Case study: Multistate income taxes
Assignment
Assume you have just started your first accounting job after completing your degree, as a tax associate with Awesome Accountants. Your first assignment is to prepare the 2025 federal and state tax returns for Techie Paradise Inc. 
Techie Paradise Inc., a calendar-year C corporation, is an electronics store headquartered in New Jersey. The company operates seven retail stores from Virginia to Connecticut. Recently, the company has decided to expand its sales reach by selling its products through a third-party e-commerce website. It took a while to decide what products to offer online, so the company did not begin selling through the e-commerce website until Dec. 29, 2025, and had only 42 sales before year end. Most of the sales made online were to customers within the states in which Techie Paradise already has retail locations. However, a small number of sales (three) were made to customers in Rhode Island. The company has no employees or property in Rhode Island and has no other connection to Rhode Island besides these three sales.
Earlier this month, you completed the company’s federal Form 1120, U.S. Corporation Income Tax Return, which showed taxable income of $24,850,000. You are now trying to prepare the company’s state income tax returns. Since this is your first attempt at state income tax returns, your senior has suggested that you use Excel to calculate expected state income taxes before attempting to fill out any tax forms.
Your senior has provided you with an Excel spreadsheet and filled in Techie Paradise’s information on sales by state, property by state, and payroll by state to help you get started, as well as some notes about how state apportionment generally works.

Required
In the provided Excel file:
1. On the “Property by State” tab, calculate the company’s property apportionment factor for each state, using the provided property-by-state information.
2. On the “Sales by State” tab, calculate the company’s sales apportionment factor for each state, using the provided sales-by-state information.
3. On the “Payroll by State” tab, calculate the company’s payroll apportionment factor for each state, using the provided payroll-by-state information.
4. Research the income tax nexus requirements for each state in which the company generates sales. On the “Apportioned Income & State Tax” tab of the Excel file, in the “Nexus” column, note “Yes” or “No” if the company’s activities create or do not create nexus with each state for income tax purposes. 
5. Research the required apportionment formula for each state that Techie Paradise has nexus with. On the “Apportioned Income & State Tax” tab, note in the field “Apportionment Formula” for each state one of four options: “3 Factor,” “Double wtd Sales,” “Sales,” or “No Nexus.” 
6. On the “Apportioned Income & State Tax” tab, use the required apportionment formula to calculate apportioned state income.
7. Research the corporate income tax rate for each state in which Techie Paradise has taxable income. On the “Apportioned Income & State Tax” tab, use the corporate income tax rates to calculate state income taxes.
