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MULTISTATE TAX COMMISSION

Annual Business Meeting of the Multistate Tax Commission
July 30, 2009
Kansas City, Missouri

l. Roll Call of the States

A roll call of compact states was taken. Alabama, Arkansas, California, District
of Columbia, Idaho, Kansas, Michigan, Minnesota, Missouri, Montana, New Mexico,
North Dakota, Oregon, Texas, Utah, and Washington were present. Alaska, Colorado,
Hawaii, and South Dakota were absent.

The following individuals attended the meeting either in person or via telephone:

Name Affiliation Name Affiliation
Tim Russell AL Tremaine Smith WA
Danny Walker AR Craig Griffith WV
Ben Miller CAFTB Private Sector/Other
Steve Cordi, Chair DC Todd Lard COST
Ed Many GA John Allan Jones Day
Ted Spangler ID Nicola White Tax Analysts
Joan Wagnon KS Dan Robillard Expedia
Donna Donovan Ml Jamie Fenwick Time Warner Cable
Larry Wilkie MN Terry Frederick Sprint
Wood Miller MO Rilla Livingston IRS
Dan Bucks MT Daniel Schibley CCH
Rebecca Abbo NM Ferdinand Hogroian PWC
Lennie Collins NC Diann Smith Sutherland
Cory Fong ND MTC Staff
Mary Loftsgard ND Ken Beier Greg Matson
Ryan Rauschenberger ND Elliott Dubin Thomas Shimkin
Donnita Wald ND Joe Huddleston Shirley Sicilian
Elizabeth Harchenko OR Les Koenig William Six
Gary Johnson TX MTC Consultants
Bruce Johnson uT Jim Rosapepe Len Lucchi




Minutes of the Annual Meeting of the Commission Page 2 of 7
July 30, 2009

1. Public Comment Period
There were no public comments during this part of the meeting.
I11.  Approval of Minutes of July 31, 2008, Annual Business Meeting

Montana (Bucks) moved to approve the minutes of the July 31, 2008 Annual
Business Meeting. After the motion duly made, the minutes were approved by
unanimous voice vote.

IV.  Report of the Chair
The Chair deferred comments until later in the meeting.
V. Report of the Treasurer

Mr. Matson presented the report, since Mr. Huddleston was not participating in
person. (Due to the Treasurer vacancy, this role is assumed by the Executive Director.)
Mr. Matson noted the following aspects of the 2009-2010 Budget:

e No fee changes for the current fiscal year.

e For the Audit Program, Tennessee is joining, Minnesota is leaving, and

Washington will be participating on a limited basis.

For the Nexus Program, Rhode Island and Wyoming are leaving.

Wyoming is no longer a Sovereignty Member.

There is no staff salary increase.

Health insurance is budgeted for a 17 percent increase; however, we have been

informed that the price of insurance with the current provider will increase 21

percent.

e Three vacant staff positions that were included in the FY2009 expenditures
budget have been eliminated for the FY2010 expenditures budget.

e One executive assistant position has been eliminated.

He concluded by noting that the Commission’s financial situation is good across the
board and that the MTC has not had to tap the reserve fund.

Ms. Harchenko commented that the forward-looking part of the budget includes
fee increases after the current fiscal year, and asked if that is realistic. Mr. Matson stated
that the revenue side of the budget for 2010-2011 will be established in May 2010. Mr.
Bucks commented that if there are no fee increases for three years, this translates to about
$1 million in foregone revenues, which could come from reserves. Mr. Miller expressed
his appreciation for the Commission coming in under budget for the past year, but added
that it is important for the states to know how the Commission is responding to the
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economic crisis with respect to its budget, noting, for example, that California state
employees are facing a 15 percent decrease in salaries.

Utah (Johnson) moved to approve the 2009-2010 Budget. After the motion duly
made, the budget was approved by unanimous voice vote.

