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To the Honorable Governors and State Legislators of 
Member States to the Multistate Tax Commission

One of the principal purposes of the Multistate 
Tax Commission is to help bring greater equity, 
uniformity, and compatibility to the tax laws of 
the various states of this nation and their political 
subdivisions as those laws affect multistate 
and multinational businesses.  Additionally, the 
Commission provides both industry and states an 
organization within which to discuss and resolve 
their tax problems. The Commission also assists the 
states in encouraging multistate and multinational 
businesses to comply properly with state and local 
tax laws and, in turn, advocates improvements in 
laws, rules, and practices that make it easier and 
more convenient for those businesses to comply.  
Finally and fundamentally, the Commission works to 
help protect the tax sovereignty and jurisdiction of 
states under the U.S. Constitution so that the role of 
the states in our democratic systems of federalism 
remains vital and strong.

I submit to you the Annual Report of the Multistate 
Tax Commission, covering the Commission’s activities 
for the fiscal year beginning July 1, 2010 and 
ending June 30, 2011.

Respectfully,
 
Joe Huddleston 
Executive Director
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Overview of Actions Taken by 
Multistate Tax Commission

The Commission held its Annual Business Meeting, as required by Article VI of the Multistate Tax Compact, on July 28, 2010, in 
Hood River, Oregon.

The Commission took the following actions during July 1, 2010 to June 30, 2011:

•	 Approved the Commission Budget for 2010-2011.
•	 Accepted committee reports and ratified the actions of the Executive Committee for the previous program year.
•	 Repealed Uniform Principles Governing State Transactional Taxation of Telecommunications – Vendor and Vendee 

Versions.
•	 Repealed Guideline Regarding Applicability of Sales and/or Use Tax to Sales of Computer Software.
•	 Adopted an amendment to Model Regulation IV.18.(A).
•	 Renewed Resolution 2005-01, Resolution in Support of Telecommunications Tax Improvement.
•	 Renewed, with amendment, Resolution 2005-02, Resolution in Support of Expansion of the Refund Offset Program.
•	 Renewed Resolution 2005-03, Resolution Urging the Use of the Alternative Dispute Resolution Program by Compact 

Member States.
•	 Renewed, with amendments, Resolution 2005-04, Resolution Regarding Tax Fairness in the Proposed Federal Extension of 

the “Internet Tax Freedom Act Amendments of 2007.” 
•	 Elected Stephen M. Cordi, Deputy Chief Financial Officer for Tax & Revenue, District of Columbia, as Chair.
•	 Elected Cory Fong, Tax Commissioner, North Dakota, as Vice Chair.
•	 Elected Robert J. Kleine, State Treasurer, Michigan, as Treasurer.
•	 Elected Royce Chigbrow, Chair, Idaho State Tax Commission; Susan Combs, Comptroller, Texas Comptroller of Public 

Accounts; Roxy Huber, Executive Director, Colorado Department of Revenue; and Selvi Stanislaus, Executive Officer, 
California Franchise Tax Board, as at-large members of the Executive Committee.

The Commission did not accept any donation or grant, or borrow any services during the period of this report.

States which have adopted the 
Multistate Tax Compact

•	 Alabama
•	 Alaska
•	 Arkansas
•	 California
•	 Colorado
•	 District of Columbia
•	 Hawaii
•	 Idaho
•	 Kansas
•	 Michigan
•	 Minnesota
•	 Missouri
•	 Montana
•	 New Mexico
•	 North Dakota
•	 Oregon
•	 South Dakota
•	 Texas
•	 Utah
•	 Washington
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Executive Committee Report

MTC Officers FY10-11

Stephen M. Cordi, Chair
Deputy Chief Financial Officer for 
Tax and Revenue
District of Columbia

Cory Fong, Vice-Chair
Tax Commissioner
North Dakota Department of
Revenue

Robert J. Kleine, Treasurer
State Treasurer
Michigan Department of Treasury

The Executive Committee met six times during the period July 1, 2010, to June 30, 2011:

•	 July 29th in Hood River, Oregon
•	 December 9th via teleconference
•	 March 10th via teleconference
•	 April 18th via teleconference
•	 May 12th in Washington, D.C. 
•	 June 6th via teleconference 

The Executive Committee also met via teleconference on July 1, 2010, the actions from which were included in their last annual 
report and will not be reflected in this report.

The meetings, except for the meeting of May 12th, were regular meetings through which the committee has provided oversight 
and direction to the activities of the Commission. The meeting on May 12th was solely devoted to a strategic planning session; 
a quorum was not present, and no business was conducted.

The following members of the Commission were elected to serve as Commission officers and members of the Executive 
Committee for fiscal year 2011:

•	 Chairman: Stephen M. Cordi (District of Columbia)
•	 Vice Chairman: Cory Fong (North Dakota)
•	 Treasurer: Robert J. Kleine (Michigan)
•	 At-large: Royce Chigbrow (Idaho), Susan Combs (Texas), Roxy Huber (Colorado), and Selvi Stanislaus (California 

Franchise Tax Board).

