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Franchise Tax

Anderson-Clayton Bros. Funeral Home, Inc.; Restland of Dallas, Inc.; Restland
Funeral Home; Singing Hills Funeral Homes, Inc.; Laurel Land Funeral Home
of Fort Worth, Inc.; Blue Bonnet Hills Funeral Home, Inc.; and Blue Bonnet
Hills Memorial Park, Inc. v. Rylander, et al. Cause #99-12183

#03-03-00458-CV

AG Case #99-1227646

Franchise Tax; Refund Asst. AAG Assigned: Christopher Jackson

Filed: 10/18/99

Period: 1993-1996 Plaintiff's Counsel: Jan Soifer

Amount: $407,212.91 Susan Kidwell

$107,861.97 Locke, Liddell & Sapp
Austin

Issue: Whether income earned on Plaintiff’ s trust accounts for prepaid funeral services gives
rise to Texas gross receipts.

Status: Discovery in progress. Motion for Summary Judgment held 04/10/03; granted
06/24/03. Plaintiff's Notice of Appeal filed 07/31/03. Appellants’ brief filed 09/18/03.
Appellees’ brief filed 10/24/03. Oral argument requested. Appellants reply brief filed
11/12/08.

CTX Mortgage Co., LLC, as Successor in Interest to CTX Mortgage Co., Inc. v.
Strayhorn, et al. Cause #GN300145
AG Case #031738131

Franchise Tax; Protest, Asst. AAG Assigned: Jana Kinkade
Refund & Declaratory

Judgment Plaintiff's Counsel: David Cowling
Filed: 01/15/03 Robert Lochridge
Period: 1992-1994 Jones Day
Amount: $6,482.90 Dallas

Issue: Whether application of the requirement of documentation that officers do not
participate in significant policy-making aspects of the corporation isretroactive and
unconstitutional. Whether different treatment of banks and mortgage companies violates
equal protection. Whether Plaintiff’ s vice presidents and others should not be included in the
officer add-back provision of the franchise tax. Plaintiff also seeks attorneys' fees.

Status: Answer filed.
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Centex Materials, L.P., As Successor in Interest to Centex Materials, Inc. v.
Strayhorn, et al. Cause #GN301277

AG Case #031787146

Franchise Tax; Protest, Asst. AAG Assigned: Christine Monzingo
Refund & Declaratory

Judgment Plaintiff's Counsel: David Cowling
Filed: 04/22/03 Robert Lochridge
Period: 1997-2000 Jones Day

Amount: $96,248.92 Dallas

Issue: Whether the Comptroller’ s add-back of compensation to certain officers and directors
included persons who lacked significant policy-making authority and was unconstitutional.
Whether the Comptroller improperly applied changesin Rule 3.558 to earlier periods.
Whether the officer add-back is arbitrary and discriminatory. Plaintiff also seeks declaratory
relief and attorneys' fees.

Status: Answer filed.

Centex Construction Co., Inc., as Successor in Interest to Centex Bateson
Construction Co., Inc. v. Strayhorn, et al. Cause #GN301292

AG Case #031787153

Franchise Tax; Protest, Asst. AAG Assigned: Christine Monzingo
Refund & Declaratory

Judgment Plaintiff's Counsel: David Cowling
Filed: 04/23/03 Robert Lochridge
Period: 1992-1995 Jones Day

Amount: $191,167.76 Dallas

Issue: Whether the Comptroller’ s add-back of compensation to certain officers and directors
included persons who lacked significant policy-making authority and was unconstitutional.
Whether the Comptroller improperly applied changesin Rule 3.558 to earlier periods.
Whether the officer add-back is arbitrary and discriminatory. Plaintiff also seeks declaratory
relief and attorneys’ fees.

Status: Answer filed.
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Centex Construction Co., Inc., as Successor in Interest to Centex Bateson
Construction Co., Inc. v. Strayhorn, et al. Cause #GN301293

AG Case #031787161

Franchise Tax; Protest, Asst. AAG Assigned: Christine Monzingo
Refund & Declaratory

Judgment Plaintiff's Counsel: David Cowling
Filed: 04/23/03 Robert Lochridge
Period: 1996 Jones Day

Amount: $48,729.67 Dallas

Issue: Whether the Comptroller’ s add-back of compensation to certain officers and directors
included persons who lacked significant policy-making authority and was unconstitutional.
Whether the Comptroller improperly applied changesin Rule 3.558 to earlier periods.
Whether the officer add-back is arbitrary and discriminatory. Plaintiff also seeks declaratory
relief and attorneys' fees.

Status: Answer filed.

Central Telephone Co. of Texas and United Telephone Co. of Texas v.
Rylander, et al. Cause #GN100332

AG Case #011409646

Franchise Tax; Protest & Asst. AAG Assigned: Blake Hawthorne
Refund

Filed: 02/01/01 Plaintiff's Counsel: Mark W. Eidman
Period: 1988-1994 Ray Langenberg
Amount: $300,772.95 Scott, Douglass &
$204,616.25 McConnico

Austin
Issue: Whether inclusion of access charges in Texas' gross receipts violates Comptroller rules
on franchise tax treatment of interstate telephone receipts. Whether inclusion of the charges
violates equal protection.

Status: Answer filed.
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Dillard Department Stores, Inc. v. Strayhorn, et al. Cause #GN300878
AG Case #031770621

Franchise Tax; Refund & Asst. AAG Assigned: Christine Monzingo
Declaratory Judgment

Filed: 03/19/03 Plaintiff's Counsel: Cynthia M. Ohlenforst
Period: 1992-1995 Tracy D. Eaton
Amount: $1,646,637 Dallas

Issue: Whether the franchise tax requirement to add back officer and director compensation
to the tax base is an unconstitutional tax on the income of natural persons. Whether the
shareholder limit for the add-back is arbitrary, unreasonable and discriminatory. Whether the
provision also discriminates unconstitutionally between banks and other corporations and
should be limited to officers with significant authority.