VI.  Report of the Executive Director

Mr. Matson presented the report for the Executive Director, invited input from
program directors, and noted:

e The “hot off the press” issue of the MTC Review.

e Meetings with “tax haven” jurisdictions, including the Isle of Man, Jersey and
Guernsey.

e The role of our IRS liaison in making progress in meeting IRS physical security
standards.

e The addition of two new auditors.

e The presence of a policy research intern in the fall of 2008.

e Elimination of the executive assistant position.

e Retirement plan changes.

e Completion of the DC office build-out, including changes to the server room.

He also noted the change in health insurance to CareFirst Blue Cross/Blue Shield and the
recent substantial premium increase which is related to the identification of the
Commission as a particular group type.

Mr. Miller commended MTC for its brief in the Hyatt case. He also cited support
from Utah in this case, and thanked other states that participated by signing on to the
Utah brief.

Mr. Koenig made some comments on the Audit Committee and Audit Program.

Ms. Sicilian reported on the meetings of the Litigation Committee and noted that
the Paull Mines award was presented to Marshall Stranburg of Florida. Mr. Bucks
commented that his attorneys find the in-person attorney meetings to be quite valuable.

Mr. Shimkin reported on the Nexus Program, including the increase in payments
to the states from $13 million in fiscal year 2007 to $34 million in fiscal year 2009. In
addition, he reported on completion of the database update, which should increase the
efficiency of processing of disclosures, and the availability of the online voluntary
disclosure application. In response to a comment from Mr. B. Johnson, he indicated that
he would like to demonstrate the application to state tax administrators.

He also informed the states that the Nexus Committee had given its final approval
to guidelines to govern the Commission’s multi-state voluntary disclosure program and
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said that they would be presented to the Executive Committee for review at its next
meeting. The guidelines serve a purpose similar to an audit manual. Mr. Shimkin briefly
described the Nexus Committee’s decision to include a provision in the draft voluntary
disclosure guidelines that requires the Commission to tell states that have received, but
not yet accepted, an anonymous voluntary disclosure offer, the identity of the applicant
when staff believes that the taxpayer misrepresented a material fact in its application.
Mr. Shimkin said that he had received taxpayer feedback that taxpayers would avoid the
Commission’s program out of concern that a good faith misstatement or omission is not
always preventable because information is often unavailable with respect to acquired
companies. Mr. Shimkin also said that he heard concern that there may be
misunderstanding about the meaning of “material.” Mr. Shimkin said that the alternative
rule would be for the Commission to withdraw applications from such states without
comment.

Mr. Matson reported on the transition to a new chair for the Technology
Committee. This committee has had to dial back its enthusiasm, due to the budget
situation, but he noted that many state representatives at the meeting are now receiving
secure, encrypted email from the MTC. He also reported that the committee is issuing an
RFI for audit program automation, adding that this has been scaled back from an RFP
that some had expected by this time.

Mr. Spangler reported that the Uniformity Committee had a good turnout at its
meeting earlier in the week, and continues to do a lot of work via teleconference. He
thanked the subcommittee chairs and Mr. Collins, chair of the Project to Amend
Financial Institutions Apportionment Rules, for their work. He also noted that two
proposals were approved by the Uniformity Committee at its meeting earlier in the week.
The first is an amendment to Article IV, Section 18, on alternate approaches to
apportionment, and the second is a proposal to withdraw a 1993 uniformity
recommendation on telecommunication tax administration. In response to a question, Ms.
Sicilian added that the Executive Committee will receive reports on these two Uniformity
projects at its next meeting and will then decide whether to refer them to a public hearing.

Mr. Beier reviewed activities of the Training Program. Mr. Bucks commented that
the Annual Meeting Conference program on July 29 was outstanding.

Mr. Matson reviewed some highlights from the Executive Committee report.
VIl. Report of the Executive Committee & Other Committees or Programs
A. Committee and Program Reports.

Committee and program reports were reported under Item VI, Report of the
Executive Director.
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B. Commission Action on Executive and Standing Committee Reports.
Montana (Bucks) moved for acceptance of actions of the Executive Committee
during fiscal year 2008-2009, including the setting of membership assessments. The

motion passed by unanimous voice vote.

Oregon (Harchenko) moved for acceptance of reports from the committees during
fiscal year 2008-2009. The motion passed by unanimous voice vote.