In January, Mr. Chigbrow resigned from the Idaho State Tax Commission.  Alana M. Barragán-Scott, Director of the Missouri 
Department of Revenue, was appointed and elected to fill the vacant at-large position on the Executive Committee.   The 
election of a new governor in Michigan resulted in the departure of Robert J. Kleine as State Treasurer, also in January.  The 
executive director fulfilled the duties of Commission treasurer for the remainder of the term.

The Executive Committee took the following actions during fiscal year 2011:

•	 Directed a public hearing be held pursuant to Art. VII of the Multistate Tax Compact regarding a proposed Model 
Statute for Disallowance of Deductions for Certain Payments to Captive Real Estate Investment Trusts.

•	 Regarding a proposed Model Statute on the Tax Collection Procedures for Accommodations Intermediaries back to 
the Uniformity Committee for further consideration that did not receive sufficient support in a bylaw 7 survey to be 
considered for adoption by the Commission at its annual meeting in 2010, directed staff to review “affected states,” 
confer with Streamlined Sales Tax staff on involvement of that organization in this issue, and poll those states that 
voted negatively.
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•	 Initiated a strategic planning effort, headed by the Chair and Vice Chair.

•	 Approved the audited financial statements as reported in an independent auditor 
report for fiscal year July 1, 2009 – June 30, 2010.

•	 Accepted the dissolution of TaxNet Governmental Communications Corporation, 
a joint effort of the MTC and FTA, and distribution of the remaining funds as 
directed by its board.

•	 Recommended the Commission consider a proposed Model Statute for Disallowance 
of Deductions for Certain Payments to Captive Real Estate Investment Trusts, 
resulting in a bylaw 7 survey of affected members to determine if they would 
consider the proposal.

•	 Referred a proposed Model Statute on the Tax Collection Procedures for 
Accommodations Intermediaries back to the Uniformity Committee for further 
consideration.

•	 Elected Alana M. Barragán-Scott, Director of the Missouri Department of 
Revenue, to serve out the unexpired portion of Royce Chigbrow’s position on the 
Executive Committee.

•	 Directed a public hearing be held pursuant to Art. VII of the Multistate Tax 
Compact regarding a proposed Model Statute Regarding Partnership or Pass-
Through Entity Income That Is Ultimately Realized by an Entity That Is Not Subject 
to Income Tax.

•	 Directed a public hearing be held pursuant to Art. VII of the Multistate Tax 
Compact regarding a proposed amendment to Model Statute for Combined 
Reporting Section 1.I. – Definition of “Tax Haven” for Purposes of Water’s Edge 
Election.

•	 Recommended the Commission consider a proposed Model Mobile Workforce 
Statute, resulting in a bylaw 7 survey of affected members to determine if they 
would consider the proposal.

•	 Directed a public hearing be held pursuant to Art. VII of the Multistate Tax 
Compact regarding a proposed Model Sales & Use Tax Notice and Reporting 
Statute.

•	 Conducted an initial strategic planning session in Washington, D.C., facilitated 
by Elizabeth Harchenko.

•	 Approved the proposed 2011-2012 budget for the Commission.

•	 Suspended the activities of the Technology Committee indefinitely and 
required a technology report as an addendum to each executive director 
report provided to the Executive Committee during the time the Technology 
Committee is inactive.

•	 Recommended the Commission consider a proposed amendment to the Model 
Statute for Combined Reporting Section 1.I. – Definition of “Tax Haven” for 
Purposes of Water’s Edge Election, resulting in a bylaw 7 survey of affected 
members to determine if they would consider the proposal.

•	 Recommended the Commission consider a proposed Model Sales & Use Tax 
Notice and Reporting Statute, resulting in a bylaw 7 survey of affected 
members to determine if they would consider the proposal.

The Executive Committee undertook additional actions during fiscal year 2011 that 
are recorded in the minutes of its meetings.



6

Audit Committee Report

The following report reflects the activities of the MTC Audit Committee and the Audit Program for 2010-2011 fiscal year.

AUDIT COMMITTEE
The Audit Committee met three times thus far in fiscal year 6/11. They first met on July 27, 2010 in Hood River, OR. There 
were 44 members, guests and staff present at the meeting. There were 32 individuals representing 20 Audit Program States 
present. There were 2 members of the public present at the meeting. 

The Audit Committee reviewed the status of all the audits in progress. A discussion was held on 12 income tax and 2 sales tax 
audits that had significant issues. The Audit Committee expressed its satisfaction with the status of the audits in progress. 

The Audit Committee conducted a round table discussion regarding audit leads and issues that individual states are experiencing. 

The Audit Committee met a second time via a teleconference on November 17, 2010. There were 37 members, and staff 
present at the meeting. There were 33 individuals representing 22 Audit Program States present. Since this was a closed 
session meeting, there were no members of the public present at the meeting. 

The Audit Committee reviewed the status of all the audits in progress. A discussion was held on 15 income tax and 4 sales tax 
audits that had significant issues. The Audit Committee expressed its satisfaction with the status of the audits in progress. 

