use.
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§ 110-24-40. Severability.

43.1 Severability. )

40.1. If any provision of these regulations or tha application
thereof shall for any reasecn be adjudged by any court of competent jurisdiction
to be invalid, such Jjudgment shall not affect, impair or invalidate the
remainder of sajd regulaticns, but shall be confined in its operation to the
provision thereof directly involved in the centroversy in which such judgment
shall have been rendered, and the applicability of such provision to other
persons or circumstances shall not be affected thereby.

§ 110-24-41. General Procedure And Administration..

41.1 Each and every provision of the "West Virginia Tax Procedure and
Administration Act? set forth in W. Va. Code § 11-10-1 et seq. shall apply to
the tax fimposed by thess vregulations with l1ike effect as if safd act were
applicable only to the tax imposed by W. Va. Code § 11-24-1 et seq. and were set
forth in extensc in W. Va. Code & 11-24-1 et seq.
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¢ubsection 5. the word "mixes" DY

inserting the ¥ "ipw-alconolic DIS¥E beverages such as neatr

(mm)} The legislative rules filed in the state register on the
eighth day of August,__one thousand nine nundred ninety-one.
modified by the lelSlOﬂ of rax to meet +he objections of the

legislative rule- makzng EEVlEW commlttee and refiled in the state

register on the tenth day of January. one thousand nine hundred

ninety-two, relating to the divisioh of tax (corporatidn net

income tax}, are authorized with the amendment set forth below:
_____.-—-—'—'_-—'-_ —_

on page twelve, subdivisicn 6.4.3, by ctriking out all of

gubdivision 6.4.3.

leglslatlve rules filed in the sta

register on the

{indred ninety-one,

eighteenthAda of June, one thousand nife’

modified by the ate tax commissioner to Meet the objections of

the legislative _making review com {ctee and refiled in the

gtate register ¢ tenth day o January, one thousand nine

mund:ed ninety-two, ' Egé;:state-:tax"commissioner

(appraisal of producing and reserve oil and natural gas property

for periodicfstatewide reapharaisals for ad valorem property tax

purposes), are authorize

(oo) The leglslatl e rules £iled in the state register on the

ninth day of £, one thousand nine nundred ninety-one;

modified by the ionar tc meet the obiecticns cof

the legislatiye rule-making review committee and refiled in the
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Bill Tax, Corporation Net (l[)*Qf{- ‘

H. B._4331
By . Vf_}af_._f_z_éa‘t__c: Gm;&b —_— I _ )7
(ntroduced Somuary 27, 1892 . referd to the
Finance thepn fhe Judiciary —)

Committee on o

A BILL to amend and reenact section six, article seven, chapter
- sixty-four of the code 0f West Virginia, one thousand nine
hundred thirty-one, as amended, relating to autherizing the
division of tax to promulgate legislative rules relating to
the corporation net income tax.
Be it enacted by the Legislature of West Virginia:

That section six, article seven, chapter sixty-four of +the
code of West Virginia, one thousand nine hundred thirty-one, as
amended, be amended and reenacted, tc read as follows:

ARTICLE 7. AUTHORIZATION FOR DEPARTMENT OF TAX AND REVENUE TO

PROMULGATE LEGISLATIVE RULES.

§64-7=-6. Tax department.

(2} The legislative rules filed in the state register on the

fifth day of January, one thousand nine hundred eighty~four,

relating to the;state tax commissioner (appraisal of property for
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periodic statewide reappraisals for ad valorem property tax
purposes), are authorized with the amendments set forth below:

on page 8, section 11.04 ({b)({2), definition of "active Mining
Property," at the end of the first paragraph following the
pericd, by adding the feollowing: "In the application of the
nherein provided wvaluation formula on ‘active nining property,’
the appropriate formula calculation will be kased upon the actual
market to which the cocal from that tract and seam is currently
being sold, whether it is ‘metallurgical’ ar ’steam’."

on page 9, section 11.04 (b) (3}, definition of "Active
Reserves,” at the end of the subsection, following the pericd, by
adding the following: "In the application of the herein provided
valuation formula on ‘active raeserves,’ the appropriate farmula
calculation will be based upon the actual market to which the
coal from that tract and seam is burrently being sold, whether it
is ‘metallurgical’ or ’'steam’."

on page 11, Section 11.04 (b){(11), definition of "Mineable
Coal," by striking the subsection and substituting in 1lieu
thereof the following: "(llj Miﬁeable Coal. Coal which can hbe
mined under present day mining technology and econozics."