Status: Answer filed.

El Paso Corp. v. Strayhorn, et al. Cause #GN304213

AG Case #031879356
Franchise Tax; Protest & Asst. AAG Assigned: Christine Monzingo
Refund
Filed: 10/28/03 Plaintiff's Counsel: Mark W. Eidman
Period: 1999 - 2001 Ray Langenberg
Amount: $2,278,308.75 Scott, Douglass &
McConnico
Austin

Issue: Whether severance pay and merger expenses were improperly included in Plaintiff’s
apportionment factor. Whether other income was improperly sourced or included. Whether
certain deductions were erroneoudy disallowed. Plaintiff also seeks waiver of all penalty and
interest.

Status: Answer filed.

El Paso Natural Gas Co. v. Strayhorn, et al. Cause #GN301003
AG Case #031778939

Page 4



Franchise Tax; Refund Asst. AAG Assigned: Jim Cloudt
Filed: 03/28/03

Period: 1989-1991 Plaintiff's Counsel: Mark W. Eidman

Amount: $3,000,000 Ray Langenberg
Scott, Douglass &
McConnico
Austin

Issue: Whether Plaintiff may use the successful efforts method of accounting. Whether
revenue should be recognized when it isbilled rather than when it isbooked. Whether
unamortized loss on reacquired debt may be expensed. Whether certain accounts should be
removed from surplus because they had zero balances. Whether Plaintiff’s apportionment
factor should be reduced for receipts from gas not picked up or delivered in Texas.

Status: Discovery in progress.

First Co. v. Rylander, et al. Cause #GN200229

AG Case #021556980

Franchise Tax; Refund & Asst. AAG Assigned: Christine Monzingo
Declaratory Judgment

Filed: 01/24/02 Plaintiff's Counsel: James F. Martens
Period: 1996 through ChristinaA. Mondrik
1999 Stahl, Martens & Bernal
Amount: $1,919,109 Austin

Issue: Whether the throwback rule is unconstitutional and violates P.L. 86-272. Whether
apportionment under the throwback rule, when compared to a separate accounting method,
creates such a gross disparity in taxable income asto be unconstitutional. Plaintiff also seeks
declaratory judgment and attorneys’ fees.

Status: Answer filed.

Home Interiors & Gifts, Inc. v. Strayhorn, et al. Cause #GN303185
AG Case #031842420
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Franchise Tax; Refund Asst. AAG Assigned: Christine Monzingo

Filed: 08/25/03

Period: 1992-1999 Plaintiff's Counsel: Daniel L. Butcher

Amount: $16,085,391.00 Strasburger & Price
Dallas

Farley P. Katz
Strasburger & Price
San Antonio

Issue: Whether the Texas throwback provision, Tax Code §171.1032, is unconstitutional in
violation of the Due Process, Commerce and Supremacy Clauses.

Status: Discovery in progress.

Inland Truck Parts Co. v. Strayhorn, et al. Cause #GN302603

AG Case #031831746

Franchise Tax; Refund & Asst. AAG Assigned: Christine Monzingo

Declaratory Judgment

Filed: 07/24/03 Plaintiff's Counsel: Cynthia M. Ohlenforst

Period: 1999 G. James Landon

Amount: $47,775.25 J. Blake Rice
Hughes & Luce
Dallas

Issue: Whether an S corporation owned by an ESOP owes franchise tax when the shareholder
has no income reportable to the IRS astaxable.

Status: Answer filed.

Inova Diagnostics, Inc. v. Rylander, et al. Cause #GN201829

AG Case #021626213

Franchise Tax; Refund & Asst. AAG Assigned: Christine Monzingo
Declaratory Judgment

Filed: 06/03/02 Plaintiff's Counsel: Gilbert J. Bernal, Jr.
Period: 1997 & 1998 Christina A. Mondrik
Amount: $275 Stahl, Martens & Bernal
$347 Austin
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Issue: Whether taxpayer has nexus with Texas. Whether the capital- based franchise tax is
measured by net income for purposes of P.L. 86-272. Whether the Comptroller wrongfully
forfeited plaintiff’s corporate privileges. Plaintiff also seeks attorneys’ fees.

Status: Non-suited 03/12/03. Closure pending use of discovery in Inova Diagnostics, Inc. v.
Strayhorn, et al., Cause No. GN302862.

Inova Diagnostics, Inc. v. Strayhorn, et al. Cause #GN302862
AG Case #031836471

Franchise Tax; Protest & Asst. AAG Assigned: Christine Monzingo
Declaratory Judgment

Filed: 08/11/03 Plaintiff's Counsel: Gilbert J. Bernal, Jr.
Period: 1999 through Christina A. Mondrik
2003 Stahl, Martens & Bernal
Amount: $4,658 Austin

Issue: Whether taxpayer has nexus with Texas. Whether the capital- based franchise tax is
measured by net income for purposes of P.L. 86-272. Whether the Comptroller wrongfully
forfeited plaintiff’s corporate privileges. Plaintiff also seeks attorneys’ fees.

Status: Discovery in progress. Non-jury trial set 05/03/04.