Since this was a teleconference the Audit Committee did not conduct a round table discussion of audits in the states that would 
normally been done. The meeting lasted 1 hour. 

The Audit Committee met a third time in Kansas City on March 3, 2011. There were 40 members, guests, and staff present 
at the meeting. There were 31 individuals representing 20 Audit Program States present. There were 2 guests present during 
the open session.

The Audit Committee reviewed the status of all the audits in progress. A discussion was held on 11 income tax and 3 sales tax 
audits that had significant issues. The Audit Committee expressed its satisfaction with the status of the audits in progress. 

The Audit Committee conducted a round table discussion regarding audit leads and issues that individual states are experiencing. 
The Committee also participated in a presentation on uncertain tax positions given by Professor Richard Harvey.  

Janielle Lipscomb
Oregon Department of Revenue
Chair, Audit Committee

Rick DeBano
Wisconsin Department of 
Revenue
Vice Chair, Audit Committee

Les Koenig, Director
Director, MTC Joint Audit 
Program
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AUDIT PROGRAM 

PRODUCTIVITY
Audit Program completed 6 income tax audits and parts of 4 other income tax audits for 
fiscal year end 6/11. The Audit Program also completed 5 and parts of 5 sales audit for 
the same period. There are 20 income and 28 sales tax audits in progress. There were 
several income and sales tax cases that were delayed by the taxpayers due to turn over 
in their tax staffs or taxpayers being sold. 

The MTC Audit Program proposed assessments of $83,501,595 for income tax and 
$12,603,148 for sales tax.

The Commission’s Audit Manuals for income and sales tax manuals are posted on the 
Commission’s web site. 

STAFFING
The proposed budget for fiscal year end 6/12 allows the Audit Program to fill the income 
tax auditor vacancy and creates one additional auditor position. The hiring process for 
these two positions will begin in August 2011. A decision on whether to hire an additional 
income or sales tax auditor has not yet been determined.  
  
TRAINING
Jeff Silver and Les Koenig participated as instructors in an income tax course in South 
Carolina in October, 2010. Jeff Silver and Larry Shinder conducted an income tax class 
in Boston in March 2011. Bob Schauer conducted a sampling class in Chicago and a 
computer assisted auditing class in Wyoming during the last quarter of fiscal year 6/11.

AUDIT HOURS WORKED
PER QUARTER

9/10 12/10 3/11 6/11 Total

Income Tax Total
Audits in Process 22 22 25 20 N/A

Total State Returns
Under Audit 343 343 390 311 N/A

Total Income Audit
Hours per Quarter

3827 3310 3891 3927 14955

Sales Tax Total
Audits in Process 31 32 30 28 N/A

Total State Returns
Under Audit 377 389 356 337 N/A

Total Sales Audit
Hours per Quarter

2751 2325  2776 2813 10665

Total Both Taxes
Audits in Process 53 54 55 48 N/A

Total State Returns 
Under Audit 720 732 746 648 N/A

Total Audit Hours
Both Taxes

6578 5635 6667 6740 25620
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TRENDS IN PRODUCTIVITY

MTC JOINT AUDIT PROGRAM
AUDIT HOUR ANALYSIS

6/95 - 6/11

6/95 6/96 6/97 6/98 6/99 6/00 6/01 6/02 6/03 6/04 6/05 6/06 6/07 6/08 6/09 6/10 6/11

Income Tax
Total Audits 9 9 10 9 7 10 8 7 8 7 7 9 7 7 3 6 6

Total States
Audited 99 111 152 120 186 251 131 166 165 266 196 175 141 209 79 152 309

Total Hours 9284 7548 12249 10012 10060 13133 8684 9396 10556 12012 12617 12514 9361 17570 6440 10445 25649

Average Hours
Per State

94 68 81 83 55 52 66 57 64 45 64 72 66 84 81 69 83

Sales Tax
Total Audits 15 13 14 10 16 11 14 13 11 10 11 6 15 9 10 12 5

Total States
Audited 152 123 143 97 184 102 158 159 145 154 160 77 187 97 120 147 65

Total Hours 8009 9746 11349 7721 7438 9062 11900 8850 8792 10943 6133 4946 13296 7818 7265 10772 7200

Average Hours
Per State

53 79 79 80 40 89 75 56 61 71 38 64 71 80 61 73 110

TotalBoth Taxes
Total Audits

24 22 24 19 23 21 22 20 19 17 18 15 22 16 13 18 11

Total States 
Audited 251 234 295 217 370 353 289 325 310 420 336 252 328 306 199 299 374

Total Hours 17293 17294 23598 17733 17498 22195 20584 18246 19348 22955 18750 17460 22657 25388 13705 21217 32849

Average Hours
Per State 69 74 80 82 48 63 71 56 62 55 56 70 69 83 69 71 88
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Litigation Committee Report

The MTC Litigation Committee is chaired by Marshall Stranburg, Florida Department of Revenue.  Its co-vice chairs are Mark Wainwright 
and Clark Snelson, Utah Office of the Attorney General.  The Committee undertook the following activities this fiscal year, through June, 
2011.

