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

As the Multistate Tax Commission approaches its fortieth anniversary, please remember 
that one of the principal purposes of the Commission has been 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 has provided both industry and states an organization within which to discuss 
and resolve their tax problems. The Commission has also assisted the states in encouraging 
multistate and multinational businesses to comply properly with state and local tax laws and, 
in turn, advocated improvements in laws, rules, and practices that make it easier and more 
convenient for those businesses to comply.  Finally and fundamentally, the Commission has 
worked 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, 2005 and ending June 30, 2006.

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 29, 2005, in 
Boise, Idaho. 

The Commission took the following actions 
during July 1, 2005 – June 30, 2006:

Approved the Commission Budget for •	
2005-2006.

Accepted committee reports and ratified •	
the actions of the Executive Committee 
for the previous program year.

Adopted an amendment to the Public •	
Participation Policy

 Adopted Policy Statement 03-01, •	 Re-
specting Federalism

Amended Policy Statement 02-02, •	 En-
suring the Equity, Integrity and Viability 
of State Income Tax Systems.

Adopted Policy Resolution 05-01, •	 Reso-
lution in Support of Telecommunications 
Tax Improvement. 

Adopted Policy Resolution 05-02, •	 Reso-
lution in Support of Expansion of Refund 
Offset Program.  

Adopted Policy Resolution 05-03, •	 Reso-
lution in Urging the Adoption and Use of 
the Alternative Dispute Resolution Pro-
gram by Compact Member States.

Adopted Policy Resolution 05-04, •	 Reso-
lution Regarding Tax Fairness in the Pro-
posed Federal Extension of the “Internet 
Tax Nondiscrimination Act.”

Adopted Policy Resolution 05-05, •	 Reso-
lution on White Paper Entitled Sales and 
Use tax Compliance Agreements.

Repealed Resolution 01-08, •	 Resolution 
Regarding Tax Fairness in the Proposed 
Federal Extension of the “Internet Tax 
Nondiscrimination Act.”

The Commission, as is its custom, also •	
adopted a number of honorary resolu-
tions recognizing individuals who made 
significant contributions to the work of 
the Commission throughout the year.

Elected Joan Wagnon, Secretary of Rev-•	
enue, Kansas Department of Revenue, 
as Chair. 

Elected Dan Salomone, Commissioner, •	
Minnesota Department of Revenue, as 
Vice Chair.

Elected Jan Goodwin, Secretary, New •	
Mexico Tax & Revenue Department, as 
Treasurer.

Elected Dan Bucks, Director, Montana •	
Department of Revenue; Will Bush, Cali-
fornia Franchise Tax Board; Carole Kee-
ton Strayhorn, Comptroller, Texas Comp-
troller of Public Accounts; and Cindi 
Yates, Director, Washington Department 
of Revenue, 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.
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Executive Committee Report

The Executive Committee met four times during the period July 1, 2005, to June 30, 
2006:

July 27, 2005, in Boise, Idaho•	
November 10, 2005, in Washington, D.C.•	
March 20, 2006, via teleconference•	
May 11-12, 2006, in Alexandria, Virginia•	

Through these meetings the committee provided oversight and direction to the activities 
of the Commission. 

 A written report of the Executive Committee actions during 2005-2006 was not compiled.  
The following are among the significant actions of the committee not inherent in the Overview 
of Actions Taken by Multistate Tax Commission:

Approved Joe Huddleston as Executive Director of the Multistate Tax Commission •	
effective August 1, 2005. 

Suspended the Combined Registration System project to allow time for the new Executive •	
Director to assess the scope and direction of the project.

Adopted the audited financial statements for FY2005.•	

The Executive Committee undertook additional actions during 2005-2006 that are 
recorded in the minutes of its meetings.
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Audit Committee Report
Rich Schrader, Chair, MTC Audit Committee

Janielle Lipscomb, Vice Chair, MTC Audit Committee
Les Koenig, Director, MTC Joint Audit Program

The following report reflects the activities of the 
MTC Audit Committee and the Audit Program for 
2005-2006 fiscal year.

Audit Committee

The MTC Audit Committee met three times 
during the fiscal year. During the Annual Meeting 
in July, 2005 the Audit Committee reviewed the 
past year MTC audit activity. 

During the November, 2005 meeting, Income 
and Sales Tax Nomination Forms were distributed 
at this meeting to start the annual selection 
process. 

During the March meeting, the Audit Committee 
reviewed the status of all audits in progress. 
The Committee also provided guidance on 
several key issues in several audits. The Audit 
Committee selected 2 supplemental income tax 
audits for the MTC Audit Program’s Inventory. 

The Audit Committee also met numerous times 
by teleconference to discuss several audits where 
cutting edge issues were pertinent and follow up 
on several audits that were protested.  