Randall’s Food & Drugs, Inc. v. Rylander, et al. Cause #GN003174
AG Case #001375450

Franchise Tax; Protest & Asst. AAG Assigned: Christine Monzingo

Refund

Filed: 10/31/00 Plaintiff's Counsel: Jasper G. Taylor, 111

Period: 1994-1997 Jay M. Chadha

Amount: $4,006,942.39 Fulbright & Jaworski
Houston
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Issue: Whether the Comptroller’s Rule 3.555(g)(3), which denies a carry forward of business
losses of a merged corporation by the surviving corporation, is an unconstitutional retroactive
law or aviolation of Texas and Delaware statutes on mergers. Whether compensation of
officers and directors should have been added back to Plaintiff’s income and whether doing
so violates constitutional equal taxation requirements. Whether some receipts were
incorrectly treated as Texas receipts. Whether surplus calculation by the Comptroller should
have excluded increases from push-down accounting. Whether failure to waive penalties and
interest was arbitrary. Whether the audit has calculation errors. Whether the Comptroller’s
determination and decision violate equal protection, due process, and other constitutional
provisions.

Status: Discovery in progress.

Reliant Energy Corp. (formerly Houston Industries, Inc.) v. Rylander, et al.
Cause #GN103935

AG Case #011532348

Franchise Tax; Refund Asst. AAG Assigned: Jim Cloudt

Filed: 11/28/01

Period: 1998 Plaintiff's Counsel: L.G. Skip Smith

Amount: $2,581,013.52 David H. Gilliland
Clark, Thomas & Winters
Austin

Issue: Whether plaintiff may use business loss carry- forward from non-surviving corporation
in merger to reduceits franchise tax.

Status: Discovery in progress.

Reliant Energy Gas Transmission Co., fka Noram Gas Transmission Co. v.
Rylander, et al. Cause #99-08127
AG Case #99-1187675

Franchise Tax; Refund Asst. AAG Assigned: Jim Cloudt

Filed: 07/15/99

Period: 1996 Plaintiff's Counsel: L.G. Skip Smith

Amount: $163,758.10 David H. Gilliland
Clark, Thomas & Winters
Austin
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Issue: Whether a business|oss carry-forward of a merged corporation may be used to reduce
the surviving corporation’ s franchise tax.

Status: Discovery in progress.

Southern Union Co. v. Rylander, et al. Cause #GN003692
AG Case #011399409

Franchise Tax; Refund Asst. AAG Assigned: Christine Monzingo
Filed: 12/29/00

Period: 1994 Plaintiff's Counsel: Mark W. Eidman
Amount: $549,983 Ray Langenberg

Eric Hagenswold
Scott, Douglass &
McConnico
Austin

Issue: Whether Plaintiff was required to use historical cost asthe basis of assets of an
acquired corporation. Whether post-retirement benefit obligations are debt. Whether
disallowing deduction of post-retirement benefits violates equal protection. Whether Plaintiff
may use another method to account for depreciation.

Status: Partial settlement.

Southwestern Bell Telephone Co. v. Rylander, et al. Cause #GN204559
AG Case #031730666

Franchise Tax; Protest & Asst. AAG Assigned: Christine Monzingo
Refund
Filed: 12/20/02 Plaintiff's Counsel: Mark W. Eidman
Period: 1996-1999 Ray Langenberg
Amount: $34,880,360.66 Scott, Douglass &
McConnico
Austin

Issue: Whether interstate access revenues are Texas receipts for franchise tax purposes.
Whether treating the revenues as Texas recei pts violates the Comptroller’ s Rule on interstate
calls and the due process, equal protection and commerce clauses of the Constitution.
Whether other interstate call revenues in border areas are not Texas receipts.

Status: Answer filed.
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Texaco Refining & Marketing (East), Inc. v. Rylander, et al. Cause #99-14555
AG Case #99-1249228

Franchise Tax; Refund Asst. AAG Assigned: Christopher Jackson
Filed: 12/15/99
Period: 1994 Plaintiff's Counsel: Ray Langenberg
Amount: $1,028,616.15 Scott, Douglass &
McConnico
Austin

Issue: Whether Plaintiff is entitled to a franchise tax credit for sales tax on manufacturing
equipment purchased by ajoint venture that it co-owned.

Status: Answer filed. On hold pending outcome of Saudi Refining, Inc. v. Rylander, et al.
Saudi decided in Comptroller’s favor. Awaiting non-suit to be filed.

Texas Instruments, Inc. v. Rylander, et al. Cause #GN102799
AG Case #011496635

Franchise Tax; Protest & Asst. AAG Assigned: Christine Monzingo
Declaratory Judgment
Filed: 08/27/01 Plaintiff's Counsel: David Cowling
Period: 1987-1990 Todd Wallace
Amount: $6,683,563.48 Gregory E. Perry
Jones, Day, Reavis &
Pogue
Dallas

Issue: Whether delivering goodsto plaintiff’s customersin plaintiff’s “bond rooms” for
eventual shipment out-of-state were sales that generated Texas receipts. Whether Plaintiff’s
long-term contracts were properly characterized as service contracts. Whether treatment of
Plaintiff’ s cost-plus contracts as service contracts violated equal protection or equal and
uniform taxation. Whether all interest should have been waived. Plaintiff also seeks
declaratory relief and attorneys' fees.

Status: Discovery in progress.
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Tyson Foods, Inc. v. Strayhorn, et al. Cause #GN302279

AG Case #031818966

Franchise Tax; Refund Asst. AAG Assigned: Jana Kinkade

Filed: 06/27/03

Period: 1992-1997 Plaintiff's Counsel: Mark W. Eidman

Amount: $4,462,424.56 Ray Langenberg
Scott, Douglass &
McConnico
Austin

Issue: Whether Plaintiff must use accelerated or straight line depreciation. Whether penalty
and interest should have been waived because Plaintiff’s affiliates had overpayments during
the audit period that could have been credited to Plaintiff’s deficiencies.