In-Person Meetings
The litigation committee met July 25 and 26, 2010 in Hood River, Oregon, with twenty-four representatives from fifteen states in attendance.  
Thirty attorneys from eleven states attended the Committee’s next meeting, held March 3 and 4, 2011 in Kansas City, Missouri.  At each 
meeting, the Committee adjourned, after a brief staff up-date, to attend the Informational and Training Session for State Tax Attorneys, 
where attendees shared information about pending and potential cases and heard presentations on topics relevant to multistate litigation.

State Tax Attorney Teleconferences
We continue to host our series of state tax attorney teleconferences.   These teleconferences provide a forum for state attorneys general 
and revenue department attorneys to hear presentations on significant legal developments in state tax law.  They have been well attended 
with approximately 40 states represented on several of the calls.  Teleconferences were held:
 
o	 May 26, 2011
o	 March 16, 2011
o	 February 3, 2011
o	 November 22, 2010 
o	 November 15, 2010 
o	 October 7, 2010

Paull Mines Award
In July, 2010, Benjamin F. Miller, Retired Annuitant for the California Franchise Tax Board, was presented with the third annual Paull Mines 
Award for Contribution to State Tax Jurisprudence. 

Marshall Stranburg
Florida Department of Revenue

Chair, Litigation Committee

Mark Wainwright
Clark Snelson

Utah Office of the Attorney 
General

Vice Chairs, Litigation Committee

Shirley K. Sicilian
MTC General Counsel
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Nexus Committee Report
             
This report reviews Nexus Committee activity in fiscal year 2011 (July 1, 2010 through June 30, 2011).  It does not contain 
confidential taxpayer information. 

Committee Activities

The committee met on July 27, 2010 in Hood River, Oregon.

At the meeting the committee heard staff reports about activities of the National Nexus Program and offered general 
direction to Nexus program staff.  Updates and discussion included: 

•	 Oversight of the voluntary disclosure program, including on-going efforts to improve the process for states and 
taxpayers through technological advancements.  The committee approved of staff’s efforts to achieve greater 
efficiency through technology.

•	 Staff presented information on specific taxpayers and industries that involve nexus issues, which the committee 
considered.  Committee members also raised several issues, which the committee also considered.  More 
information is available in the closed committee report.

•	 The Commission’s Director of Policy Research, Dr. Elliott Dubin, presented the findings of a study he and his research 
assistant, Ann Boyd, conducted with respect to voluntary disclosure.  The study concluded that  voluntary disclosure 
is a cost-effective supplement to other enforcement activities.

•	 State participation in committee work remains strong, although travel to meetings has been difficult for some. 

Voluntary Disclosure Procedures

Most importantly, the Nexus Committee at its July meeting gave its final approval to the Nexus Program’s Procedures 
of Multi-state Voluntary Disclosure.  Approval was unanimous.  Executive Committee members may wish to examine this 
document, as it is intended to be the rules to govern the Commission’s voluntary disclosure program.  The Nexus Committee 
expects that Commission staff will publish these on the Commission’s website and that taxpayers will rely upon them.  The 
Committee anticipates that written procedures will increase taxpayer confidence in the program and encourage its use.

In summary, the procedures --

•	 Do not apply to a state’s single-state voluntary disclosure program, but “all member states of the NNP accept 
these procedures as the state’s procedure with respect to multi-state disclosures…”  However, states may opt out 
of any provision with specific notice that they do so. Sect. 4.  Commission staff will ensure that all NNP member 
states understand the procedures and have made an informed choice whether to opt out of one or more provisions 
before staff posts these for the public to rely on. 

Lennie Collins
North Carolina Department of 
Revenue
Chair, Nexus Committee

Thomas K.E. Shimkin
Director, MTC National Nexus 
Program
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•	 Clarify who is eligible for voluntary disclosure, e.g., not those under audit. Sect. 
5.

•	 Guarantee taxpayer anonymity before an agreement is signed (states with 
statutes not permitting this may opt out). Sects. 6 and 7.

•	 Allow taxpayers to complete the disclosure after proper application in the 
event a state discovers the applicant independently. Sect. 8, 15. 

•	 Prohibit member states (except if they opt out) and the Commission to use 
voluntary disclosure information for enforcement purposes. Sect. 7. 

•	 Provide certain protections to a taxpayer in the event of mistaken disclosure 
of its identity to a state or the Commission, e.g., making a payment before an 
agreement is signed.  Sects. 9 – 11.

•	 If it learns of a material misrepresentation in a voluntary disclosure application, 
require the Commission to: 

o	 Notify states that signed the agreement, which may rescind if they 
choose.  

o	 Not notify states that did not receive the agreement offer.  

o	 Withdraw offers without comment from states still considering the 
offer.  