Lastly, the Audit Committee reviewed the MTC 
Audit Program’s audit activity at each meeting 
and offered advice on many complex audit issues 
that were found in various audits.

In March, Alaska was welcomed into the MTC 
Audit Program as a participant in the income tax 
portion of the program.

Audit Program

PRODUCTIVITY

The Audit Staff completed 6 sales tax audits for 
the fiscal year end 6/30/06. There are currently 
22 sales tax audits in progress. The Audit Staff 
completed 9 income tax audits during this fiscal 

year. There are currently 19 income tax audits 
in progress.

The MTC Audit Program has increased the 
productivity of its audit work by over 45% 
since 1990, as measured by the number of 
staff hours per audit per state. In 1990, an MTC 
audit required 129 hours of staff time per audit 
per state. In 2006, that number was only 70. 
That represents improved efficiency for both 
states and taxpayers, who also benefit when tax 
auditors spend less time completing an audit.

Please note in interpreting the enclosed charts 
on productivity that declining numbers represent 
improvement. 

STAFFING

The MTC Audit Program hired one sales tax 
auditor this year. One sales tax auditors resigned 
this year. 

AUTOMATION

The MTC is pursuing electronic records in every 
audit that is commencing. The MTC Sales Tax 
Auditors request electronic records when an 
audit begins. Several taxpayers have been 
cooperative in supplying the records. However, 
many taxpayers are still reluctant to supply 
electronic records. Every effort is made to 
assure the taxpayer that electronic records will 
be held in all confidentiality. 
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Litigation & Uniformity Report

Support for Two MTC Standing 
Committees

The legal division staffs two MTC Standing 
Committees: Litigation and Uniformity. During 
fiscal year 2006, our work for the Litigation 
Committee included a complete overhaul of 
our meeting format.  We moved from short 
summary discussions of recent U.S. Supreme 
Court and key state tax cases to more in-
depth presentations and discussions of current 
important legal topics affecting multiple states. 
Our recent meetings, for example, included 
presentations on real estate investment 
trusts, intangible holding company nexus and 
expense add-back issues, emerging nexus 
jurisprudence, UDITPA sales factor problems 
and more.  The change has been very well 
received by our membership.  

Our work for the Uniformity Committee 
during fiscal year 2006 included development 
of the following uniformity projects 
through committee education, meeting and 
teleconference staffing, model statute and 
regulation drafting, serving as public hearing 
officer and/or drafting hearing officer reports:

Proposed Model Statute Requiring Add-back •	
of Certain Intangible and Interest Expenses 
(now before the Full Commission)
Proposed Model Statute on Reportable •	
Transactions and State Filing Positions (now 
before the Full Commission)
Proposed Model Statute for Tax Avoidance •	
Transaction Voluntary Compliance Program 
(now before the Full Commission)
Proposed Amendments to MTC Regulation •	
Regarding “On Behalf Of” Language 
(approved for Public Hearing)
Proposed Model Regulation for •	
Telecommunications Sales Factor 
Apportionment (under development at the 
Uniformity Committee)
Proposed Model Statutes for Regulated •	
Investment Companies and Real Estate 
Investment Trusts (under development at 
the Uniformity Committee)

Proposed Model Amendments to UDITPA •	
Section 17 (under development at the 
Uniformity Committee)
Proposed Model Regulation Regarding Hotel •	
Intermediaries (under development at the 
Uniformity Committee)
Proposed Model Regulation Regarding •	
Statistical Sampling (under development at 
the Uniformity Committee)
Possible Project Regarding §1031 Deferred •	
Gains on Sales of Real Property (under 
consideration for adoption as a Uniformity 
Committee Project)

Support for Individual Member States

During fiscal year 2006, the legal division filed 
amicus briefs in two state Supreme Court 
cases, Microsoft Corporation v. Franchise 
Tax Board and General Motors v. Franchise 
Tax Board.  A member of the legal division 
participated in oral arguments before the 
California Supreme Court as amicus in the 
General Motors case.  In addition, legal staff 
continues to provide information and analysis 
to attorneys in several member states on 
issues currently under litigation in their states.  
A new service we have begun providing is 
coordination and assistance for attorneys in 
multiple states that are litigating issues arising 
from MTC audits. 

A member of the legal division served as an 
instructor for the MTC’s Corporate Income Tax 
course provided to state tax administrators, 
auditors, attorneys, policy analysts and 
taxpayer assistance personnel in Montpelier, 
Vermont and in Helena, Montana. 

