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Lee, Melanie

From: Anderson, Kyle B <kyle.anderson2@usbank.com>

Sent: Tuesday, July 10, 2018 10:06 AM

To: Joyce Sprowl

Cc: Orville Sharpe; Brady, Marybeth; Moyer, Drew P

Subject: RE: Additional IDR no. 3 - US Bank, NA - 12-14 Apportionment Data
Attachments: Bank_300_Apportionment_2014_SC_Customer_Sourcing.xlsx

Joyce,

| apologize that it has taken me so long to respond to your message. June was a really busy month so we are now just
getting back to the remaining items for the South Carolina audit. During the field work we provided you with the 2014
market sourcing information for US Bank NA, Elavon, and the 2 REITs. As you noted there were some formula errors in
the US Bank NA file. | have attached the updated file which shows the totals now that the formula errors have been
resolved.

You also asked about the receipts titled “Investments — Asset Back Receipts.” | believe that we discussed this at our last
meeting during the field work phase. The receipts titled “Investments — Asset Back Receipts” are the sales of mortgage
backed securities purchased from either Ginnie Mae or Fannie Mae.

You also asked about how we calculated customer sourcing apportionment. Below is a brief explanation of our process
in calculating customer sourcing apportionment.

For customer location we obtain sourcing reports showing the total receipts earned from that type of income in each
state or country. For example if the income is related to commercial loans we get a report from the commercial loan
system that says we earned $10 from customers in CA, $20 from customers in AZ, $30 from customers in MN, etc. We
then compute a percentage by dividing the amount in a specific state divided by receipts from all states and countries.
The reason percentages are used is because the amounts from the source loan system does not always equal the
amount reflected on the general ledger because the general ledger may reflect a manual adjustment. The percentage is
then multiplied against a general ledger account related to that type of income. General ledger accounts are grouped
into apportionment codes. The codes are designed to group GL accounts that reflect income from related activities and
by the loan system that reflects the receipts. For example, mortgage interest is tracked on the CPI system. So you will
see an apportionment code called Residential Mortgage Receipts — CPI. Because the customer location sourcing reports
do not provide customer location receipts for each account the same percentage will be used for all GL accounts in this
apportionment code grouping.

| believe that we have provided answers to your IDR 3 e-mail. We know that we still need to send customer sourcing
apportionment to you for 2015 and 2016 which we will do shortly.

Kyle B Anderson
State Tax Manager
US Bancorp
612-303-7911

R. 2054



From: Joyce Sprowl [mailto:Katherine.Sprowl@dor.sc.gov]

Sent: Thursday, May 10, 2018 12:10 PM

To: Anderson, Kyle B

Cc: Orville Sharpe

Subject: [EXTERNAL] RE: Additional IDR no. 3 - US Bank, NA - 12-14 Apportionment Data

Hi Kyle,

We reviewed the Bank apportionment data you provided for 12-14 (based on the location of the income producing
activity).
» We noticed that some of the everywhere amounts on the original apportionment schedule do not balance to the
original apportionment schedule you provided for the bank.
» Can you explain the differences?

Also, there is no combined total of the everywhere receipts on the schedule.
> Please advise as to what that combined total everywhere amount is. We are trying to balance to the everywhere
total shown in the original apportionment schedules provided.

In addition, we noticed that no SC receipts were sourced to the category of receipts titled: “Investment Asset Back-
Receipts”.
> Please provide a detail explanation of what these receipts are?
» Were any of these receipts from interest and/or gains from the sale/securitization of loans?
» If so, then a portion of the gain and/or interest should be sourced to SC if the obligor of the loan sold/securitized
was a SC customer.

Also, we noticed, for each sub-category of receipts, where a portion of the receipts were sourced to SC that-
» each line item within the sub-category has the same apportionment ratio,
» and the percentages are different for each sub-category of receipts.
» Please provide the details of how the percentages were determined for each sub-category of receipts.

Thank you.

Katherine Joyce Sprowl

Foreign Tax Auditor

803-898-5916, Columbia Office W&Th
803-909-8775, Rock Hill Office M, T& F
katherine.Sprowl@dor.sc.gov

South Carolina Department of Revenue
Field Operations

300A Outlet Pointe Blvd

Columbia, SC 29210

dor.sc.gov

FOUTH CARDLINA,

CEPARTMENT OF FEVENUE

NOTE: The information in this message and/or attachments may be proprietary and/or confidential, and protected from
disclosure. If the reader of this message is not the intended recipient, or an employee or agent responsible for delivering
this message to the intended recipient, you are hereby notified that any dissemination, distribution or copying of this

R. 2055



communication is strictly prohibited. If you have received this communication in error, please notify the sender
immediately by replying to this message and deleting it from your computer.

Phone Hours: Monday, Tuesday, Thursday, and Friday 8:30 a.m. - 4:45 p.m.; Wednesday 9:30 a.m. 4:45 p.m.
Taxpayer Service Center Hours: Monday-Friday 8:30 a.m. - 5:00 p.m.
SCDOR offices are closed on weekends and state holidays.

U.S. BANCORP made the following annotations

Electronic Privacy Notice. This e-mail, and any attachments, contains information that is, or may be,
covered by electronic communications privacy laws, and is also confidential and proprietary in nature.
If you are not the intended recipient, please be advised that you are legally prohibited from retaining,
using, copying, distributing, or otherwise disclosing this information in any manner. Instead, please
reply to the sender that you have received this communication in error, and then immediately delete
it. Thank you in advance for your cooperation.

R. 2056
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