	 Whether to notify these states of the material 
misrepresentation was a point of debate within the 
committee.  The committee chose this rule because 
it would not disadvantage multi-state disclosure 
versus single-state programs in the eyes of potential 
disclosants who may be concerned about the 
Commission’s unique ability to notify multiple states 
(the Commission knows most or all states to which a 
taxpayer applies, while a single knows only that a 
taxpayer has applied to it).

•	 Encourage all parties to pursue disclosures timely.  Taxpayers meeting specific 
deadlines will continue to enjoy the privilege of completing a disclosure in the 

event a state discovers it independently before the disclosure agreement is 
signed. Sect. 14.   States and the Commission also have specific deadlines, but 
there are no similar inducements to compliance. Sects. 16 – 18. 

The committee met on March 3, 2011 in Denver, Colorado.

At the meeting the committee heard staff reports about activities of the National Nexus 
Program and offered general direction to Nexus program staff.  Updates and discussion 
included: 

•	 A significant closed-session discussion.

•	 Oversight of the voluntary disclosure program.  

•	 Review of a re-drafted template contract for voluntary disclosure.

Nexus School

Nexus and Legal staff taught two nexus schools during the period, one in Helena, 
Montana, and the other in Denver, Colorado.  Each was well attended.  Staff had 
updated a portion of the material in advance of each school. 

Multi-state Voluntary Disclosure

Multi-state voluntary disclosure has produced $11,884,837* for states this fiscal year.  

* 	 The annual collection amount includes only back tax actually collected 
(cash basis).  It may also contain a trivial amount of penalty, interest, 
and miscellaneous fees if they were collected before conclusion of the 
voluntary disclosure.  It does not include any tax, interest, penalty, or 
other thing of value collected after the voluntary disclosure process 
ended.  States almost always collect substantial interest on back tax 
amounts after the end of the voluntary disclosure process, but the 
Commission does not include these amounts in its reports.
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Gordon Smead
Tennessee Department of Revenue 
Chair, Technology Committee

Technology Committee Report
The Technology Committee was chaired by Gordon Smead of the Tennessee Department of Revenue from the fall of 2010 until 
his unexpected retirement in April.  The position is currently vacant.  

The committee met during the Commission’s annual meeting week in Hood River, Oregon, on July 26, 2010 (two states were 
represented, participating via teleconference).  The committee also met via teleconferences on December 16, 2010 (one state 
represented), and March 8, 2011 (four states represented). 
	
The Commission’s computing assets and information security structures are appropriately maintained and operational.  The 
IT staff rolled out new desktops and laptops to all staff in all offices.  This included migrating user data from old laptops to 
new laptops, and working through the growing pains of a new operating system (Windows 7) and Microsoft Office 2010.  A 
virtualization assessment was completed, and virtualization of the data center has been completed for all but two domain 
controllers and secure messaging server pending renewal of licenses and operating software upgrades. In preparation for 
virtualization, data storage was procured and configured, physical configuration changes were made to the computer racks in 
the server room, and excess legacy equipment was removed.  Hard drives in the servers in the Chicago and New York offices 
were upgraded.

The website continues to be a key aspect of the Commission’s public face, and an active resource for states and stakeholders.  
An upgrade to the content management system was completed.  The vendor used to do the upgrade is also became our website 
hosting provider; not only did this move facilitate the upgrade process, it also saved operational expenses.   

Using June 2011 as a sample month, the Commission’s website averages 95.60 visits per day (2,868 total), with visitors viewing 
an average 2.9 pages and spending just over 2 minutes per visit.  The home page, the Uniform Sales and Use Tax Exemption 
Certificate, and the state map (which has links to all the state tax websites) are the most popular pages.  The top referring sites 
to our website are revenue.alabama.gov, dor.wa.gov, ador.state.al.us, en.wikipedia.org, and iowa.gov.

A new area of the website was set up to accommodate the hosting of Tax Stratification and Estimation Program for Windows 
(TSEPWin), statistical software written by Dr. Richard W. Kulp and his nephew, Robert Kulp.  TSEPWin was marketed by Kulp 
& Associates, LLC, until the summer of 2010 when Dr. Kulp retired and closed Kulp & Associates, LLC. Dr. Kulp contacted the 
Commission with an offer to transfer ownership to MTC and have them provide webhosting with the proviso that TSEPWin be 
offered to government agencies, businesses, and industries free of charge. Dr. Kulp still provides technical support and will 
update the program as needs arise.

The Commission received three responses to its Request for Information for the Automated Audit Program Software Project.  
Staff will be reevaluating the project with a view toward implanting in discrete phases.  Staff will follow up with the vendors in 
the near future, in advance of any formal request for proposals.  

On June 6, 2011, the Executive Committee approved the Executive Director’s recommendation to suspend activities of the 
Technology Committee indefinitely and require a technology report as an addendum to each executive director report provided 
to the Executive Committee during the time the Technology Committee is inactive.
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Training Program Report

The Commission training program reached 340 participants during the year. This includes 234 participants in six training courses, a 
session at the March 2011 committee meetings for 40 participants, and the 2010 Annual Conference in Hood River, Oregon which 
attracted 66 participants. Details on events from the past year and scheduled for the coming year follow.

