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MULTISTATE TAX COMMISSION
Notes To Financial Statements
June 30, 2006 and 2005

Summary of Significant Accounting Policies (Continued)
Income Taxes

In the opinion of legal counsel, the Commission is exempt from Federal income taxes as
well as from other Federal taxes as an organization of a group of States or as an
instrumentality of those States. Therefore, no provision has been made in the financial
statements for Federal income taxes.

Capital Lease

A long-term lease transaction relating to the financing of equipment is accounted for as a
capital lease. Capital lease obligations reflect the present value of future rental payments,
discounted at the interest rate implicit in the lease.

A cortesponding amount is capitalized and amortized over the assets estimates economic
lives on a straight-line basis. The ameortization is included in depreciation expense

Retirement Plan

Effective June 30, 1986, the Commission adopted a defined contribution plan to be funded
at a rate of twelve percent of each participating individual's annual salary. To participate in
this plan, employees are required to work mote than certain pre-determined hourly and
monthly levels throughout the plan year. The total pension expense relating to the defined
contribution plan for the years ended June 30, 2006 and 2005 was $331,692 and $345,458,
respectively.

Commitments

The Commission rents its office facilities in Washington, D.C, Texas, New Yoik, and
Illinois under lease agreements with terms expiring on various dates through December 31,

2009. These leases provide for the following minimum annual base rentals exclusive of

utility charges and certain escalation charges:

Minimum
Fiscal Year Ended: Annual Payment
2007 $ 281,367
2008 172,933
2009 44,395
2010 21,930
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MULTISTATE TAX COMMISSION
Notes To Financial Statements
June 30, 2006 and 2005

3. Commitments (Continued)

The leases include certain escalation chatges based on various factors including utility,
operating expense and property tax increases from a base year. Rent expense, exclusive of
utility charges and real estate taxes, for the years ended June 30, 2006 and 2005 was
$306,155 and $294,644, respectively.

4. Appropriated Fund Balances

The Commission’s executive committee authorized the Enterprise Automation fund in the
amount of $73,000 during the year ended June 30, 1997 An additional $614,298 has been
authorized in subsequent years. The purpose of this fund is to provide support, through
professional services, for developing enterprise-wide applications for managing the
Commission information resources in a manner that enhances its operations.

The Commission’s executive committee authorized the Nexus Activities fund in the
amount of $80,000 during the year ended June 30, 1997 An additional net amount of
$20,000 has been authorized in subsequent years. The purpose of this fund is to provide
support for Commission nexus activities including, a) research and writing on
Constitutional nexus issues and b) a teserve for professional services to support woik on
potential nexus cases in litigation.

The Commission’s executive committee authorized the Membership Development and
Relations fund in the amount of $150,000 during the year ended June 30, 2000. The
purpose of this fund is to support efforts aimed at increasing membership.

The Commission’s executive commitiee authorized the State Tax Compliance fund in the
amount of $23,918 during the year ended June 30, 2004, The purpose of this fund is to
support the implementation of the recommendations of the Commission’s State Tax
Compliance Initiative and the measures to improve state tax compliance by multistate
taxpayers as approved by the Executive Committee or Commission.

The Commission’s executive committee authorized the Nexus Education fund in the
amount of $100,000 during the year ended June 30, 2002. The purpose of this fund is to
educate federal and state policymakers and the public concerning issues and standards of
Nexus for state taxation of interstate commerce to advance the goal of preserving the
ability of states to tax a fair share of such commerce and for preventing the unwarranted
restrictions on state jurisdictional authority
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MULTISTATE TAX COMMISSION
Notes To Financial Statements
June 30, 2006 and 2005

Restricted Fund Balances

Duiing the year ended June 30, 1988, the 4R Program was established whereby
contributions received are restricted to use for supporting education, lobbying and legal
expenses related to this property tax project. The purpose of the project is to provide for
research activities as well as to seek favorable changes in Federal laws which are related to
property tax restrictions of state and local governments.

During the year ended June 30, 1991, the National Nexus program was established. This
program, funded by participating states, aims to encourage and secure taxpayer compliance
with curtent state laws through a centralized taxpayer registration information service, a
lability resolution process and information sharing among member states. The
contributions received from the participating states are restricted for this purpese.

During the year ended June 30, 1999, the Deregulation project was established. This
project provides technical assistance to help states adapt their tax policies to the
deregulation of major industries, with an initial focus on electric utility deregulation. The
contributions received from the participating states are restricted for this purpose.

TaxNet Governmental Communications Corporation (TaxNet)

TaxNet is a sepairate corporation organized as a public chaiity and instrumentality of the
states for the purpose of establishing, maintaining and administering an electronic
communications network to allow subscriber access to tax information and communication
with governmental tax offices. The corporation is managed by a board of directors, which

includes, in accordance with its bylaws, the Chair, Vice Chair and Executive Director of

Multistate Tax Commission.

