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Franchise Tax

7-Eleven, Inc. v. Strayhorn, et al.
Cause Number: GN501845 AG Case #: 052154382 Filed: 5/23/2005

Franchise Tax; Refund & Declaratory Judgment
Claim Amount Reporting Period
$203,117.59 1994 - 1996

Counsel Associated With This Ce
Assistant Attorney General

Monzingo, Christine OAG Taxation / Austin
Opposing Counsel

Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin
Langenberg, Ray
Sigel, Doug

Issue: Whether the franchise tax requirement umdgrCode 8171.110 to add back officer and
director compensation to the tax base without vapgroval is unconstitutional. Plaintiff
claims disparate tax treatment based on the nuoflsrareholders within a corporation, and
violation of equal and uniform taxation and the &darotection Clause. Whether the
provision also discriminates unconstitutionallye¢n banks and other corporations and
should be limited to officers with significant aatity.

Status: Discovery in progress. Settlement negonatin progress.

7-Eleven, Inc. v. Strayhorn, et al.
Cause Number: GN501854 AG Case #: 052154390 Filed: 5/23/2005

Franchise Tax; Refund & Declaratory Judgment

Claim Amount Reporting Period
$169,857.71 1997 - 1999

Counsel Associated With This Ce
Assistant Attorney General

Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
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Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin
Langenberg, Ray
Sigel, Doug

Issue: Whether the franchise tax requirement umdgrCode 8171.110 to add back officer and
director compensation to the tax base without vapgroval is unconstitutional. Plaintiff
claims disparate tax treatment based on the nuoflsrareholders within a corporation, and
violation of equal and uniform taxation and the &darotection Clause. Whether the
provision also discriminates unconstitutionallyee¢n banks and other corporations and
should be limited to officers with significant aaotity.

Status: Motion granted 11/07/06 to consolidate aase styled 7-Eleven, Inc. v. Strayhorn, et
al., Cause #GN501845.

7-Eleven, Inc. v. Strayhorn, et al.
Cause Number: D-1-GN-06-00238AG Case #: 062380316 Filed: 6/29/2006

Franchise Tax; Refund

Claim Amount Reporting Period
$169,847.71 1997 - 1999

Counsel Associated With This Ce
Assistant Attorney General

Monzingo, Christine OAG Taxation / Austin
Opposing Counsel

Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin
Langenberg, Ray
Sigel, Doug

Issue: Whether add-back of officer compensatianpgrsonal income tax requiring voter
approval. Whether Section 8171.110 and Rule 3.58&te equal protection. Alternatively,
whether the amount of add-back is overstated.

Status: Motion granted 11/07/06 to consolidate aase styled 7-Eleven, Inc. v. Strayhorn, et
al., Cause #GN501845.

Anadarko Petroleum Corporation v. Combs, et al.
Cause Number: D-1-GN-07-00067(AG Case #: 072441751 Filed: 3/6/2007

Franchise Tax; Refund

Claim Amount Reporting Period
$3,100,129.00 1995 - 2002
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Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin

Langenberg, Ray

Issue: Whether Plaintiff may include proved resemsen computing impairment for long-
lived assets. Whether Plaintiff is entitled to asealternative GAAP method of computing
accumulated depreciation and net pension liatslighether Plaintiff is entitled to a franchise
tax credit for tax paid on property used in mantufang. Plaintiff requests that penalty and
interest be waived.

Status: Answer filed.

AROC (Texas), Inc. v. Combs, et al.

Cause Number: D-1-GN-07-00088AG Case #: 072445745 Filed: 3/23/2007
Franchise Tax; Protest & Refund

Claim Amount Reporting Period
$241,435.17 01/01/01 - 12/31/02
$114,245.78 01/01/01 - 12/31/02

Counsel Associated With This Ce

Assistant Attorney General
Masters, Paul H. OAG Taxation / Austin
Opposing Counsel
Tourtellotte, Tom Hance Scarborough Wright Woodward &

Weisbart, L.L.P. / Austin

Issue: Whether debts of the Plaintiff are inter-pamy debts or equity infusions, causing the
debts to be treated as equity and therefore taxBldatiff claims its assets had been
collateralized to a third party lender in retuon funding.