Status: Answer filed.

U.S. Home Corp. v. Rylander, et al. Cause #GN003082

AG Case #001372424

Franchise Tax; Refund Asst. AAG Assigned: Christopher Jackson
Filed: 10/20/00

Period: 1992 and 1993 Plaintiff's Counsel: D. Steven Henry
Amount: $46,607.88 Gregory A. Harwell

Robert M. Reed, Jr.
Gardere & Wynne
Dallas

Issue: Whether Plaintiff is entitled to write down or write off the value of its investment in
bankrupt subsidiaries.

Status: Answer filed.

Westcott Communications, Inc., Law Enforcement Television Network, Inc.,
Westcott ECI, Inc. and TI-IN Acquisition Corp. v. Sharp, et al. Cause #98-14049
#03-02-00351-CV

#03-0480

AG Case #99-1093113
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Franchise Tax; Protest Asst. AAG Assigned: Blake Hawthorne
Filed: 12/17/98

Period: 01/01/92- Plaintiff's Counsel: Mark W. Eidman

12/31/94 Ray Langenberg

Amount: $1,182,242.67 Steve Wingard
Scott, Douglass &
McConnico
Austin

Issue: Whether apportionment of satellite service gross receipts to Texas violates the
commerce, due process or equal protection clauses of the Congtitution or the Tax Code and
Comptroller rules apportioning receipts to the state where a service is performed.
Alternatively, whether interest should be waived.

Status: Court granted Defendants Motion for Summary Judgment 05/20/02. Notice of
Appeal filed 06/11/02. Clerk’s Record filed 07/11/02. Appellants’ brief filed 08/23/02.
Appellees brief filed 09/23/02. Appellants’ reply brief filed 11/08/02. Submitted on oral
argument 11/13/02. Appellees’ letter brief filed 11/21/02; post-submission brief filed
12/09/02. Third COA affirmed trial court’s judgment 03/20/03. Appellants’ Motion for
Rehearing filed 04/11/03; Third COA overruled Westcott’ s Motion for Rehearing 04/24/03.
Petition for Review filed in the Supreme Court 06/02/03. Response waived 06/17/03.
Supreme Court requested a response to the petition; filed by Respondent 08/19/03. Case
forwarded to higher court 10/02/03. Supreme Court requested briefs on the merits by
10/31/03 and 11/20/03. Petitioners brief filed 10/31/03. Respondents’ brief filed 11/20/03.
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Sales Tax

6S-B, Inc. v. Strayhorn, et al. Cause #GN304345
AG Case #031881436

Sales Tax; Declaratory Asst. AAG Assigned: Christopher Jackson
Judgment

Filed: 11/07/03 Plaintiff's Counsel: Mark D. Hopkins
Period: 12/01/97- Savrick, Schumann,
08/31/99 Johnson & McGarr
Amount: $84,562.70 Austin

Issue: Whether Plaintiff owes sales tax on vending machine items for those items sold or
severed by schools. Whether the sample audit was invalid. Plaintiff also seeks declaratory
relief and attorneys' fees.

Status: Answer filed. Pleato Abate filed.

AccuTel of Texas, L.P. v. Rylander, et al. Cause #GN300091

AG Case #031735236

Sales Tax; Refund Asst. AAG Assigned: Natalie Foerster
Filed: 01/10/03

Period: 06/01/97- Plaintiff's Counsel: Christopher Malish
11/30/00 Foster & Malish
Amount: $45,658.15 Austin

Issue: Whether Plaintiff should have been assessed interest and penalty.

Status: Answer filed.

Advanta Business Services Corp. v. Rylander, et al. Cause #GN103463
AG Case #011514544

Sales Tax; Protest Asst. AAG Assigned: Blake Hawthorne

Filed: 10/19/01

Period: 11/01/92- Plaintiff's Counsel: W. Stephen Benesh

12/31/97 Deanna E. King

Amount: $929,964.11 Bracewell & Patterson
Austin
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Issue: Whether plaintiff’s leases were financing leases and not taxable operating |eases under
Comptroller Rule 3.294(i). Whether the Comptroller’s sample was flawed. Alternatively,
whether penalty and interest should have been waived.

Status: Discovery in progress.

Alexopolous, Dimitrios P. v. Rylander, et al. Cause #99-08096
AG Case #99-1187865

Sales Tax; Declaratory Asst. AAG Assigned: Blake Hawthorne
Judgment

Filed: 07/14/99 Plaintiff's Counsel: Stephen W. Sather
Period: 07/01/88- Naman, Howell, Smith &
03/31/95 Lee

Amount: $134,455.65 Austin

Issue: Issue is whether the Comptroller incorrectly calculated Plaintiff’ s gross taxable sales
by using too low afactor for Plaintiff’s personal consumption, improperly comparing
Plaintiff’ s operations to other fast-food outlets, failing to consider that higher subsequent
sales were due to population increases, determining that Plaintiff kept inadequate records
when Plaintiff had lost them in afire, and failing to consider the results of an IRS audit.
Whether penalty and interest should be waived.

Status: Bankruptcy stay in effect. Discovery in progress. Trial set 10/15/01. Plaintiff filed
bankruptcy petition 09/24/01. Bankruptcy/Collection Division has requested bankruptcy
court to abstain. Case to be tried in Bankruptcy Court 11/08/02. Judgment in favor of
Comptroller entered by Bankruptcy Court.