Courses Offered in 2010-2011
The following MTC courses were offered during the year:

Corporate Income Tax
October 12-14, 2010 in Columbia, South Carolina for 24 students
March 14-16, 2011 in Boston, Massachusetts for 102 students

Nexus School
	 October 26-27, 2010 in Helena, Montana for 27 students

May 11-12, 2011 in Denver, Colorado for 52 students 

Computer Assisted Audit Techniques Using Excel
	 May 17-18, 2011 in Cheyenne, Wyoming for 21 students

Statistical Sampling for Sales and Use Tax Audits
March 28-31, 2011 in Chicago, Illinois for 8 students

All participants for these courses were state government personnel, except for the statistical sampling course, where 7 of the 8 
attendees were from the private sector. 

In addition, the training program supported the following events:

•	 A session on Federal Schedule UTP (Uncertain Tax Position Statement) on March 3, 2011 in Kansas City, Missouri (as 
part of the MTC committee meetings) for 40 state participants.

•	 Annual Conference in Hood River, Oregon for 66 participants.

Courses Schedule for 2011-2012
The following courses are currently scheduled:

Corporate Income Tax
September 19-22, 2011 in Madison, Wisconsin

Ken Beier
Director, MTC Training 

Program



Maximiz ing the synergies  of  mul t i - s ta te  tax coopera t ion
14 Mult i s tate Tax Commiss ion Annual  Repor t  FY10-11

Nexus School
	 Fall 2011 in Little Rock, Arkansas (tentative)

Computer Assisted Audit Techniques Using Excel and Basic Random Sampling 
	 August 22-25, 2011 in Albuquerque, New Mexico (tentative)

Statistical Sampling for Sales and Use Tax Audits
March 26-29, 2012 in Chicago, Illinois

We anticipate scheduling additional sessions as interest is expressed by the states. 
Updates to our schedule as well as registration information can be found at www.mtc.
gov or by contacting Antonio Soto at 202-508-3846.

NASBA Certification and Continuation Education Credit
The Commission continues its registration with the National Association of State Boards 
of Accountancy (NASBA) as a CPE sponsor. This registration is for “group-live” programs. 
Accounting boards in 47 states and the District of Columbia recognize NASBA certification 
for granting of CPE credit for in-person courses. The Commission also certifies attendance 
for CLE credit at Commission sponsored events. 

Tuition and Host State Credit
The tuition schedule for 2011-2012 remains at the level established for 2007-2008. The 
current rates for Compact and Sovereignty member states reflect the cost of staff time 
and variable costs for our courses. Tuition for private sector participants in the Statistical 
Sampling and other courses is now set at 75% above the level for Compact and 
Sovereignty members. The “add-on” for Project Member States is 25% and Other States 
is 40%, relative to the fees for Compact and Sovereignty members. 

The Commission provides a host state credit of up to $3000 for each course. The credit is 
for support related to the course and applies to tuition for host state students.

Online Registration
Online registration is now being used for all MTC courses and most MTC in-person 
meetings. 
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Uniformity Committee Report

Wood Miller 
Missouri Department of Revenue

Chair, Uniformity Committee

Richard Cram
Kansas Department of Revenue

Chair, Sales and Use Tax 
Uniformity Subcommittee

Robynn Wilson
Alaska Department of Revenue

Chair, Income and Franchise Tax 
Uniformity Subcommittee

The Uniformity Committee is chaired by Wood Miller, Missouri Department of Revenue. The Committee structure includes two standing 
Subcommittees: the Sales & Use Tax Uniformity Subcommittee, chaired by Richard Cram, Kansas Department of Revenue; and the Income 
& Franchise Tax Uniformity Subcommittee, chaired by Robynn Wilson, Alaska Department of Revenue.  Ms. Wilson was appointed 
in August, 2010.  The Subcommittees have appointed Work Groups and Drafting Groups, as needed. Lennie Collins, North Carolina 
Department of Revenue, chairs the Work Group for the Financial Institutions Apportionment project. 

The Subcommittees met in-person on July 25-26, 2010, with 35 participants both in-person and by teleconference; on December 7-8, 
2010, with 30 participants both in-person and by teleconference; and on March 1-2, 2011 with 29 in attendance both in-person and by 
teleconference. In addition, the subcommittees met via teleconference on September 30, 2010; October 19, 2010; November 16, 2010; 
February 8, 2011; April 26, 2011; May 24, 2011; and June 21, 2011. The Work Group for the Financial Institutions Apportionment 
has also met via teleconference several times throughout the fiscal year.  And, in May, the Commission announced that in keeping with 
its commitment to an open and public process, the ad hoc Drafting Groups, used throughout the year to assist staff in producing draft 
uniformity language at the Subcommittee’s policy direction, will be treated as if they were a commission body subject to our public notice 
and public participation policies.  

The Committee, together with its Subcommittees and Groups, has worked on the following nine projects during this fiscal year.  

