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N VI. )
China wholly owns a_subsidiary Delaware organized company, Porcelain Retail

Stores, Inc. Porcelain will open a retail store in a new area s Bhim s o

branch, primarily to make known China's products in that area. i i
demands upon v_\'rholesalers in that area fOII)’ China products, wliich z;giz:;:irelr:lrﬁyme
obtain via Philadelphia order and Camden shipment, and pay wholesalers for same
ythe usual wholesale price available to any other retailer. When Chinals products
have become sufficiently known and are circulating in the area, Porcelain will usu-
ally close and China move in with a branch sales office. Thus s except for manage-
ment and control, each Porcelain store operates indépendently of China and
other Porcel.ain stores, the same as any single,wholly independant retail shop.
Many P<?rcelaln stores lose money, since they close as soon as business becomes wedl
established. Frequently, however, a store that is doing especially well will con-
tinue in business and realize substantial profits, and over-all, Porcelain, Inc.,
shows a net profit. In New Mexico, Porcelain has one losing store and China does
no business other than selling FOB Camden to New Mexico wholesalers. For computa-
tion of net income tax liability, New Mexico apportions the net income of business-
es which are conducted both within and without the State by a one factor gross
sales fraction. N. M. asserts that Porcelain's tax liability should be computed
by subjecting the whole of China and Porcelain, Inc., net income to apportionment,
multiplying it by the gross sales fraction of China's sales to N.M. wholesalers
and Store's N.M. retail sales in the numerator over all gross sales of China and
Porcelain, Inc., in the denominator. Discuss the success potential of litigation
contesting the validity of this determination.

VIiI.

Occasionally, China will sell directly to a consumer residing in an area dis-
tant from any retailer carrying China's products. China has been receiving many
orders from Rhode Island counsumers which it is willing to approve. The closest
branch office and warehouse to Rhode Island is in Hartford, Conn., having a reg-
ular trucking route from that City to Boston, circumventing Rhode Island. China
is contemplating altering the route so as to pass through R.I., and accommodate
delivery of these orders. The alternative is to ship by express carrier, FOB
Hartford. China wishes to know if it should alter the truck route accordingly,
how would this affect, if at all,; its obligations under @ R.I.!'s retail sales
tax and complimentary use tax, which requires the seller to collect the same from
the purchaser and remit to the State; (b) R.I.!'s personal property tax potential
of reaching the Hartford based trucks; and (c) R.I.'s excise tax imposed for the
privilege of doing business in that State. What is your analysis?

YIEL.
Answer TRUE or FAISE, and if FALSE, briefly in what respects:
(a) A property tax assessment of realty which does not exceed the market value of
the property is nevertheless invalid if the ratio of assessed to true value is
appreciably greater than that systematically applied to other realty in the taxing
jurisdiction.
(b) An assessment of realty is necessarily invalid if it exceeds cost of repro-

duction less depreciation.
(¢) If a State constitution provides that realty shall be assessed at market

value ,unique property which is unusable except Dby the present owner must be accor-

ded a zero assessment. ) .
(d) All interests in Federal owned property are immune Irom State property taxa-
e ——————tg

tion except as Congress may remove the immunity by legislation.