On page 25, section 11.04 (c)(zj(Cj, entitled "Property Tax
Cemponent,™ by striking the sﬁbsecﬁ;oéﬁ and inserting in lieu
thereof the following: "(C) Propeitf Tax Component =-- This
component will be derived by multiplyiﬁg the assessment rate by

the statewide average of tax rates on Class III property."
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on page 30, section 11.04 (c) (4}, entifled "Valuation of
Mined-Out/Unmineable/Barren Coal Properties," by striking the
numbers "$5.00" and inserting in lieu thereof the following:
wg1,00.%

on page 31, secticn 11.04 (<) (5)(B), by striking the werds
and numbers "Five . Dollars ($5.00)" and inserting in lieu thereof
the following: "One Dollar ($1.C0)."

on page 53, section 11.05 (h) by striking the symbol and
figures " ($5.0C0)" and inserting in lieu +the following:
"($1.00)."

on page 73, section 11.08 "(h) by striking the symbol and
figures "$5.00" and inserting in lieu the following: "$1.00.M"

On page 81, section 11.07 (ey (15) (B) {(4) at the end cf the
second sentence remove the pericd after the word "property" and
insert the words "unless the land is used for some other purpose
in which case it will be taxed according to its actual use."

on page 86, section 11.07 (X) delete all of subsection (k).

Oon page 110, section 11.08 {(c)(4) by striking the symbel andé
figures "$5.00" and inserting in lieu thereof the following:
wgi,00."

on page 111, section 11.08 (¢)(5)(B) by striking the symbel
and figures "$5.00" and inserting in lieu thereof the following:
"351.00." N R _
on page 115, section 11.09 ({(a)(3) in the first sentence,

insert after the word "land" the words "excluding farmland."
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(b) The legislative rules filed in the state register on the
twenty-eighth day of Septembe;,hggg,ﬁhéusgndfpine hundred
eighty-four, relating to the state tax commissioner (estimated
personal inceme tax), are authorized with the amendnents set

forth below:

55.02(a) (2) {cn page 182.2) line 18, after the word
"profession" strike the words "on his own account" and th?
comma(;}. 7

55.12(b) (1) (page 182.35) at the end of the séction, change
the pericd to a comma, and add the fol}owing language: "Mand in
the case of a court appointed agent, a copy of the court order of

appeintment is sufficient.”?

55.12(c) (page 182.36) after the word "for," strike the word
"erronecus.”

(c) The legislative rules filed in the state register on the
twenty-eighth day of September, one thousand nine hundred
elghty-four, mcdified by thé state tax commissioner to meet the
cbiections of the legislative rule-making review committee and
refiled in the state register on the fourteenth day of November,
one thousand nine hundred eighty-four, and on the twenty-first
day of March, one thousand nine hundred,éighty-fi?e, relating to
the state tax commissioner (estimated éorporation net income
tax), are authorized.

(d} The legislative rules filed in the state register on the

twelfth day of March, one thousand nine nundred eighty-five,
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relating to the state tax commissioner (identification and
appraisal of farmland subsequent to the base year of statewide
reappraisal), are authorized and directed to be promulgated with
the feollowing amendments:

‘Title page, Subject; following the word "Farmland," insert
the words "and of Structures Situated Therecn."

Page 1, Subject; following the word '"Parmland,"” insert the

words "and of Structures Situated Therecon."