Alpine Industries, Inc. v. Sharp, et al. Cause #98-12998
#03-03-0643-CV
AG Case #98-1080526

Sales Tax; Protest Asst. AAG Assigned: Blake Hawthorne

Filed: 11/20/98

Period: 1994-1998 Plaintiff's Counsel: Stephen D. Good

Amount: $31,128.62 Gregory A. Harwell
Gardere & Wynne
Dallas
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Issue: Whether Alpine may be regarded as a seller for direct sales made in Texas by
independent dealers and whether holding Alpine liable for salestax violates the commerce
clause, due process or equal protection.

Status: Discovery in progress. Trial set 07/28/03. Summary Judgment, including counter-
claim, granted for Comptroller 07/18/03. Final judgment entered 08/15/03. Motion for new
trial filed 08/18/03.

American Oil Change Corp. v. Rylander, et al. Cause #99-06374
AG Case #99-1175084

Sales Tax; Protest Asst. AAG Assigned: Christopher Jackson

Filed: 06/03/99

Period: 1992-1993 Plaintiff's Counsel: Gilbert J. Bernal, Jr.

Amount: $467,142.31 Stahl, Martens & Bernal
Austin

Issue: Whether materials are provided by Plaintiff to its cussomers in the course of its motor
vehicle repairs under lump sum contracts, requiring Plaintiff to pay tax on the cost of
materials. If Plaintiff’s contracts are lump sum, whether Plaintiff is entitled to credit for tax
collected from its customers and remitted to the Comptroller. Whether software services are
taxable when the seller of the services contributes rather than sells the software itself.
Whether software services are exempt under §151.346 as sales between affiliated entities of
previously exempt services. Whether interest should have been waived. Whether any of the
above issues result in adenial of equal protection, equal and uniform taxation or due process
under the federal and state constitutions.

Status: Discovery in progress. Mediation held 10/15/02. Trial scheduled 03/22/04.

Apollo Paint & Body Shop, Inc. v. Strayhorn, et al. Cause #GN300886
AG Case #031770605

Sales Tax; Protest & Asst. AAG Assigned: Jim Cloudt

Refund

Filed: 03/19/03 Plaintiff's Counsel: J. Scott Morris
Period: 10/01/91- J. Scott Morris, P.C.
09/30/98 Austin

Amount: $285,284.13

Issue: Whether plaintiff performed its repairs under lump-sum contracts. Plaintiff also
challenges the constitutionality of Rider 11.

Status: Discovery in progress.

Comptroller Case Summary/December 11, 2003 Page 15



Aramis Services, Inc. v. Sharp, et al. Cause #98-03527
AG Case #98-930349

Sales Tax; Protest Asst. AAG Assigned: Christopher Jackson
Filed: 04/03/98
Period: 04/01/90- Plaintiff's Counsel: David E. Cowling
03/31/94 Jones, Day, Reavis &
Amount: $291,196 Pogue

Dallas

Issue: Whether written and other promotional materials incurred use tax when delivered into
Texas to retailers. Issue of when and where ownership rights existed.

Status: Discovery in progress. Non-jury trial to be set prior to 03/29/04.

Aramis Services, Inc. v. Rylander, et al. Cause #0000384
AG Case #001273051

Sales Tax; Protest Asst. AAG Assigned: Christopher Jackson
Filed: 02/11/00
Period: 04/01/94- Plaintiff's Counsel: David E. Cowling
12/31/97 Robert Lochridge
Amount: $281,676.36 Jones, Day, Reavis &
Pogue
Dallas

Issue: Whether written and other promotional materials incurred use tax when delivered into
Texasto retailers. Issue of when and where ownership rights existed. Whether Rule
3.346(b)(3)(A) isinvalid and whether the Comptroller has authority to change its long-
standing policy. Alternatively, whether penalty should be waived.

Status: Discovery in progress. Non-jury trial to be set prior to 03/29/04.

B&B Gravel Co. v. Strayhorn, et al. Cause #GN302323
AG Case #031831712

Sales Tax; Administrative Asst. AAG Assigned: Blake Hawthorne
Appeal
Filed: 07/01/03 Plaintiff's Counsel: Richard S. Browne
Period: George D. Gordon
Amount: $ Baggett, Gordon &
Deison
Conroe

Page 16



Issue: Plaintiff claims that the liability assessed is inconsistent with the ALJ s decision and
seeks review under the APA.

Status: Discovery in progress.

BGK Operating Co., Inc. v. Strayhorn, et al. Cause #GN301224
AG Case #031786478

Sales Tax; Protest & Asst. AAG Assigned: Jana Kinkade
Refund
Filed: 04/17/03 Plaintiff's Counsel: Kal Malik
Period: 01/01/99- Robert N. LeMay
07/31/02 Kane, Russell, Coleman
Amount: $28,407.44 & Logan

Dallas

Issue: Whether Plaintiff is alump-sum repairer of motor vehicleswho should have paid tax
on its purchases of oil and filters. Whether charging tax to the Plaintiff resultsin
unconstitutional double taxation.

Status: Answer filed.

Baldry, Ann dba Annie's Housekeeping Services v. Sharp, et al. Cause #95-
02389
AG Case #95-234990

Sales Tax; Declaratory Asst. AAG Assigned: Jana Kinkade
Judgment

Filed: 2/27/95 Plaintiff's Counsel: Timothy M. Trickey
Period: 04/01/88- The Trickey Law Firm
06/30/92 Austin

Amount: $63,588
Issue: Whether sales tax is due on maid services provided by maids placed by Plaintiff's
service but acting as independent contractors. Also, whether Plaintiff relied, to her detriment,

on advice from the Comptroller's Office.

