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MINUTES

Uniformity Committee Meeting
Income & Franchise Tax Uniformity Subcommittee Meeting
Sales & Use Tax Uniformity Subcommittee Meeting

Thursday, May 13, 2010
1:30 — 3:00 Eastern Time

l. Welcome and Introductions

The following were in attendance:

Wood Miller Missouri DOR Michael Fatale Massachusetts DOR
Frank O’Connell Georgia DOR Associates Florida DOR
Associates Kentucky DOR Richard Cram Kansas DOR
Michael Mason Alabama DOR Mary Loftsgard North Dakota DOR
Lili Crane Wisconsin DOR Frank Hales Utah DOR

Brenda Gilmer Montana DOR Rebecca Abbo New Mexico TRD

Lee Baerlocher
Gene Walborn

Janielle Lipscomb Oregon DOR Michael Mazerov Center for Budget
Eric Smith and Policy Priorities
Phil Horwitz Colorado DOR Ben Miller CA-FTB

Melissa Potter
Todd Lard COST Ferdinand Hogroian | PWC

I1. Public Comment Period

No public comment was received at this time.

I11. Uniformity Committee —
A. Model Captive REIT Add-Back Statute

Frank O’Connell made a motion to send the statute back to the Uniformity Committee for
consideration of a recommendation to the Executive Committee to initiate a Bylaw VI1I
survey. The motion carried unanimously, with one state (FL) abstaining.




B. Bylaw 7 Survey Update
MTC General Counsel Shirley Sicilian delivered a report to the committee regarding the
current status of MTC Bylaw 7 surveys. The following chart summarizes her report.

Subject States currently | States States
voting in the currently | Required for
affirmative voting in | enactment

the
negative
Proposed Repeal of principles 8 0 10

governing telecommunications (a vote
in the affirmative is a vote in favor of
repeal)

Proposed adoption of Section 18 rules 6 0 11
regarding distortion of income

Proposed model statute on 7 6 11
accommodation intermediaries

IV. Sales and Use Tax Uniformity Committee Subcommittee — Model Sales & Use
Tax Notice and Reporting Statute

There was no initial public comment during the general public comment portion
of the agenda. Ms. Sicilian gave a brief summary of where the Subcommittee had left off
on this project at their last meeting. She explained the policy checklist had been put
together by the drafting committee which included Michael Fatale, Phil Horwitz and
Richard Cram. The Subcommittee had answered the first few questions on the checklist.
The Subcommittee then picked up where it had left off answering the questions on the
policy checklist.

The Subcommittee considered whether the model should require affected sellers
to provide notice of use tax responsibility at the time of the transaction and to whom.
The Subcommittee consensus was in favor of individual notice of sales and use tax
reporting requirements to purchasers as well as general notice posted on retailer websites.
Michael Mazerov commented on the use of Colorado’s required notice language as a
model and urged the states not to allow very broad notice language on retailer websites.
He urged that a retailer be required to disclose sales and use tax payment requirements to
purchasers on the retailer’s Web order page on a transaction by transaction basis before
the sale is complete. Phil Horowitz commented that a general notice on a retailer’s
website is not a satisfactory way to notify purchasers of their obligation to pay sales and
use tax. He also opined that requiring notice prior to the completion of the sale may not
be consistent with the purpose of the statute to enforce use tax collection. Mr. Horowitz
stated that in his opinion the purpose of the statute is not to get the consumer to pay the



tax but to require the retailer to notify the purchaser of the applicable law. Mr. Horowitz
would allow the retailer to elect whether to provide notice before or after the sale
transaction is complete.

The Subcommittee then discussed whether affected sellers should be required to
issue periodic reports. Mr. Mazerov recommended incorporating the annual report to
purchasers required by Colorado’s statute into the MTC model. Mr. Mazerov indicated
that it should be acceptable for the vendor to provide the annual notice through a bulk
mailing. Mr. Horowitz would allow the vendor to elect to distribute the report via e-mail
to purchasers. He does not believe a bulk mailing is likely to be noticed by consumers.
Mr. Horowitz would allow the retailer to describe purchased items generically on the
annual report (i.e., “books™) rather than by the specific title of each item purchased. Mr.
Horowitz also noted that industry feels that the proposed minimum of $500 in annual
purchases to trigger annual reporting in Colorado is not useful, because consumers can
purchase items online as guests without logging in. Those purchases would never be
linked in the retailer’s records to a specifically identified purchaser. There was general
agreement that this report should be included.

V. Income and Franchise Tax Uniformity Subcommittee — Project to Amend
Compact Art. IV.

Following significant discussion, the subcommittee asked to see draft language
regarding “reasonably approximated” as used in the Policy Checklist, paragraph
3.b(2)(a), retaining Art. 1V, Section 17(a)(1) ii and iii. Ben Miller asked the work group
to consider whether “benefits received” should be incorporated in sourcing services, as
the California statute requires. The Subcommittee discussed the explicit statement on
Market sourcing that they had requested at the March 3 in-person meeting and retained it.

VI.  Adjourn