Status: Answer filed.

Brink's Home Security, Inc. v. Strayhorn, et al.
Cause Number: D-1-GN-06-004615AG Case #: 062430392 Filed: 12/14/2006

Franchise Tax; Refund
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Claim Amount Reporting Period
$91,372.00 2000

Counsel Associated With This Ce

Assistant Attorney General
Masters, Paul H. OAG Taxation / Austin
Opposing Counsel
Bernal, Jr., Gilbert J. Stahl, Bernal & Davies / Austin
Sewell, David J.

Issue: Whether Plaintiff's gross receipts shoubilitie those receipts for services apportioned
outside of the State. Plaintiff claims the Comp&ohas misapplied the statutes and rules at
issue and imposition of tax against Plaintiff icanstitutional. Plaintiff claims violation of the
Commerce Clause.

Status: Waiting for settlement offer from Plaintiff

Central Telephone Company of Texas and United Télepe Company of
Texas v. Rylander, et al.
Cause Number: GN100332 AG Case #: 011409646 Filed: 2/1/2001

Franchise Tax; Protest

Claim Amount Reporting Period
$300,772.95 1988 - 1994
$204,616.25 1988 - 1994

Counsel Associated With This Ce

Assistant Attorney General
Masters, Paul H. OAG Taxation / Austin
Opposing Counsel
Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin

Langenberg, Ray

Issue: Whether inclusion of access charges in Tgxass receipts violates Comptroller rules
on franchise tax treatment of interstate telepheneipts. Whether inclusion of the charges
violates equal protection.

Status: Discovery stayed pending appeal of Souttene8ell case.
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Chevron Chemical Company, L.L.C., as Successor ke@on Chemical

Company v. Strayhorn, et al.
Cause Number: D-1-GN-06-00078AG Case #: 062297486 Filed: 3/6/2006

Franchise Tax; Refund
Claim Amount Reporting Period
$559,579.09 1994 - 1995

Counsel Associated With This Ce
Assistant Attorney General

Wolfe, Susan OAG Taxation / Austin
Opposing Counsel

Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin
Langenberg, Ray
Sigel, Doug

Issue: Whether the Comptroller correctly appliediliff's business loss carry-forward on
earned surplus during years when the earned swspitex was computed at zero.

Status: Answer filed.

Chevron USA, Inc. v. Strayhorn, et al.
Cause Number: GN401579 AG Case #: 041972456 Filed: 5/17/2004

Franchise Tax; Refund

Claim Amount Reporting Period
$44,063,913.00 1987 - 1999

Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin

Langenberg, Ray
Hagenswold, R. Eric

Issue: Whether Plaintiff may compute surplus usinglternative GAAP method of
calculating impairment. Whether Plaintiff may usesimess loss carry-forward as a deduction
to taxable earned surplus. Whether the Comptritarrectly calculated Plaintiff’'s pushdown
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adjustments. Whether environmental reserves shmutthiculated as taxable capital surplus.
Whether Plaintiff is entitled to the manufacturicrgdit.

Status: Inactive.

Chevron USA, Inc. v. Strayhorn, et al.
Cause Number: GN500170 AG Case #: 052091378 Filed: 1/18/2005
Franchise Tax; Refund

Claim Amount Reporting Period
$5,000,000.00 1988 - 1991, 1995, 1996, 1999

Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin

Langenberg, Ray

Issue: Whether abandonment costs of oil and ggsepies can be excluded from surplus as
contra-asset accounts for depreciation, depletiohaanortization under GAAP guidelines.
Whether Plaintiff may change its accounting methasksd to calculate surplus within a four
year period. Plaintiff also claims violation of edj@nd uniform taxation and equal protection.

Status: Inactive.