Summary

•	 Sales & Use Tax Uniformity
1.	 Model Associate Nexus Statute 
2.	 Sales & Use Tax Notice and Reporting
3.	 Centralized Administration of Telecommunications Transaction Tax
4.	 Tax Collection Responsibilities of Accommodations Intermediaries

•	 Income & Franchise Tax Uniformity 
1.	 Compact Art. IV, Amendments
2.	 Withholding for Multistate Employees 
3.	 Partnership or Pass–Through Entity Income Ultimately Realized by an Entity That Is Not Subject to Income Tax Withholding 

for Multistate Employees 
4.	 Financial Institutions Apportionment, Amendment
5.	 Combined Reporting Tax-Haven Provisions, Amendment
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Descriptions

Sales & Use Tax Uniformity Subcommittee

1.	 Associate Nexus Presumption. At its March, 2010 meetings, the Subcommittee initiated 
two projects related to sales and use tax education and enforcement: (1) a sales 
and use tax notice and reporting model, and (2) an associate nexus model.  The 
Subcommittee determined it would work first on the sales and use tax notice and 
reporting model (summarized below); and in March 2011, when that work was 
completed, the Subcommittee directed that work begin on an “associate nexus” model 
statute.  

2.	 Sales and Use Tax Notice and Reporting.  At its March, 2010 meetings, the Subcommittee 
voted to develop a Model Sales and Use Tax Notice and Reporting Statute.  A Drafting 
Group prepared a policy question list, and based on the Subcommittee’s answers to 
those questions, prepared a draft of a model statute for Subcommittee review.  The 
draft requires sellers who are not collecting sales or use tax to notify purchasers 
of a potential tax liability at the time of sale if the product is to be delivered into 
the state.  The draft also requires the seller to make annual reports to each such 
purchaser and an annual report to the state.  The draft allows for certain de minimis 
exceptions and for penalties. The draft was approved by the Uniformity Committee 
in early March, 2011.  Later that month, the Executive Committee approved the draft 
for public hearing.  The hearing was held, and the Hearing Officer’s report and 
recommendations were presented to the Executive Committee, which recommended 
approval of the proposal to the Commission.  The matter has not been placed on the 
Commission’s agenda, however, because it has not passed the bylaw 7 survey.

3.	 Centralized Administration of  Telecommunications Transaction Tax. This project has 
three goals.  First, develop “best practices” models for centralize administration 
of local telecommunications transaction taxes under 3 alternative state structures: 
state taxes distributed to locals – Proposal I, local taxes administered by state – 
Proposal II, or local taxes administered by centralized local authority – Proposal 
III. Second, adopt model telecommunications definitions and sourcing rules along the 
lines of those currently contained in SSUTA.  And third, adopt model administrative 
procedures that would provide protections from class-action lawsuits as contained 
in SSUTA.  The Subcommittee’s Drafting Group, which includes representatives from 
both government and industry, has prepared draft statutes for Proposals II and III.  
Local government representatives have been invited to participate in this project, 
and because proposed federal Streamlined legislation would require simplification 
of state and local telecommunications transactions tax administration, staff for the 
Streamlined Sales Tax Governing Board have been invited to participate as well.  

4.	 Tax Collection Responsibilities of Accommodations Intermediaries.  This model is 
intended for use in states that take the position lodging tax must be collected on 
the price intermediary charges its customer, which includes the intermediary’s mark-
up, rather than merely on the “wholesale” or “discount” price the intermediary pays 
to the hotel. The model does not impose lodging tax, but addresses collection and 
remittance requirements: the intermediary is required to collect tax on full amount 
received from its customer, remit tax on mark-up directly to the state/ locality, and 
remit tax on “discount” price to the hotel (hotel would then remit to state/ locality). 
After a public hearing held July 21, 2009, the Hearing Officer provided a report 
and recommendations to the Executive Committee at its December, 2009 meeting. 
At the Executive Committee’s January 2010 teleconference, the model was referred 
to a bylaw 7 survey. Eight Compact member States responded affirmatively and six 
responded in the negative or explicitly abstained.  The Executive Committee then 
sent the model back to the Uniformity Committee for further consideration at the 
Uniformity Committee’s discretion.  The Uniformity Committee has surveyed states for 
additional input and is considering possible further recommendations.

Income & Franchise Tax Uniformity Subcommittee

1.	 Compact Art. IV Amendments.  In July 2009, the Executive Committee directed 
the Uniformity Committee to begin drafting amendments for five Compact Art. IV 
provisions (section 17 sales sourcing, definition “gross receipts,” definition “business 
income,” factor weighting, clarification of section 18), and instructed the Uniformity 
Committee to report back if it recommends the scope of review be changed. In 
December 2009, Richard Pomp, Prentiss Willson, and Michael McIntyre provided 
an educational foundation on UDITPA background and apportionment concepts. The 
Subcommittee then began drafting revisions for section 17 sourcing.  The Subcommittee 
has completed an initial draft of a new section 17 and has turned its attention to 
the definition of “gross receipts.”  It has also begun work on factor weighting.  The 
Subcommittee’s goal is to complete the section 17 sourcing and the definition of “gross 
receipts” provisions during its July in-person meetings. 