Page i, TABLE OF CONTENTS, Section 10; following the words
"yaluation of Farmland" add the words "and of Structures Situated
Thereon."

. _Page 10.1, Title; £focllowing the word WFARMLANDY insert the
words "AND STRUCTURES SITUATED THEREON."

Page 10.1, Section 10, Title; following the word "Farmland"
add the words "and Structures Situated Thereon.™
... Page 10.1, Section 10.01(b); following the word "farmland"
insert the words "and structures situated thereon."
Page 10.2, Sectien 10.02(a), first sentence; following the

word "farmland" insert the words "and structures situated

thereon."
Page 10.3, Section 10.02(k), first sentence; following the
word Yfarmland™ insert the words '"and structures situated

thereon." Delete the words "for purposes of the statewide

reappraisal.” . -
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Page 10.3, Secticn 10.02(b}, last séhtence; folliowing the
word "farmland" insert the words "and structures situated
thereon.”

Page 10.8, Section 10.04{5){B}), last sentence; delete the
period and add "or the incapability to be adapted to alternative
uses.”

Page 10.95, Section 10.04(6), first sentence; following the
words "land currently being used" insert the words "as part of a
farming coperation."

Page 10.9, Section 10.04(6), fellowing the last sentence; add
the sentence "For the purpceses of this definition, ‘ceontigquous
tracts’ are farmlands which are in clese proximity, but not
necessarily adjacent: FProvided, That aill such contiguous tracts
are cperated as part of the same farm management plan."

Page 10.10, BSection 10.04(8), is amended to read in its
entirety as follows:

"(8) Farm buildings. =-- The term ‘farm buildings’ shall mean
structures which directly contribute %o the operation of the
farm, and shall inc¢lude tenant hduses and gquarters furnished farm
enployees without rent as a part of the terms of thelr
employment.™

Page 10.11, Section 10.04; delete the word "November®™ and

insert in lieu thereof the word "September." Delete the period

following the word "wvaluation" and acd the words, "for the

assessment year beginning July first of each year."
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Page 10.11, Sé&ction 10.04, insert the following subdivision;
(12} Application Form: The application form required to be
filed with the assessor on or before September first of each year
shall require certification that the farm complies with criteria
get forth in Section 10.05(c) of these regulations, and renewal
applicaticns from year to year shall be sufficient upon statement
certifying that no change has been made in the use of farm
preperty which would disqualify ‘farm use’ classification for
assessment purposes.”" Renumber the sukdivisions of Section 10.04
following the new 10.04(12); formerly 10.04{12) through
10.04(28), to 10.04(13) through 10.04(29), respectively.

Page 10.14, Section 10.04(28) (formerly 10.04(27)); following
the words “woodland prcducts" insert a comma and the words "such
as nuts or fruits harvested" and add a ccmma following the words
"human censumption® on Page 10.15.

Page 10.16, Section 10.05, subsection (a), fcllowing the
words "land is used for farm purposes" by striking the pericd and
inserting in lieu thereof a colon and the following: "Provided,
That the true and actual value of all farm used, occupied and
cultivated by their owners or bona fide tenants shall be arrived
at according to the fair and reascnable value of the property for.
the purpose for which it is actually used regardless of what the
value of the property would be if used for some other purpcse;
and that the true and actual value shall be arrived at by giving

consideration to the fair and reasconable income which the same




10

11

12

13

14

i5

16

17

i8

1%

20

21

22

23

24

25

might be expected to earn under normal conditicns in the locality
wherein situated, if rented: Pfovided, howaver, That nothing
herein shall alter the method of assessment of lands or minerals
cwned by domestic or foreign corporations.”

