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The Uniformity Committee is chaired by Ted Spangler, Idaho. The Committee structure
includes two standing Subcommittees: the Income & Franchise Tax Uniformity
Subcommittee, chaired by Wood Miller, Missouri; and the Sales & Use Tax Uniformity
Subcommittee, chaired by Richard Cram, Kansas. In addition, the Subcommittees have
appointed Work Groups and Drafting Groups, as needed. Lennie Collins, North
Carolina, chairs the Work Group for the Financial Institutions Apportionment project.
The Committee; together with its Subcommittees, Work Groups and Drafting Groups;
worked on the following nine projects during fiscal year 2009.

Income and Franchise Tax Subcommittee

Amendments to Model Financial Institutions Apportionment Rule

The Subcommittee’s Work Group, which includes representatives from several states
and industry, identified problems and proposed conceptual policy solutions for this
MTC model rule. Problems include the SINAA provisions in the model’s property
factor and the *“catch all” provision for sales factor sourcing of receipts that are not
otherwise specifically sourced (currently these are sourced based on cost of
performance).  The next step is for the Subcommittee to review these
recommendations and give the Work Group direction, so that the Work Group may
begin drafting proposed amendments.

Income Earned by Non-Income Taxpayers Derived from an Ownership Interest in
a Pass-through Entity

This project addresses problems that arise when a pass-through entity is owned by an
entity that does not pay income tax (e.g., an insurance company). The project is in its
education phase. Informative presentations have been made by industry groups and
by representatives of states that have pertinent statutory or case law. In July, the
Subcommittee’s Work Group of state representatives will give presentations on the
use of captive insurance companies, state insurance company taxation that uses a tax
base broader than gross premiums, and federal income taxation of insurance
companies. The next step is for the Subcommittee to determine which problems it
will address and which approach, or approaches, should be developed as a model.



Amendments to MTC Model Regulation 1V.18

The Subcommittee is considering two alternative amendments developed by its
Drafting Group. Each of the amendments would broaden both state and taxpayer
ability to attain distortion relief.

Addendum to MTC Model Add-Back Statute to Address Captive REIT Payments
This project addresses captive REIT related issues that arise for separate entity states
and that are not already addressed through either the MTC model add-back statute or
the MTC model captive REIT statute. The project is in its educational phase. Staff
has prepared a background memorandum for the Subcommittee’s July meetings that
explains the problem and identifies solutions that have been implemented in 3 states.

Project on Model Withholding Statute

The Executive Committee requested the Subcommittee expedite a model withholding
statute for employees that perform their job responsibilities in multiple states. Staff
prepared a draft policy issue list for the Subcommittee to work through in July. The
Subcommittees policy choices will guide the drafting of the model statute.

Review of Tax Haven Provision in MTC Model Combined Reporting Statute

The MTC model combined reporting statute does not exclude foreign affiliates doing
business in a tax haven from the water’s edge combined group. The model defines
“tax haven” jurisdictions by reference to an OECD standard and list. The OECD
recently changed the structure of its list, and the Executive Committee requested
uniformity committee review the model in light of these changes. Staff has prepared
a background memorandum for Subcommittee discussion in July.

Sales and Use Tax Subcommittee

Model Statute for Tax Collection and Remittance by Accommodations
Intermediaries

The Subcommittee has recommended a model statute that sets out a process for
intermediaries to follow in collecting and remitting lodging tax due on the full price
charged to customers, including the mark-up. The Subcommittee referred this
proposal to the Uniformity Committee for its consideration.

Model Statutes for Administering Telecommunications Transaction Taxes

The Subcommittee’s Drafting Group, which includes representatives from both
government and industry, has prepared three models for centralized administration of
state and local telecommunications taxes. Proposal | could apply in states where tax
imposition and administration are solely at the state level. Proposal 1l could apply in
states where there is local authority to impose tax, but required administration at the
state level. Proposal 111 could apply in states where authority to tax as well as
centralized administration is at the local level. The Subcommittee directed the
Drafting Group to concentrate on further development of Proposal Il first. Local
government representatives have been invited to participate. Because proposed
federal Streamlined legislation, which is currently being drafted, would require



simplification of state and local telecommunications transactions tax administration,
staff for the Streamlined Sales Tax Governing Board will also participate.

Comparison of MTC Model Sales Tax Recommendations with the Streamlined
Sales & Use Tax Agreement.

The Subcommittee reviewed all of the Commission’s sales and use tax uniformity
recommendations for consistency with the Streamlined Sales & Use Tax Agreement.
The Subcommittee identified two recommendations, Guideline of Signatory States on
Applicability of Sales and/or Use Tax to Sales of Computer Software (1993) and
Uniform Principles Governing State Transactional Taxation of Telecommunications
— Vendor and Vendee Versions (1988) as out-of-date and inconsistent with SSUTA.
At its July 2009 meeting, the Subcommittee will review proposals for significantly
amending or repealing both of these model provisions.

Uniformity Committee

Model Statute on Collection Responsibilities of Accommodations Intermediaries
The Subcommittee recommended this proposal, which sets out a process for
intermediaries to follow in collecting and remitting lodging tax due on the full price
charged to customers, including the mark-up. The Uniformity Committee approved
the draft proposal and recommended it to the Executive Committee for referral to the
Commission’s Public Hearing process. The Executive Committee did adopt the
recommendation and a hearing was held July 21, 2009.
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