DaimlerChrysler Services North American, L.L.C.
Cause Number: GN401380 AG Case #: 041965591 Filed: 4/30/2004
Franchise Tax; Refund

Claim Amount Reporting Period
$2,123,382.74 1988 - 1991

Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin

Langenberg, Ray
Meese, Matthew J.
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Issue: How should proceeds from the sale of acsa@aeivables, including retail and
wholesale, be calculated for franchise tax appontient purposes. Whether Plaintiff’s
accounts receivables are capital assets or invasgnielaintiff claims that the Comptroller’s
use of the net gain method instead of the grossptcmethod in calculating Plaintiff's total
gross receipts for franchise tax apportionment sep violates the Texas Tax Code, the
Comptroller’s rules, Comptroller policy, and thenstitutional requirements of equal
protection and equal and uniform taxation.

Status: Answer filed.

Dillard Department Stores, Inc. v. Strayhorn, et.al
Cause Number: GN300878 AG Case #: 031770621 Filed: 3/19/2003

Franchise Tax; Refund & Declaratory Judgment

Claim Amount Reporting Period
$1,646,637.00 1992 - 1995

Counsel Associated With This Ce
Assistant Attorney General

Monzingo, Christine OAG Taxation / Austin
Opposing Counsel

Ohlenforst, Cynthia M. Hughes & Luce / Dallas
Eaton, Tracy D.

Issue: Whether the franchise tax requirement tobaadt officer and director compensation to
the tax base is an unconstitutional tax on therireof natural persons. Whether the
shareholder limit for the add-back is arbitraryreasonable and discriminatory. Whether the
provision also discriminates unconstitutionallyee¢n banks and other corporations and
should be limited to officers with significant aatity.

Status: Non-suit filed.

El Paso Corporation v. Strayhorn, et al.
Cause Number: GN304213 AG Case #: 031879356 Filed: 10/28/2003

Franchise Tax; Protest

Claim Amount Reporting Period
$2,278,308.75 1999 - 2001

Counsel Associated With This Ce
Assistant Attorney General

Monzingo, Christine OAG Taxation / Austin
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Opposing Counsel

Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin
Langenberg, Ray

Issue: Whether severance pay and merger expensesm@operly included in Plaintiff's
apportionment factor. Whether other income was aperly sourced or included. Whether
certain deductions were erroneously disallowednkfbalso seeks waiver of all penalty and
interest.

Status: Answer filed.

El Paso Natural Gas Company v. Combs, et al.

Cause Number: GN301003 AG Case #: 031778939 Filed: 3/28/2003
#03-05-00144-CV
#06-05-00059-CV

Franchise Tax; Refund

Claim Amount Reporting Period
$3,000,000.00 1989 - 1991

Counsel Associated With This Ce

Assistant Attorney General
Cloudt, Jim B. OAG Taxation / Austin
Opposing Counsel
Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin

Langenberg, Ray

Issue: Whether Plaintiff may use the successfalreffmethod of accounting. Whether revenue
should be recognized when it is billed rather théen it is booked. Whether unamortized loss
on reacquired debt may be expensed. Whether cataounts should be removed from
surplus because they had zero balances. WhethetifPlaapportionment factor should be
reduced for receipts from gas not picked up owveedid in Texas. Whether Plaintiff's refund
claims were timely filed and whether some claimsengecluded by an earlier hearings
decision.

Status: Summary Judgment hearing held 08/24/04ndedt entered 02/24/05; both motions
granted in part and denied in part. Cross-noti¢egppeal filed 03/08/05. Appeals transferred
from Third Court of Appeals to Sixth Court of Appea Texarkana, Texas by Texas
Supreme Court on 04/04/05. Cross-appellants' biilets 05/09/05 and 05/10/05. Cross-
appellees' briefs filed 06/20/05. Cross-appellastdy briefs filed 07/08/05 and 07/11/05.
Submitted on Oral Argument 04/18/06. Opinion issied 8/06. Partial summary judgment in
favor of El Paso reversed; partial summary judgnrefavor of Comptroller affirmed; one

Page 8



issued remanded. Motion for Rehearing filed 11/6600rder entered 11/28/06. Comptroller's
response filed 12/08/06. Appellant's reply filed12206. Motion for Rehearing overruled
12/19/06. Petition for Review due 06/04/07.

El Paso Natural Gas Company v. Strayhorn, et al.