Page 10.16, Section 10.05(b), first clause; following the
words "following factors shall be" insert the words "indicative
of but not ccnclusive™ and delete.fhe word "considered.™

Page 10.16, Section 10.05(k)(2); delete the pericd and add
the words "such as soil conservation, farmland preservation or
federal farm lending agencies;"

Page 10.17, Section 10.05(b)(7); delete thé section and
insert in lieu therecf the words‘"(7} Whether or not the farmer
practices ‘custom farming’ on the land in gquestion.™

page 10.17, Section 10.05(b)(9); following the word "type"
add a comma and insert the word "utility."

Page 10.17, Section 10.05(k) (11}, first sentence; following
the word "sales" insert the words "for nonfarm uses."

Page 10.17, Section 10.05(b) (12)(A); following the words
"part of" insert the words "eor appurtenant to."

Page 10.17, Section 10.05{(b)(12)(B); following the words
moontiguous to" insert the words "or operated in common with."

Page 10.18, Section 10.05, subsection (¢}, the first sentence
of which is amended in its entirety to read as follows:
"oualifying farmland and the structures situated thereon shall be

subject to farm use valuation, with primary ceonsideration being
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given to the income which the property might be expected to earn,
in the locality wherein situate, if rented."

Page 10.18, Section 10.05(b)(12)(B); delete the semicolons
and the words "it was purchased at the same time as the tract so
uzed."Delete the period following the word "purpeoses" and add the
words "“or any nonfarm use."

Page 10.19, Section 10.05(c)(2); following the words
"pProvided, That no" delete the word "reason" and insert in lieu
thereof the words "individual event."

Page 10.20, Section 10.05(c)(4)(C); following the words
"(1,000) minimum producticn value" insert the words "or the small
farm five hundred dollars ($500) minimum production and sale."

Page 10.23, Section 10.05(d)(3)(B), third sentence; following
the word MIf" insert the words "timber from." Delete the period
following the word "purpose™ and add the words "or is being
converted to farm production uses."

Page 10.26, Section 10.05(f) (2) is amended in its entirety to
read as follows:

"(2) Farm buildings. ~- Rental wvalue of farm buildings and
other imprecvements on the farmland shall be valued by determining
the replacement cost of the building or structure by usual farm
constructicn practices, and farm labor standards and subtracting
therefrom depreciation.l Both of these determinations shall be
made in accordance with the tax department’s real property

appraisal manual? as filed in the state register in accordance
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with chapter 294 _of the code of West Virginia, 1931, as amended,
and as it relates to agricultural buildiﬁgs and sﬁructures. Cne
(1) acre of land shall be assigned to all buildings as a unit
situate on the property, regardless of the actual acreage
occupied by such buildings and shall be appraised at its farm-use
valuation based on the highest claésAof farmland present on the
farm."

Page 10.28, Section 10.05(f£) (3)(B}(l); following the words
"or more of the" insert the word "usual."

Page 10.28, Section 10.05(f){3)(35(2); folleowing the words
"(50%) of the" insert the word "usual."

Page 10.29, Section 10.05(f} (3} (C){(1)(a); following the words
" (50%) or more cof the" insert the word "usual."

Page 10.2%, Section l0.0S(f)(3)(C)(1}(b); following the words
"(50%) of the" insert the word "“usual."

Page 10.31, Section 1C0.05(f1{3){(C)(2)(b)}; following the last
sentence insert the sentence "An individual employed other than
in farming is not an unincorporated business." _

Page 10.35, Section 16.07, Title; following the word
"rarmland" insert the words Yand Structures Situated Thereon."

Page 10.35, Sectiocn 10.07({(a), first sentence} following the
word "farmland" insert the words "and structures situated
thereon."

Page 10.46, Subject; following thé word "Farmland" insert the

werds "and Structures Situated Thereon.™

10
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_(e) The legislative rules filed in the state register on the
twenty-second day of May, one thousand nine hundred eighty-five,
relating to the state tax commissiconer (rules governing the
operation of a statewide electronic data preocessing system
network, to facilitate administration of the ad valorem property
tax on real and personal property), are authorized.