Legal division members also assisted our states 
by participating in meetings in states that are 
considering legislation to adopt MTC model 
uniformity proposals, including presentation of 
testimony to the New Mexico Legislature.
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Service to the Public and Other 
Organizations

Legal division members made several 
presentations at various conferences, including 
a presentation on MTC activities at the Council 
on State Taxation annual conference, a similar 
presentation to the Tax Executives Institute, 
a presentation on needed changes to UDITPA 
at the Federation of Tax Administrator’s 
Annual Conference and more.  MTC legal staff 
continues to provide support to the states as 
they work towards bringing up the Streamlined 
Sales Tax System, by attending meetings 
and participating in teleconferences.  We also 
assisted the U.S. Department of State, Office 
of Foreign Missions in developing a program 
designed to help diplomats meet their sales tax 
obligations on purchases made in the U.S.
 
Support of Commission Administration 
and Other Commission Functions

The legal staff continues to assist the Audit 
Program with on-going audits, such as working 
to obtain nexus information associated with 
the audit of a technology company and 
providing legal analysis regarding nexus 
issues associated with the audit of a bank.  In 
addition, the legal division assists in addressing 
legal issues that arise in the course of 
Commission administration.  The legal division 
put together the Commission’s fiscal year 
2005 annual report, which is submitted to our 
member states’ legislatures and governors’ 
offices.  Legal also division continues to provide 
significant support for the annual meeting, 
including staffing the resolutions committee, 
making presentations at the annual seminar, 
preparing the executive and full commission 
meeting materials (including the artwork), 
and taking executive committee and business 
meeting minutes. 
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Nexus Committee Report
Joseph Thomas, MTC Nexus Committee Chair
Lee Evans, MTC Nexus Committee Vice chair

Sheldon H. Laskin, Director, MTC Nexus Program Director

This report summarizes the activities of the 
MTC Nexus Committee and the Nexus Program 
for the period July 1, 2005 through June 30, 
2006. 

Nexus Committee

The MTC Nexus Committee met in Boise, ID, 
Washington, DC and Nashville, TN during the 
fiscal year.  In addition, the Committee met a 
number of times by teleconference.  

During the year, the Committee reviewed the 
status of a number of nexus audits of major 
retailers.  A major nexus audit was concluded 
during the year.

The Committee reviewed the voluntary 
disclosure program and decided to eliminate 
estimated future returns from the voluntary 
disclosure reports.  Instead, the Committee 
is exploring implementing a “feedback loop”, 
whereby member states can report actual 
voluntary disclosure collections to Program 
staff.  This information will be used both 
for internal tracking of the program and for 
marketing purposes to potential additional 
member states.  A final decision on the 
“feedback loop” will be made at the Committee 
meeting in Topeka on August 15, 2006.

Nexus Program

Voluntary Disclosures

During FY 2006, the National Nexus Program 
executed contracts with 65 taxpayers, 
resulting in 363 separate agreements with 
member states.  These agreements resulted in 
$7,002,945 in back taxes collected. Additional 
revenue will be realized as future payments 

are collected pursuant to the terms of the 
agreements.  Also, during the fiscal year, the 
Nexus Program opened 79 new voluntary 
disclosure cases, representing 811 separate 
potential contracts.  The following chart 
compares the results in FY 2005 to those of FY 
2006.  

FY 2006 FY 2005 Percentage 
Change

Number of 
taxpayers 
concluding 
agreements

65 60 8.3%

Number of 
executed 
contracts

363 416 -12.7%

Back taxes 
collected

$7,002,945 $3,929,957
  

78.2%

New cases 
opened 79 69 14.5%

Number of 
potential 
contracts 
under new 
cases

811 736 10.2%

Voluntary Disclosure Marketing

During FY 2006, as many as 15 member 
states distributed 9,331 MTC voluntary 
disclosure brochures to taxpayers making 
voluntary disclosures in each state.  This was 
a significant increase as compared to FY 2005, 
when thirteen member states distributed 
5,934 MTC voluntary disclosure brochures, 
an increase of two participating states and 
3,397 brochures.  During the fiscal year, the 
Voluntary Disclosure Program’s ad on Google 
was viewed 259,117 times with 2,423 viewers 
visiting the MTC website by clicking on the 
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ad.  Comparable figures for FY 2005 were 
186,536 ad viewings and 1,405 visits to the 
MTC website. The cost of the ad for the year 
was $1,371.11.  The ad is now being displayed 
by Google in “content” situations, such as at 
the bottom of newspaper articles that relate to 
taxes.  It also continues to be displayed with 
general search results on Google.

In addition, MTC staff routinely discusses the 
voluntary disclosure program and distributes 
disclosure brochures during appropriate public 
presentations.

nexus Data exchange

The Nexus discovery exchange, or lead sets, 
began November 2001 and continued through 
September 2005.  A total of eight sets were 
exchanged, including 440 companies.  Susan 
Ribe sent a survey to Nexus Committee 
members and direct lead set contacts in 
member states to assess the usefulness of the 
leads and interest in continuing the project.  
The Committee will discuss the survey at its 
Topeka meeting and determine the future 
course of this program.