Status: Discovery in progress. Trial to be set the week of 02/16/04.
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Bandas, David v. Rylander, et al. Cause #GN201236
AG Case #021598024

Sales Tax; Refund Asst. AAG Assigned: Scott Simmons
Filed: 04/16/02
Period: 05/01/96- Plaintiff's Counsel: Tom Tourtellotte
04/30/00 Hance Scarborough
Amount: $24,178.86 Wright Ginsberg &
Brusilow
Austin

Issue: Whether plaintiff is entitled to a sale for resale exemption on data processing services
used in preparing tax returns.

Status: Final Judgment for Plaintiff entered 09/29/03. Case to be closed.

Bedrock General Contractors v. Rylander, et al. Cause #GN101432
AG Case #011442035

Sales Tax; Declaratory Asst. AAG Assigned: Christopher Jackson
Judgment

Filed: 05/10/01 Plaintiff's Counsel: Timothy M. Trickey
Period: 06/01/92- The Trickey Law Firm
01/31/96 Austin

Amount: $64,552.33

Issue: Whether successor liability was retroactively imposed. Whether successor liability may
be imposed when little or no cash is exchanged in the purchase of the predecessor.

Status: Answer filed.

Bell Bottom Foundation Co. v. Rylander, et al. Cause #99-01092
AG Case #99-1112186

Sales Tax; Protest Asst. AAG Assigned: Scott Simmons

Filed: 01/29/99

Period: 01/01/91- Plaintiff's Counsel: Timothy M. Trickey
12/31/94 The Trickey Law Firm
Amount: $81,571.73 Austin
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Issue: Whether taxpayer’s sub-contract was a separated contract since the generad
contractor’s construction contract was separated.

Status: Case dismissed for want of prosecution 06/17/03. Motion to Reinstate granted.
Negotiating an Agreed Scheduling Order.

Bell Helicopter Textron, Inc. v. Rylander, et al. Cause #GN200525
AG Case #021567755

Sales Tax; Refund & Asst. AAG Assigned: Jim Cloudt

Declaratory Judgment

Filed: 02/15/02 Plaintiff's Counsel: Gilbert J. Bernal, Jr.
Period: 01/01/90- Stahl, Martens & Bernal
06/30/93 Austin

07/01/93-06/30/97
Amount: $7,280,079

Issue: Whether title passed to the federal government according to Plaintiff’s contracts at the
time Plaintiff took possession of the items, thus establishing the sale for resale exemption
recognized in Day & Zimmerman v. Calvert. Plaintiff also seeks attorneys’' fees and a
declaration that the Comptroller disregarded controlling federal law, violated equal
protection or imposed tax on the U.S. government.

Status: Answer filed.

Big Tex Air Conditioning, Inc. v. Bullock, et al. Cause #486,321
AG Case #90-322672

Sales Tax; Protest Asst. AAG Assigned: Christopher Jackson
Filed: 6/26/90

Period: 04/01/85- Plaintiff's Counsel: John W. Berkel
07/31/88 Houston

Amount: $181,397

Issue: Detrimental reliance and various alegations of unconstitutional enforcement; statute of
limitations.

Status: Discovery in progress. Motion for Summary Judgment hearing to be set in 01/2004.
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Boeing North America, Inc. v. Rylander, et al. Cause #GN203340
AG Case #021676804

Sales Tax; Refund Asst. AAG Assigned: Jana Kinkade

Filed: 09/13/02

Period: 01/01/95- Plaintiff's Counsel: David H. Gilliland
12/31/96 Clark, Thomas & Winters
Amount: $343,487 Austin

Issue: Plaintiff claims a sale for resale exemption on items resold to the federal government.
Plaintiff also claims a denial of equal protection and an exemption under §151.3111.

Status: Answer filed.

Boeing North America, Inc. v. Strayhorn, et al. Cause #GN304372
AG Case #031884471

Sales Tax; Refund Asst. AAG Assigned: Jim Cloudt
Filed: 11/10/03
Period: 01/01/95- Plaintiff's Counsel: Mark W. Eidman
12/31/99 Ray Langenberg
Amount: $500,000 Doug Sigel
Scott, Douglass &
McConnico
Austin

Issue: Plaintiff claims a sale for resale exemption on items resold to the federal government.
Whether title passed to the federal government according to Plaintiff’s contracts at the time
Plaintiff took possession of the items, thus establishing the sale for resale exemption
recognized in Day & Zimmerman v. Calvert.

Status; Answer filed.

Broadcast Satellite International, Inc. v. Rylander, et al. Cause #GN103568
AG Case #011518479

Sales Tax; Declaratory Asst. AAG Assigned: Christopher Jackson
Judgment, Refund &

Protest Plaintiff's Counsel: William E. Bailey
Filed: 10/26/01 Dallas

Period: 01/01/91-

12/31/97

Amount: $200,000
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Issue: Whether Plaintiff’ s broadcast services are non-taxable information services under
§151.0038(a). Whether Plaintiff’s services are not taxable telecommunications services under
§151.0103(1) or data processing under 8151.0035. Whether the sale or use of Plaintiff’s
services occurred out-of-state. Whether Plaintiff’ s experts demonstrated that Plaintiff is
exempt under federal law. Plaintiff assertslimitations as to part of the liability and also seeks
attorneys’ fees.

Status: Answer filed.