(f) The legislative rules filed in the state register on the

twenty-sixth day of March, one thousand nine hundred eighty-six,
relating to the state tax commissioner (listing of interests in
natural resources for the first statewide reappraisal; provision
for penalties), are authorized.
—.— (g} The legislative rules filed in the state register on the
twenty-sixth day of March, one thousand nine hundred eighty-six,
modified by the state tax commissioner to meet the cbjecticns of
the legislative rule-making review committee and refiled in the
state ragister on the twelfth day of February, one thousand nine
hundred eighity-seven, relating to the state tax commissioner
(review of appraisals by county commissions sitting as
administrative appraisal review boards), are authcrized.

(h) The legislative rules filed in the state register on the
twenty~-sixth day of March, one thcusand nine hundred eighty-six,
modified by the state tax commissioner to meet the objections of
the legislative rule-making review committee and refiled in the
state register on the twelfth day of February, one thousand nine

hundred eighty-seven, relating té the state tax commissioner

11
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(review of appraisals by a circuit court on certiorari), are
authorized with the following amendment:

On page 3, §18.3.1 is-stricken in its entirety and a new
§18.3.1 is inserted in lieu thereof to read as foliows:

"13,3.1 Who May Reguest Review. -- The property owner, Tax
Commissicner, protestor or intervencr may reguest the county
commiszssion to certify the evidence and remocve and return the
record to the circuit court of the county on a writ of
certiorari. Parties to the proceeding wherein review by the
circuit court is sought shall pay costs and fees as they are
incurred: Provided, That the circuit court upen rendering
judgment or making any_crder may award costs to any party in
accordance with the provisions of W. Va. Code §53-3-5."

(1) The legislative rules filed in the state register on the
twenty-sixth day of March, one thousand nine hundred eighty-six,
modified by the state tax commissioner to meet the obkjections of
the legislative rule-making review committee and refiled in the
state register cn the twelfth day of February, one thousand nine
hundred eighty-seven, relating to the state tax commissioner
{administrative review of appraisals by the state tax
commissioner), are authorized. -

(i) The legislative rules filed in the state register on the
eighteenth day of August, one thousand nine hundred eilghty-six,
modified by the state tax commissioner to meet the objections of

the legislative rule-making review committee and refiled in the

12
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state register on the twelfth day of February, one thousand nine
hundred eighty-seven, relating to the state tax commissioner
{(additional review and implementation of property appraisals),
are authorized.

(k) The legislative rules filed in the state register on the
eleventh day of August, one thousand nine hundred eighty-six,
relating to the state tax commissioner (guidelines for assessors
to assure fair and uniform personal property values), are
authorized.

(1) The legislative rules filed in the state register on the
eighteenth day of August, one thousand nine hundred eighty-six,
modified by the state tax commissicner tc meet the objections of
the legislative rule-making review committee and refiled in the
state register on the tenth day of December, one thousand nine
hundred eighty-six, relating to the state tax commissioner
(registration of transient vendors), are authorized.

(m) The legislative rules filed in the state register on the
fourth day of February, ocone thousand nine hundred eighty-six,
modified by the state tax commissioner to meet the objections of
the legislative rule-making review committee and refiled in the
state register on the fourteenth day cf January, one thousand
nine hundred eighty-seven, relating to the state tax commissioner
(business and occupaticn tax), are authorized.

(n) The legislative rules filed in the state register on the

fourteenth day of August, one thousand nine hundred eighty-seven,

13
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modified by the state tax commissioner to meet the objecticns of
the legislative rule-making review committee and refiled in the
state register cn the fourth day of November, one thousand nine
hundred eighty-seven, relating tc the state tax commissioner
(telecommunications tax), are authorized.

(o) The legislative rules filed in the state register on the
fourteenth day of August, one thousand nine hundred eighty-seven,
relating to the state tax commissioner (business franchise tax),
are authorized.