Nexus School

During the fiscal year, MTC staff conducted 
nexus schools in Montgomery, AL, Oklahoma 
City, OK, Helena, MT and Raleigh, NC.  A total 
of 157 students attended the four schools.  
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Training Program Report

This has been an active year for MTC training—
with eleven courses provided to the states—
compared to eight courses provided during the 
last fiscal year.  All Commission training has 
also been approved for the National Registry 
of CPE Sponsors of the National Association of 
State Boards of Accountancy (NASBA). This will 
make it easier for our students to obtain CPE 
credit and also helps to increase the visibility of 
our training program.

Courses Offered in 2005-2006

The following MTC courses were offered during 
the year:

NexUS SChOOl

September 20-21, 2005 in Montgomery, 
Alabama for 40 students
December 6-7, 2005 in Oklahoma City, 
Oklahoma for 36 students
February 14-15, 2006 in Helena, 
Montana for 47 students
March 28-29, 2006 in Raleigh, North 
Carolina for 34 students

CORPORATe INCOMe TAx

 October 24-28, 2006 in Montpelier, VT  
 for 50 students (34 in Part 2)
 March 6-10, 2006 in Helena, Montana   
 for 43 students (23 in Part 2)

NON-STATISTICAl SAMPlING

November 14-18, 2005 in Portland, 
Maine for 19 students
January 23-27, 2006 in Mitchell, South 
Dakota for 24 students
February 6-10, 2006 in Oklahoma City, 
Oklahoma for 22 students

STATISTICAl SAMPlING

June 26-30, 2006 in Portland, Maine 
for 16 students
July 17-21, 2006 in Oklahoma City, 
Oklahoma for 20 students

NASBA Certification

The MTC has been approved for the National 

Registry of CPE Sponsors of the National 
Association of State Boards of Accountancy 
(NASBA) for the period April 1, 2006 – April 
1, 2007.  The approval is for “group-live” 
programs only. Accounting boards in thirty 
seven states recognize NASBA certification for 
granting CPE credit and some state accounting 
boards require NASBA certification for granting 
of CPE credit.  This certification provides 
NASBA’s “seal of approval” for MTC courses 
and will make it easier for some students to 
obtain CPE credit.

Tuition & Host State Credit

Following a review of the cost of providing MTC 
courses, we have adjusted tuition for most 
MTC courses (with the exception of the Nexus 
School). This is in keeping with the direction 
from the Executive Committee (in 1999) to 
price courses at their full cost, with additional 
charges for states that participate to a lesser 
degree in financing general operations of the 
Commission.

New tuition rates for member states with old 
rates in parentheses are:

Nexus School $600  (600)
Corporate Income Tax
Part I $445 (350)
Part I & II $1125 (850)
Non-Statistical Sampling $830  (710)
Statistical Sampling $920 (750)
Computer Assisted Audit $630 
(has not been offered in recent years)

 
Tuition for other membership categories are 
based on the following:

Add 20% for Associate Member • 
States involved in Audit or Nexus 
Program
Add 30% for Associate Member • 
State not involved in Audit or Nexus 
Program
Add 40% for Other States• 
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The new tuition schedule for all membership 
categories is:

CORPORATe INCOMe TAx

Part I Parts I & II

Compact or 
Sovereignty Member

$445 $1125

Associate Member:
Participating in Audit 
or Nexus Program

$535 $1350

Associate Member:
Not participating 
in Audit or Nexus 
Program

$580 $1460

All other States $625 $1575
              
COMPUTeR ASSISTeD AUDIT

Compact or Sovereignty Member $630
Associate Member:
Participating in Audit or Nexus 
Program

$755

Associate Member: Not 
participating in Audit or Nexus 
Program

$820

All other States $880
       
NON-STATISTICAl SAMPlING

Compact or Sovereignty Member $830
Associate Member:
Participating in Audit or Nexus 
Program

$995

Associate Member:
Not participating in Audit or Nexus 
Program

$1080

All other States $1160
    
     
STATISTICAl SAMPlING

Compact or Sovereignty Member $920
Associate Member:
Participating in Audit or Nexus 
Program

$1105

Associate Member:
Not participating in Audit or Nexus 
Program

$1195

All other States $1290
    

NexUS SChOOl

Compact or Sovereignty Member $600
Associate Member:
Participating in Audit or Nexus 
Program

$720

Associate Member:
Not participating in Audit or Nexus 
Program

$780

All other States $840
      

For some of our scheduled courses, the old 
rates will still apply, since commitments were 
made to host states under the old tuition 
schedule. 

The host state credit, which was previously 
based on a statement of labor and direct 
expenses from the host state, has been 
changed to a $3000 credit for each course. The 
credit is for support related to the course and 
applies to tuition for host state students. 

Training Brochure

The new MTC Training Program brochure 
has been distributed to MTC committee lists 
and state contacts. This will be revised and 
reissued, as needed, later in the fiscal year. 
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