2.	 Withholding for Multistate Employees.   This was a priority project to develop a uniform 
state withholding threshold for non-resident employees.  A Work Group held three 
teleconferences in August 2009, to develop a policy question list.  The Subcommittee 
then held three teleconferences in September, October and November of 2009 to 
answer those questions. Based on the Subcommittee’s policy choices, staff produced 
a draft model statute which was further amended by the Subcommittee at in-person 
and teleconference meetings held December 2009, January 2010, and March 2010.  
The Subcommittee received valuable input from the Council on State Taxation, the 
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American Payroll Association, and other business representatives.  In March, 2010, 
the Subcommittee voted to approve the model and the Uniformity Committee then 
voted to recommend it favorably to the Executive Committee for public hearing.  In 
April, 2010, the Executive Committee approved the model for public hearing. A public 
hearing was held on May 10, 2010, and a Hearing Officer’s report was provided 
to the Executive Committee on May 18, 2010.  The proposed model sets a 20 work-
day de minimis threshold for both employer withholding responsibility and employee 
individual income tax filing responsibility; includes a reciprocity provision (though it 
would not supersede existing reciprocity agreements); and provides exceptions for 
professional entertainers, professional sportsmen and women, certain other high-
income individuals, and any person who earns any type of income other than wage 
income in the state.  At its May 24, 2010 teleconference, the Executive Committee voted 
to adopt the hearing officer’s recommended amendments and return the model to the 
Uniformity Committee for further consideration in light of concerns raised by Montana. 
The Subcommittee reconsidered the model during its July, 2010 in-person meeting 
and formed a Drafting Group to list the issues and options for further discussion.  In 
December 2010, the Subcommittee voted to recommend additional changes.  The two 
main changes were: (1) add language to require an aggregate day count among 
related employers, and (2) clarify that the “key employee” exception applies to both 
corporate and non-corporate employees.  The Executive Committee adopted the 
changes at its March 2011 teleconference and approved the model for a bylaw 7 
survey, which passed.  The matter is on the Commission’s agenda.

3.	 Partnership or Pass–Through Entity Income Ultimately Realized by an Entity That Is Not 
Subject to Income Tax. This project addresses tax gap issues that arise when a pass-
through entity is owned by another entity that is not subject to corporate income 
tax.  The Subcommittee appointed a drafting group to list issues and options.  After 
considering several alternative approaches and receiving significant input from the 
insurance industry, the Subcommittee chose its preferred approach and directed that 
a draft be developed.  The industry is not in favor of the approach.  After several 
meetings and teleconferences, the Subcommittee voted to approve a draft in at its 
in-person meeting in December 2010.  In March 2011, the Executive Committee 
approved the proposal for public hearing.  The hearing was held and a Hearing 
Officer’s report and recommendations were provided to the Executive Committee, 
which discussed the matter in June and continued the discussion to its meeting in July.

4.	 Financial Institutions Apportionment, Amendment.  The Subcommittee’s Work Group, 
which includes representatives from several states and the banking industry, identified 
problems with the current MTC financial institutions model and proposed conceptual 
amendments for addressing them. The amendments included clarifications to the 
property factor rule for sourcing loans (based on SINAA – solicitation, investigation, 

negotiation, approval and administration); new receipts factor rules for sourcing 
ATM fees, merchant discounts, and trust account fees; and revisions to the receipts 
factor rule that requires use of “cost of performance” for sourcing any receipts not 
otherwise specified. The Subcommittee agreed with the Work Group’s conceptual 
recommendations, and directed the Work Group to draft amendments accordingly.  
The Work Group completed a draft of recommended changes to the receipts factor, 
which the Subcommittee has reviewed, amended, and preliminarily approved.   
The Work Group has now begun drafting amendments to the property factor – in 
particular, the sourcing of loans using the “SINAA” approach.  When the property 
factor provision is complete, the Subcommittee will consider the proposal as a whole.

5.	 Combined Reporting Tax-Haven Provisions, Amendment.  The MTC model combined 
reporting statute requires world-wide combination but allows a water’s-edge 
election.  The election limits the combined group to domestic, and some foreign, 
unitary affiliates.  At the request of Organization for International Investment and 
a number of jurisdictions that had been identified as “tax havens” by the OECD, the 
Executive Committee requested the Uniformity Committee consider whether to review 
three water’s-edge provisions.  The Uniformity Committee determined it should initiate 
a project on one of the three, the Tax-Haven provisions.  A draft model amendment 
was approved by the Subcommittee in December, 2010.  The Executive Committee 
approved the proposal for public hearing in March, 2011.  The hearing was held, and 
the Hearing Officer’s report and recommendations were presented to the Executive 
Committee, which recommended approval of the proposal to the Commission.  The 
matter passed a bylaw 7 survey and has been placed on the Commission’s agenda.
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