C & T Stone Co. v. Rylander, et al. Cause #GN002428
AG Case #001344233

Sales Tax; Protest Asst. AAG Assigned: Blake Hawthorne
Filed: 08/18/00

Period: 04/01/94- Plaintiff's Counsel: William T. Peckham
12/31/97 Austin

Amount: $207,454.40

Issue: Whether Plaintiff owes sales tax on its sales of limestone to third parties under
§151.311(a). Whether Plaintiff detrimentally relied on advice from the Comptroller’s Office.
Whether exemption certificates covered some sales that were assessed tax. Whether Plaintiff
is entitled to the manufacturing exemption under 8151.318(g). Whether penalty and interest
should be waived.

Status: Discovery in progress. Trial set 01/20/04.

Central Power & Light Co. v. Sharp, et al. Cause #96-11455
AG Case #96-602037

Sales Tax; Refund Asst. AAG Assigned: Jana Kinkade

Filed: 09/20/96

Period: 07/01/86- Plaintiff's Counsel: L.G. Skip Smith

12/31/89 Clark, Thomas & Winters
Amount: $32,788 Austin

Issue: Whether utility pole replacement services are non-taxable maintenance or taxable
repair labor.

Status: Discovery in progress.
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Chapal Zenray, Inc. v. Rylander, et al. Cause #GN204506

AG Case #031729197

Sales Tax; Protest & Asst. AAG Assigned: Jana Kinkade

Refund

Filed: 12/16/02 Plaintiff's Counsel: Mark W. Eidman

Period: 01/01/94- Ray Langenberg

12/31/97 Curtis J. Osterloh

Amount: $210,943.91 Scott, Douglass &
McConnico
Austin

Issue: Whether items such as boxes, foam pads and twist ties are not subject to tax pursuant
to Tex. Tax Code §151.011 (f)(2) and Rule 3.346 (c)(l)(c) when purchased by a person who
uses the items to secure jewelry for shipment out-of-state.

Status: Answer filed.

Church & Dwight Co., Inc. v. Rylander, et al. Cause #GN000525
AG Case #001258201

Sales Tax; Refund Asst. AAG Assigned: Blake Hawthorne

Filed: 01/12/00

Period: 10/01/90- Plaintiff's Counsel: Robert C. Alden

12/31/93 Phillip L. Sampson, Jr.

Amount: $64,868.50 Bracewell & Patterson
Austin

Issue: Whether Plaintiff owes use tax on promotional materials shipped from out-of-state.
Whether the Comptroller’simposition of use tax isinvaid because Plaintiff made no use of
the materials in Texas. Whether Rule 3.346(b)(3)(A) isinvalid. Whether the tax violates the
Commerce and Due Process Clauses of the United States Constitution.

Status: Answer filed.

Clinique Services, Inc. v. Sharp, et al. Cause #98-03533
AG Case #98-930330

Sales Tax; Protest Asst. AAG Assigned: Christopher Jackson
Filed: 04/03/98
Period: 04/01/90- Plaintiff's Counsel: David E. Cowling
03/31/94 Jones, Day, Reavis &
Amount: $519,192 Pogue

Dallas
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Issue: Whether written and other promotional materials incurred use tax when delivered into
Texas to retailers. Issue of when and where ownership rights existed.

Status. Discovery in progress. Non-jury trial to be set prior to 03/29/04.

Clinique Services, Inc. v. Rylander, et al. Cause #GN000376

AG Case #001273069
Sales Tax; Protest Asst. AAG Assigned: Christopher Jackson
Filed: 02/11/00
Period: 04/01/94- Plaintiff's Counsel: David E. Cowling
03/31/98 Robert Lochridge
Amount: $650,361.82 Jones, Day, Reavis &
Pogue
Dallas

Issue: Whether written and other promotional materials incurred use tax when delivered into
Texas to retailers. Issue of when and where ownership rights existed. Whether Rule
3.346(b)(3)(A) isinvalid and whether the Comptroller has authority to change its long-
standing policy. Alternatively, whether penalty should be waived.

Status. Discovery in progress. Non-jury trial to be set prior to 03/29/04.

Coastal Refining & Marketing, Inc. v. Sharp, et al. Cause #98-03540
AG Case #98-930321

Sales Tax; Protest Asst. AAG Assigned: Blake Hawthorne
Filed: 04/03/98
Period: 01/01/89- Plaintiff's Counsel: Jasper G. Taylor, 11
06/30/89 Fulbright & Jaworski
07/01/89-12/31/91 Houston
Amount: $1,635,965
Joe W. Cox
Coastal States
Management Corp.
Houston

Issue: Whether certain work performed by Plaintiff isnew construction under alump sum
contract and thus not taxable.

Status: Discovery in progress. Plaintiff has submitted settlement offer.
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Colt, Mach V., Trustee of the Harry T. LIoyd Charitable Trust, Successor in
Interest to House of Lloyd, Inc. v. Rylander, et al. Cause #GN100740

AG Case #011423951

Sales Tax; Refund & Asst. AAG Assigned:
Declaratory Judgment

Filed: 03/09/01 Plaintiff's Counsel:
Period: 01/01/95-

03/31/99

Amount: $645,193.40

Jana Kinkade

Marilyn A. Wethekam
Horwood Marcus & Berk
Chartered

Chicago, Illinois

David E. Cowling
Charolette Noel
Gregory E. Perry
Jones, Day, Reavis &
Pogue

Dallas

Issue: Whether Plaintiff is entitled to refund of sales tax on “hostess free goods,” because
Plaintiff paid use tax on the goods. Whether sales tax collected from its hostesses on hostess
free goods can be refunded to them by a credit for merchandise. Whether Rule 3.325(b)(2) is

invalid. Plaintiff also seeks declaratory relief and attorneys' fees.

Status: Answer filed.

