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NY’s Cornpined Filing Structure
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m New Yoriis a separate reporting state
u Every corporation files its own return

s Cornpined filing rmay pe permitted or required if
reporting separately distorts the activities
pusiness, incorne, or capital of @ taxpayer

s Cornpined filing is not a one-way street

a Sorne taxpayers benefit oy filing combinad wnile

sorne incur greater ta liability
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NY’s Cornpined Filing Structure
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s Ir) orrJ@r to file 2 combined returr), 3
tests MUST be satisfieck:
1. Commor ownersnip and control (80%)
2. Unitary relationsnip armong corporations
3. Distortion
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o ALL 3 tests must e rr
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NY’s Compined Filing Structure -

Distortiorn
s If there are supstantial int lercorpors te
transactions amorng corporatiors,
distortion Is presurned

= Tzpayers can reput tnis presurr r)r or by
Jemom trating ¢ ilgl
Intercorporate trans
E /
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NY’s Cornpined Filing Structure -

Distortior)
s [rnportant note:
s supstantizl intercorporate transactions
distortion
suUT
a distortion # supstantizl intercorporate
transactions
tnere can pe distortior)
Intercorporate

m Tnat rmeans

Witnout supstantizl
transactions
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NY’s Cornpined Filing rlistory

s T 2/4payers and tavc administrators nave been sirmishing
orl the issues of entity JJOJrJFJOI'J, transfer pricing, and
cornbined filing in New York for over 60 years

s DNew Yori's current cornbination (originally

dated filings) provisiors were ast

~

referrec dt
20 dir

a5 consoli plishiec
| 9£|4|

m Prior to that tirne, consolidated filings were perritted or
requiread

s The purpose o ‘che provisions has always been to
properly reflect the rr'r]v]'riru, Dusiness, incorme, or

capital in New York of the taxpayers
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Tne Games Corporations Play
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= In) Fasnion Apparel Cornpany

m Tne Carye-Out Cafe
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Appzrel Compzany

Executive

In Fasnion

Market Research | Product Design

Advertising Distribution and Fulfillment
Buyers, QC, Call Center: credit scoring;
Showrooms, credit card, Web site, & catalog

customer service; collection of
credit card receivables

Store, Catalog, & Web Page
Layout & Design

Intangible Development:
Logos, Trademarks, etc.

Accounting, &
Purchasing

IT Development &
Maintenance
Credit Policy
Development &
Administration

&

In Fasnion Apparel Compzny

Executive

Advertising Product Design

etc.

Market IT Development Distribution and Fulfilment
Research & Maintenance
Store, Catalog, Buyers, QC,
& Web Page Showrooms,
Lay(_)ut & Accountl.ng, & Credit scoring Customer
Design Purchasing L
Service:
Intangible Credit Policy Collgction of _credit cards
Development: Devglo_pme_nt & cred!t card _Web site
Logos, Administration receivables
-catalog
Trademarks,




In Fasnion Apparel Compzny

-Loans
-Dividends
-T, Web, & catalog services

-Loans
-Dividends

(includes NY stores & all
other stores)

NY stores into NY
receipts factor

-Store customers
ustomers | -\Neb customers

are not
mutually -Catalog customers
exclisive | -Credit card customers

Credit customer
payments include interest & rchandise
processing fée fees from store, Web, and purchases

catalog customers. Cash -Loan interest

alog sales are received and

Nevada C&C rocessed through C&C IFF (California)

Performs & Order processing Performs &
retains costs of fee f|°' Welb & retains costs of
catelog seles distrib. & fulfill.

l call center

The Carve-Out Cafe

Carve-Out Café Stores
(COC)

» Retail restaurant and store operating
as taxpayer with divisions;

¢ One location in New York in 1999




Trne Caj

coc
Rockies

Tne Carye-Out Cafe

(EAP. FTI NYS T FII NYS T
(215 filad) ( 15 shiould
nzve filad)
1999 $97.93m $415,720 %

D
2000 $36.97m  $242,976 $90.1%m  $441 677

"Peal” tax savings in 20000 $172,744 or 41.6%
Teu differance witn cormpination (1999-2000):
+425,952 or +6.2%
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Fevenue Estirmation etnodology
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m Feview of audit cornpina cals
Estirnation of arnount tr a' \/\/ol JCJ a1y
peer voluntarily report

taxpayers filed compinad ret,Jmf

J r\rljlurr lent for revenue loss
wWith rmovernent to single factor
aoportionrment
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Green Arrow = Receipts

>

Red Arrow = Expenses

>
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Example 4 — Step 1
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STEP 2-Tentative Combined Group
STEP 3-Tentative Combined Group

STEP 4-Tentative Combined Group

50%
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Example 4 — Steps 2-4
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Tentative Combined Group
STEP 5-Unattached Related Group

STEP 5-Unattached Related Group
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Example 4 — Step 5
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Tentative Combined Group

STEP 5-Unattached Related Group
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Example 4 — Step 6
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Tentative Combined Group
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Example 4 — Step 7
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Tentative Combined Group

STEP 8-E added to group
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Example 4 — Steps 8-9
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Final Combined Group
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Example 4 — Step 10
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