{p) The legislative rules filed in the state register on the
seventeenth day of August, one thousand nine hundred
eighty~-seven, modified by the state tax commissicner to meet the
objections of the legislative rule-making review committee and
refiled in the state register on the iwenty-second day of
January,.one thousand nine hundred eighty-eight, relating to the
state tax commissioner (consumers sales ané service tax and use
tax), are authorized.

{g) The legislative rules filed in the state register on the
fourteenth day cf August, one thousand nine hundred eighty-seven,
modified by the state tax commissioner to meet the objections of
the legislative rule-making review committee and refiled in the
state register on the thirteenth day of January, one thousand
nine hundred eighty-eight, relating to the state tax commissicner
(appraisal of property for periodic statewide reappraisals for ad

valorem property tax purposes), are authorized.

14
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(r} The legislative rules filed in the state register on the

fourteenth day of August, one thousand nine hundred eighty-seven,
modified by the state tax commissioner te meet the objections of
the legislative rule-making review committee and refiled in the
state register on the twelfth day of January, c¢ne thousand nine
hundred eighty-eight, relating to the state tax commissioner
(severance tax), are authorized.

(s} The legislative rules filed in the state register on the
second day of September, one thousand nine hundred eighty-eight,
modified by the state tax commissioner to meet the objections of
the legislative rule-making review committee and refiled in the
state register on the twenty-fourth day of February, one thousand
nine hundred eighty-nine, relating to the state tax commissioner
(solid waste assessment fee), are authorized.

(t) The legislative rules filed in the state register on the
twelfth day of August, one fthousand nine hundred eighty-eight,
modified by the state tax commissioner fo meet the objections of
the legislative rule-making review committee and refiled in the
state register on the twenty-first day of September, one thousand
nine hundred eighty-eight, relating to the state tax commissioner
(electronic data processing system network for property tax
administration), are authorized.

() The legislative rules filed in the state register on the
nineteenth day of September, one thousand nine hundred

eighty-eight, modified by the state tax commissioner to meet the

15.
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obiections of the legislative rule-making review committee and
refiled in the state register on the twenty-fourth day of
February, one thcusand nine hundred eighty-nine, relating to the
state tax commissioner (exemption of property from ad valcrem
preperty taxation), are authorized.

{v) The legislative rules filed in the state register on the
sixteenth day of September, one thousand nine hundred
eighty-eight, modified by the state tax commissioner to meet the
objections of the legislative rule-making review committee and
refiled in the state register on the thirteenth day of January,
one thousand nine hundred eighty-nine, relating to the state tax

commissioner (ccnsumers sales and service tax and use tax), are

authorized.
(w) The legislative rules filed in the state register on the
twenty-third day of June, one thousand nine hundred eighty-nine,

relating to the state tax department {personal income tax), are

autherized.
(x) The legislative rules filed in the state register on the
twenty-ninth day of June, one thousand nine hundred eighty-nine,

relating to the state tax department (severance tax), are

authorized.
(y) The legislative rules filed in the state register on the
fourth day of August, one thousand nine hundred eighty-nine,

moedified by the state tax deparfﬁeht to meet the ckjections of

the legislative rule-making review committee and refiled in the

ls
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state register on the eleventh day of December, one thousand nine
hundred eighty-nine, relating to the state tax department (solid
waste assessment fee), are authorized.

(z) The legislative rules filed in the state register on the
fourteenth day of August, one thousand nine hundred eighty-nine,
modified by the department of tax and revenue to meet the
objections of the 1legislative rule-making review committee and
refiled in the state register con the twelfth day of Decenmber, one
thousand nine hundred eighty-nine, relating to the department of
tax and revenue (business franchise tax), are authorized.

(aa) The legislative rules filed in the state register on the
eleventh day of August, one thousand nine hundred . eighty-nine,
modified by the department of tax and revenue to meet the
objections of the legislative rule-making review committee and
refiled .in the state register on the eleventh day of December,
one thousand nine hundred eighty-nine, relating to the department
of tax and reveénue (business and occupation tax), are authorized.