Among other things, the Commission assisted in the formation of TaxNet by contributing
legal services. The Commission continues to assist TaxNet by contributing other legal
services. Such services have not been reflected separately in the accompanying financial
statements, because such amounts are not matetial.

Deferred Compensation Plan

The Commission offers employees a deferred compensation plan in accordance with
Internal Revenue Code Section 457. The plan permits employees to defer a portion of their
salary until future years Participation in the plan is optional. The deferred compensation
is not available to employees until termination, retitement, death or unforeseeable
emergency. In accordance with federal law, participants’ deferred compensation under the
plan is trusteed and thus shielded against the claims of the creditors of the Commission
and therefore, not included in these financial statements

13

Annual Report FY05-06

Page 29



Page 30

10.

11.

MULTISTATE TAX COMMISSION
Notes To Financial Statements
June 30, 2006 and 2005

Deferred Compensation Plan (Continued)

The Commission believes it has no liability for losses under the plan but does have a duty
of due care that would be required of an ordinary prudent investor

Investments are managed by the plan's trustee under twenty seven investment options or a
combination thereof. The participants make the choice of the investment option(s).

Allecation of Administrative Expenses

The administrative costs of providing the various programs and other activities have been
allocated among the programs and supporting services, based on total operating costs.

Use of Estimates

In preparing financial statements in conformity with generally accepted accounting
principles, management is required to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the reported amounts of revenues and expenses
during the reporting period, and disclosures. Actual results could differ from those
estimates.

Concentration of Credit Risk

The Commission maintains cash balances in two banks. One of the banks is a bank in the
State of Colotado. The Commission is an eligible account holder under Colorado’s
“Public Deposit Protection Act of 1975”. The purpose of the act is to provide protection of
public moneys on deposit in state and national banks in Colorado and beyond that provided
by the federal deposit insurance corporation and to ensure prompt payment of deposit
liabilities to governmental units in the event of default o1 insolvency of any such banks
Accounts at the other bank are insured by the Federal Deposit Insurance Corporation up to
$100,000. At June 30, 2006 and 2003, the uninsured cash balance was $143,286 and $0
respectively. The Commission has not expetienced any losses in such accounts and
believes it is not exposed to any significant credit risk on cash and cash equivalents.

Capital Lease
The Commission acquired certain equipment under the provisions of a long-term lease.
Future minimum lease payments under the capital lease are as follows:

Year Ended
2007 $6,671
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Report of Independent Certified Public Accountants
on Supplementary Information

Executive Committee
Multistate Tax Commission

Our andit was conducted for the purpose of forming an opinion on the basic financial
statements of Multistate Tax Commission for the year ended June 30, 2006. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America
for the purpose of forming an opinion on the basic financial statements taken as a whole. The
schedule of expenses for the year ended June 30, 2006, is presented for purposes of additional
analysis and is not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated in all material respects in relation to the basic financial statements
taken as a whole.

Pt Mo Winfilit = JhoaiZC

September 14, 2006

15

Annual Report FY05-06



MULTISTATE TAX COMMISSION
Schedule of Expenses
For the Year Ended
June 30, 2006

Unappropriated and Appropriated Funds

General Audit Administrative Enterprise
Expenses Program Expenses Automation
Accounting $ 9,800 $ - 3 4,746 $ -

22,259
o

Database services

Depl ematlon and amOItlZﬁtIOIl

im;&mwﬂ

Mlscellaneous

Office supplies

T g

Printing and duplicating 2,715 . 15,048 -
Professional sgrvices 246, 799 ) 16,076 69,768

115,915
Retuement plan 62,781 167 649 51,130 5,019
Salaries 570,172 1,404,877 404,023 31,594
Staff training 3,595 1,086 9,603 -
Subcriptions, publications, dues 13,341 15,825 4 4,891 , , -
Transfer - database services - - - (100,000)
Travel 73,390 165,780 15,847 56

Allocation of administrative

ey
L

@9

Total Expenses $ 1,460,695 2,827,085 § - 3 45,681
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Restricted Funds

Total
Training Unappropriated National Total Total
and and Appropriated Nexus Restricted All
Education Funds Program Funds Funds
$ - 8 14,546 $ - 8 - 8 14,546

100,000
96,302

S B e T S e
SEa

33,694

34,713

13,300 377,605

- 4,132 - - 4,132
- 242,542 63,613 306,155

s fac

293,165 38,527 331,692
2,465,546 ’ ‘ 2,782,896

- 14,284 2,751 2,751 17,035
1,276 35,333 13,217 13,217 48,550

- (100,000) - - (100,000)
29,302 284,375 11,599 11,599 295,974

$ 211,106 % 4,544,567 § 683,669 § 683,669 § 5228236
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