Cause Number: GN500963 AG Case #: 052132248 Filed: 3/30/2005

Franchise Tax; Refund

Claim Amount Reporting Period
$446,836.60 1988

Counsel Associated With This Ce
Assistant Attorney General

Cloudt, Jim B. OAG Taxation / Austin
Opposing Counsel

Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin
Langenberg, Ray
Sigel, Doug

Issue: Whether unamortized loss on reacquiredmetbe expensed. Whether Plaintiff's
apportionment factor should be reduced for recdipta gas not picked up or delivered in
Texas.

Status: Discovery in progress.

Fairfield Industries, Inc. v. Strayhorn, et al.
Cause Number: GN503289 AG Case #: 052214558 Filed: 9/13/2005

Franchise Tax; Protest & Declaratory Judgment

Claim Amount Reporting Period
$1,107,256.04 2002 - 2004

Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
White, John D. Jones, Walker, Waechter, Poitevent, Carrére &

Denégre, L.L.P. / The Woodlands

Issue: Whether Plaintiff's gross receipts shouldrbated as receipts from intangibles
apportioned based on the location of the payoh@idcation of the alleged use of data.
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Whether the transfer of seismic data is a “licerehe transfer of an intangible for franchise
tax apportionment purposes. Plaintiff also requétsts penalties be waived and recovery of
attorneys' fees.

Status: Discovery in progress.

Fairfield Industries, Inc. v. Strayhorn, et al.
Cause Number: D-1-GN-06-00079°AG Case #: 062296884 Filed: 3/7/2006

Franchise Tax; Protest & Declaratory Judgment

Claim Amount Reporting Period
$769,839.19 1999 - 2001

Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
White, John D. Jones, Walker, Waechter, Poitevent, Carrére &

Denégre, L.L.P. / The Woodlands

Issue: Whether Plaintiff's gross receipts shouldrbated as receipts from intangibles
apportioned based on the location of the payoh@idcation of the alleged use of data.
Whether the transfer of seismic data is a “licergethe transfer of an intangible for franchise
tax apportionment purposes. Plaintiff also requitsts penalties be waived and recovery of
attorneys' fees.

Status: Discovery in progress.

First Company v. Rylander, et al.
Cause Number: GN200229 AG Case #: 021556980 Filed: 1/24/2002
Franchise Tax; Refund & Declaratory Judgment

Claim Amount Reporting Period
$1,919,109.00 1996 - 1999

Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
Martens, James F. Martens & Associates / Austin
Mondrik, Christina A. Mondrik & Associates / Austin
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Issue: Whether the throwback rule is unconstitati@nd violates P.L. 86-272. Whether
apportionment under the throwback rule, when coetbéw a separate accounting method,
creates such a gross disparity in taxable income bs unconstitutional. Plaintiff also seeks
declaratory judgment and attorneys’ fees.

Status: Discovery suspended.

Galland Henning Nopak, Inc. v. Strayhorn, et al.
Cause Number: D-1-GN-06-00140RG Case #: 062312129 Filed: 4/21/2006

Franchise Tax; Protest

Claim Amount Reporting Period
$16,751.35 1995 - 2004

Counsel Associated With This Ce

Assistant Attorney General
Kinkade, Jana K. OAG Taxation / Austin
Opposing Counsel
Davidson, William C. Law Offices of Minter Joseph & Thornhill, P.C. /

Austin

Issue: Whether Plaintiff had sufficient nexus irxagto be assessed taxes under both the
taxable capital component and the earned surplmponent of the Texas Franchise Tax.

Status: Answer filed.

Gulf Chemical & Metallurgical Corporation v. Straybrn, et al.
Cause Number: D-1-GN-06-004636AG Case #: 062430582 Filed: 12/15/2006

Franchise Tax; Refund

Claim Amount Reporting Period
$245,571.02 1997 - 2000

Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin

Langenberg, Ray
Issue: How should processing fees and metals dveditilculated for franchise tax
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apportionment purposes. Whether Plaintiff is esditio a refund resulting from the elimination
of the addback for officer and director compensatio

Status: Answer filed.

Home Interiors & Gifts, Inc. v. Combs, et al.