. (bb) The legislative rules filed in the state register on the
fourteenth day of August, one thousand nine hundred eighty-nine,
modified by the department of tax and revenue to meet the
objections of the legislative rule-making review committee and
refiled in the state register on the nineteenth day of January,
cne theousand nine hundred ninety, relating to the department of
tax and revenue (consumers sales and service tax and use tax),

are authorized with the amendments set forth below:

17
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on page eight, Secticn 2.28, after the word "as" by inserting
the words M"art, science,.™

On pages eight and nine, Section 2.28.1, after the word
vintellectual" by deletihg the word "or" and inserting in lieu
thereof the words "physical and.™

on page nine, BSection 2.28.2, by deleting the words "or
instruction."

on page nine, Section 2.28.2, after the word Ptraining” by
adding the werd "“or."

_ On page nine, Section 2.28.2, by deleting the words "or any

pertion of a school curriculum classified as physical education.”

Oon page nine, by deleting all of Section 2.28.2.1.

on page nine, Section 2.28_2:2, by deleting the section
number. -

on page nine, Section 2.28.2.2, by deleting the words "or
instruction.”

On page nine, Section 2.28.2.2, after the word Ytraining" by

adding the word Hor,w

on page nine, Section 2.28.2.2, after the word "eonditioning”
by inserting a period and striking the remainder of the sentence.

On page one hundred twelve, Section 59.2, after the words
nsales of the service of cremation" by adding the words "sales on
perpetual care trust fund deposits." |

and,

is
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On page cne hundred twenty-eight, Sectien $1.2, after the
words "include food" by inserting the following: ", as defined
in secticn 2.30 of this rule,.”

(cc) The legislative rules filed in the state register on the
eleventh day of August, one thousand nine hundred eighty-nine,
modified by the department of tax and revenue to meet the
objections of the legislative rule-making review committee and
refiled in the state register on the eleventh day of December,
one thousand nine hundred eighty-nine, relating to the department
of tax and revenue (motor carriér road tax), are authorized.

- - (dd) The legislative rules filed in the state register on the
eleventh day of August,” one thousand nine hundregd eighty-nine,
medified by the department of tax and revenue to meet the
objectiens of the legislative rule-making review committee and
refiled in the state register on the eleventh day cf December,
one thousand nine hundred eighty-nine, relating to the department

of tax and revenue (gasoline and special fuel excise tax), are

authorized. . o o U
(ee) The legislative rules filed in the state register on the
eleventh day of August, one thousand nine hundred eighty-nine,

modified by the department of tax and revenue to meet the
objections of the legislative rule-making review committee and
refiled in the state register on the eleventh day of December,
one thousand nine hundred eighty-nine, relating to the department

of tax and revenue (corporation net income tax), are authorizad.
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(f£) The legislative rules filed in the state register on the
eleventh day of August,ione thousand nine hundred eighty-nine,
modified by the department of tax and revenue to meet the
objecticns of the legislative rule~making review committee and
refiled in the state register on the eleventh day of December,
one thousand nine hundred eighty-nine, felating to the department
of tax and revenue (soft drinks tax), are authorized.

(gg) The legislative rules filed in tﬁé state register on the
twenty-first day of February, one tﬁbusand nine hundred ninety-
one, relating to the state tax commissioner (business investment
and Jjobs expansion tax credit, corporations headguarters

relocation tax credit, and small bkusiness tax credit}, are

authorized.

{hh) The legislative rules filed in the state register on the

eighth dav of Audgust, one thousand nine hundred ninetv-one,

modified by the division of tax to meet the obiections of the
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w committee and refiled the state

register on the tenth day ef January, one thousand nine hundred

ninetv~-two, relating to the division of tax (corporation net

.

incope tax), are authorized.

NOTE: The purpese of this bill is to authorize the Division
of Tax to promulgate legislative rules relating to the
corporation net income tax.

Strike-throughs indicate language that would be stricken £rom
the present law, and underscoring indicates new language that
would ke added. . )
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