VIII. Unfinished Business
There was no unfinished business.
IX.  New Business
There was no new business.
X. Resolutions
A. Policy Statement 2009-01.
Bruce Johnson moved adoption of Policy Statement 2009-01, Tribal-State Tax

Issues, which renews Policy Statement 2003-01, which sunsets this year. This was
approved with 13 Yes votes, with the states voting as follows:

Yes No Abstain Absent
AL, AR, CA, DC, ID, MI, MO, MT, NM, ND, AK, CO, HlI,
OR, UT, WA KS, MN, SD,
X

B. Other Resolutions.

Ms. Sicilian noted that Policy Statement 2002-01, Improving State Sales Taxes to
Achieve Fairness and Simplicity, expired without action, and that Policy Resolution
2001-11 has outlived its usefulness. Ms. Harchenko noted that the Commission adopted a
policy that resolutions older then 2003 were withdrawn. Mr. B. Johnson responded that it
appeared that the Commission did not need to act on 2001-11.

C. Honorary Resolutions A—G.

Ms. Harchenko suggested that all honorary resolutions be adopted together,
including the two (for Tim Blevins and Ben Miller) that were added in the Executive
Committee meeting in the morning. It was also noted that the year on the resolution
2009C would be corrected.
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Oregon (Harchenko) moved to adopt honorary resolutions 2009A through 2009G
and the two additional resolutions. After the motion duly made, the resolutions were
adopted by unanimous voice vote.

D. Policy Resolution 2009-01, Improving State Sales Taxes to Achieve Fairness
and Simplicity.

Mr. B. Johnson explained that this resolution replaces Resolution 2002-1. Mr.
Spangler explained that his state may take advantage of the 15-day rule, which allows for
a state to alter its vote to abstain within 15 days of the meeting. Mr. Matson added that
MTC staff will poll abstaining and absent states on this mater, to receive their vote within
15 days of the meeting.

After the motion duly made, the resolution did not pass, receiving the following
votes:

Yes No Abstain Absent

AL, AR, DC, MI, MO, ND, OR, UT, WA CA, ID, AK, CO, HI, KS,
MT,NM | MN, SD, TX

[Note: The threshold requirement for operation of Bylaw 5(d) (the so-called 15-day rule),
that a proposed action receive a vote of a majority of member states, was not met, and
polling of abstaining and absent states within 15 days of the meeting was not required.]

XI.  Report of Nominating Committee

Ms. Harchenko gave the report of the nominating committee, providing a slate of
nominees to be officers for the upcoming year:

« Chairman: Stephen M. Cordi (District of Columbia)

« Vice Chairman: Tim Russell (Alabama)

« Treasurer: Robert J. Kleine (Michigan)

. At large: Susan Combs (Texas), Cory Fong (North Dakota), Ramon J. Hirsig
(California State Board of Equalization), and Roxy Huber (Colorado)

The Chair asked for any nominations from the floor; no nominations were
offered.

XI1. Election of Officers and Executive Committee

Oregon (Harchenko) moved that the nominations for officers be closed and that
the slate of officers be elected. Upon the motion duly made, The following persons were
elected by unanimous voice vote to serve as officers of the Commission for fiscal year
2009-2010:
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« Chairman: Stephen M. Cordi (District of Columbia)

« Vice Chairman: Tim Russell (Alabama)

« Treasurer: Robert J. Kleine (Michigan)

« At large: Susan Combs (Texas), Cory Fong (North Dakota), Ramon J. Hirsig
(California State Board of Equalization), and Roxy Huber (Colorado)

XIIl. Comments by Chair-Elect

The Chair thanked the states and staff for getting us through the meeting in fine
shape and offered his congratulations on a successful meeting. Mr. Matson added that
he’s always impressed by work and effort identified in the information submitted from
the staff and committees in preparation for the annual meeting and expressed his
appreciation for the fine work done by the staff.

XIV. Adjournment
The Chair moved that the meeting be adjourned. Upon the motion duly made, the

motion to adjourn was passed by unanimous voice vote, and the meeting adjourned at
2:30 p.m.