Cosmair, Inc. v. Strayhorn, et al. Cause #GN302009
AG Case #031816135

Sales Tax; Protest, Asst. AAG Assigned:
Refund & Declaratory
Judgment Plaintiff's Counsel:

Filed: 06/09/03

Period: 07/01/96-
12/31/98

Amount: $1,322,536.67
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Issue: Whether Plaintiff owes use tax on items transferred free of charge that are
subsequently brought into Texas. Plaintiff specifically challenges whether: 1) “use” includes
distribution; 2) use was only out-of-state where control transferred; 3) longstanding policy
may be changed; 4) Rule 3.346 does not support tax on promotiona materials; 5) use tax
applies without title or possession; 6) no consideration for transfer; 7) Rule 3.346(b)(3)(A) is
invalid; 8) tax is bared by Commerce, Due Process and Equal Protection Clauses; and 9)
resale exemption applies. Plaintiff also seeks attorneys’ fees.

Status: Answer filed.

Dillard’s, Inc., aka Dillard Department Stores, Inc., and Dillard Texas Operating
Limited Partnership v. Rylander, et al. Cause #GN203937

AG Case #021703947

Sales Tax; Protest & Asst. AAG Assigned: Scott Simmons
Refund

Filed: 10/30/02 Plaintiff's Counsel: Mark W. Eidman
Period: 07/01/93- Ray Langenberg
01/31/96 Doug Sigel
02/01/96-11/30/96 Scott, Douglass &
Amount: $1,100,000+ McConnico

Austin

Issue: Whether Plaintiff’s sewing machines and other property used to alter clothing qualify
for the manufacturing exemption. Whether Plaintiff is entitled to a refund of tax on
packaging supplies, non-taxable services, and industrial solid waste disposal. Whether the
Comptroller improperly applied afranchise tax credit to the assessed amount.

Status: Answer filed.

DuPont Photomasks, Inc. v. Strayhorn, et al. Cause #GN303695
AG Case #031855117

Sales Tax; Protest & Asst. AAG Assigned: Jim Cloudt
Declaratory Judgment

Filed: 09/12/03 Plaintiff's Counsel: Larry F. York
Period: 01/01/96- Susan F. Gusky
10/31/97 York, Keller & Field
Amount: $299,987.35 Austin

Jennifer K. Patterson
Austin
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Issue: Whether Plaintiff’ s purchase of a cleanroom should have been an exempt sale for
resale. Whether the lease of the cleanroom was incidental to the lease of the building in
which it was housed and whether Rule 3.294(k)(1) isinvalid. Whether the Comptroller’s
final decision is arbitrary and violates due process, equal and uniform taxation, and equal
protection. Whether Rider 11 isunconstitutional as: (1) an amendment to substantive law; (2)
aviolation of due process, equal protection and open courts; and (3) an unconstitutional
taking. Plaintiff seeks attorney’s fees and demands ajury trial.

Status: Discovery in progress.

E. de la Garza, Inc. v. Rylander, et al. Cause #GN003589

AG Case #0011395316

Sales Tax; Protest Asst. AAG Assigned: Scott Simmons
Filed: 12/15/00

Period: 01/01/93- Plaintiff's Counsel: Rudy de la Garza
12/31/96 Brownsville

Amount: $83,138.14
Issue: Whether sales of grocery bags and sacks are not taxable when sold to grocery stores
who have provided a blanket sale for resale certificate. Plaintiff also complains of audit

calculation errors.

Status: Discovery in progress.

EFW, Inc. v. Rylander, et al. Cause #GN200906
AG Case #021579578

Sales Tax; Refund & Asst. AAG Assigned: Jana Kinkade
Declaratory Judgment

Filed: 03/19/02 Plaintiff's Counsel: Mark W. Eidman
Period: 04/94-03/31/98 Ray Langenberg
Amount: $123,440.25 Doug Sigel

Curtis J. Osterloh
Scott, Douglass &
McConnico
Austin

Issue: Whether title passed to the federal government according to Plaintiff’s contracts at the
time Plaintiff took possession of the items, thus establishing the sale for resale exemption
recognized in Day & Zimmerman v. Calvert. Plaintiff also seeks attorneys’ fees.

Status: Answer filed.
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ELC Beauty LLC, as Successor-in-Interest to Aramis Services, Inc. v.
Rylander, et al. Cause #GN203514

AG Case #021681226
Sales Tax; Protest & Asst. AAG Assigned: Christopher Jackson
Declaratory Judgment
Filed: 09/26/02 Plaintiff's Counsel: David Cowling
Period: 01/01/98- Robert Lochridge
12/31/00 Gregory E. Perry
Amount: $284,508.69 Jones, Day, Reavis &
Pogue
Dallas

Issue: Whether written and other promotional materials incurred use tax when delivered into
Texasto retailers. Issue of when and where ownership rights existed. Whether Rule
3.346(b)(3)(A) isinvalid and whether the Comptroller has authority to change its long-
standing policy. Alternatively, whether penalty should be waived.

Status: Answer filed.

Estee Lauder Services, Inc. v. Sharp, et al. Cause #98-03525
AG Case #98-930358

Sales Tax; Protest Asst. AAG Assigned: Christopher Jackson
Filed: 04/03/98
Period: 01/01/89- Plaintiff's Counsel: David E. Cowling
09/30/92 Jones, Day, Reavis &
Amount: $472,225 Pogue

Dallas

Issue: Whether written and other promotional materials incurred use tax when delivered into
Texas to retailers. Issue of when and where ownership rights existed.

Status: Answer filed.

Estee Lauder Services, Inc. v. Sharp, et al. Cause #98-03524
AG Case #98-930367

Sales Tax; Protest Asst. AAG Assigned