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This report covers fiscal year 2008 (July 1, 2007 — June 30, 2008). The Nexus
Committee met three times in fiscal year 2008.

Committee Meetings

At its July 2007 meeting the committee:

e Reviewed results of the Multi-state Voluntary Compliance Program in which
twenty-three states received total revenue of $21 million by offering incentives
to amend their return to taxpayers known to have participated in a potentially
abusive tax shelter in at least one state.

e Discussed the Nexus Program’s priorities and advised Commission staff that
voluntary disclosures should be the focus of the program’s activities.

e Reviewed draft guidelines to govern the Commission’s voluntary disclosure
program. They are designed to guide Commission and state staff in handling a
variety of situations so that matters are handled more uniformly and so that
taxpayers know what to expect in advance.

e Considered other matters in closed session.

At its November 2007 meeting the committee:

e Considered a project to develop a recommendation for a uniform duration of
nexus standard. The committee abandoned this plan at its next meeting.

e Continued discussion of the draft voluntary disclosure guidelines. It appointed a
drafting group, which met three times and made its recommendations to the full
committee at its March 2008 meeting.

e Considered several matters in closed session.

At its March 2008 meeting the committee:

e Received presentations and had a discussion about the Nexus Program’s
information technology plans, including eventual integration with the
Commission-wide secure communications strategy.

e Reviewed the drafting group’s report on the voluntary disclosure guidelines and
made a number of amendments to the document. A significant issue considered
is how the Nexus program and states should handle voluntary disclosants who
are contacted for audit after making application to the Nexus program. Another
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is whether the program should accept applications that show no back tax due,
but only tax resulting from compliance in future years.

e Solicited input from members of a taxpayer organization who were in
attendance but did not receive any at that time.

e Considered other matters in closed session, including a request to Commission
staff to develop and manage a project.

Nexus Schools
The Commission held two well-attended Nexus Schools, in Nashville and Baltimore.
Schools are scheduled for next fiscal year in Omaha and Boise.

Information Technology

The Nexus Committee continues to support the Commission’s work with respect to
development of an improved information technology system to manage voluntary
disclosures. The Technology Committee has been providing primary assistance. The
Commission approved a contract with Revenue Resources, Inc. (RSI) of Pembroke,
Massachusetts to develop the system. The company has extensive experience designing
quality information technology systems for state departments of revenue. Development
is underway and will take place in two steps. The first will essentially stabilize the
current system, which cannot be easily maintained or upgraded. It will also allow
taxpayers to apply for voluntary disclosure via the world wide web, rather than on paper
or by email as now. The second step, if pursued, would introduce considerable
automation that will allow the Commission to process greater volumes faster without
additional staff. Taxpayers have said that speed of processing is important. It would
also allow taxpayers under certain circumstances greater convenience in communicating
directly with state decision makers in an anonymous environment.
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Voluntary Disclosure

States continue to distribute brochures advertising the multi-state voluntary disclosure
program, particularly Texas, New Jersey, and Connecticut, which distributed 91% of
the 3,996 total.

In fiscal year 2008 (June 30, 2008 year end) the National Nexus Program:
e Executed contracts with 85 taxpayers, which resulted in 421 separate contracts
with states.
e Collected back tax of $16,540,388 (likely to rise slightly due to late-arriving
data).
e Opened 71 new voluntary disclosure files, representing 620 potential state
contracts.

The chart below shows revenue trends from 2001 to 2008.
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The chart below shows the number of individual state contracts signed in FY 2008 in
various revenue categories. Note that most are $10,000 or less.
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The chart below shows the percentage that each revenue category contributes to the
total $16.5 million collected. Note that most revenue comes from the very few
disclosures with values in excess of $100,000.
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Distribution of Contracts by Percentage of Total Value
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