Cause Number: GN303185 AG Case #: 031842420 Filed: 8/25/2003
#03-04-00660-CV
#05-0939

Franchise Tax; Refund

Claim Amount Reporting Period
$16,085,391.00 1992 - 1999

Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
Butcher, Daniel L. Strasburger & Price / Dallas
Katz, Farley P. Strasburger & Price / San Antonio

Issue: Whether the Texas throwback provision, Ta#eC8171.1032, is unconstitutional in
violation of the Due Process, Commerce, Suprenawy,Equal Protection Clauses.

Status: Hearing on Cross-Motions for Summary Juddreld 09/21/04. Defendants' Motion
granted 09/30/04. Notice of Appeal filed 10/20/Bppellant's brief filed 01/24/05. Appellees'
brief filed 03/25/05. Appellants' reply brief filé®/28/05. Appellee's response to reply brief
filed 05/23/05. Submitted on Oral Argument 05/25/8ppellant filed post-submission brief
06/03/05. Motion granted 06/14/05 for Appellanfite post-submission brief. Appellees filed
letter of authority 06/21/05. Appellant filed latief authority 06/23/05. Opinion issued
07/28/05 reversing and rendering judgment for Alamés. Motion for Rehearing filed by
Appellant 08/09/05. Motion for Rehearing filed bppellee 08/15/05; denied 09/22/05.
Petition for Review filed by State in Tx. Supremeu@@ 01/06/06. Response from Home
Interiors filed 03/03/06. Briefing on the meritgteested 04/26/06. Petitioners' brief on the
merits filed 06/26/06. Respondent's brief on theitsméled 07/28/06. Petitioners' reply brief
filed 08/14/06. Petition for Review denied 03/09/Mbtion for Rehearing filed 03/26/07.
Response requested by Court 04/17/07. Respondéfii&espondent 05/02/07. Appeal being
handled by Solicitor General's Office, OAG.

Kellwood Company, The v. Strayhorn, et al.
Cause Number: GN500508 AG Case #: 052102654 Filed: 2/16/2005
Franchise Tax; Protest
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Claim Amount Reporting Period
$129,355.44 2001 - 2003

Counsel Associated With This Ce

Assistant Attorney General

Kinkade, Jana K. OAG Taxation / Austin
Opposing Counsel

Flaherty, Jason Jenkens & Gilchrist / Austin

Issue: How should pension reversion gain be alkmtédr franchise tax apportionment
purposes. Is the pension reversion gain non-ungtagnitary earned surplus income. Whether
Plaintiff's pension reversion gain should be cadtedl with Plaintiff's Texas gross receipts.
What methodology the Comptroller should apply todistort the amount of taxable earned
surplus apportionable to Texas. Plaintiff alsorakviolation of the Due Process and
Commerce Clauses of the US Constitution and the@uese of Law provision of the Texas
Constitution.

Status: Answer filed.

Millennium Inorganic Chemicals, Inc. v. Strayhornet al.
Cause Number: D-1-GN-06-000655AG Case #: 062295894 Filed: 2/23/2006

Franchise Tax; Protest

Claim Amount Reporting Period
$2,862,261.31 1996 - 1999

Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin

Langenberg, Ray
Hagenswold, R. Eric

Issue: Whether Plaintiff may deduct from its sugpilne pre-acquisition negative retained
earnings of a subsidiary’s subsidiary. Whetherr@laimay write-down subsidiary’s
investments in subsidiaries. Whether the Comptrolberectly determined Plaintiff's original
cost basis in its subsidiary.

Status: Discovery in progress.
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Owens Corning v. Strayhorn, et al.
Cause Number: GN503923 AG Case #: 052240819 Filed: 10/28/2005

Franchise Tax; Refund

Claim Amount Reporting Period
$90,980.34 1992 - 1993

Counsel Associated With This Ce

Assistant Attorney General
Monzingo, Christine OAG Taxation / Austin
Opposing Counsel
Eidman, Mark W. Scott, Douglass & McConnico, L.L.P. / Austin

Langenberg, Ray

Issue: Whether Plaintif