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

For forty years, one of the principal purposes of the Multistate Tax 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.  We continue our efforts in all of these areas.

I submit to you the Annual Report of the Multistate Tax Commission, covering the 
Commission’s activities for the fiscal year beginning July 1, 2006 and ending June 30, 
2007.

Respectfully,
 
Joe Huddleston 
Executive Director
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The Commission held its Annual Business 
Meeting, as required by Article VI of the Multistate 
Tax Compact, on August 17, 2006, in Topeka, 
Kansas (Note:  Bylaw 4 requires this meeting 
to occur during July unless otherwise specified 
by the Executive Committee; the Executive 
Committee approved August 17th for the 2006 
Annual Meeting during its meeting of November 
10, 2005).

The Commission also held a special meeting on 
September 7, 2006, to reconsider uniformity 
proposals recommended by the Executive 
Committee pursuant to their September 1, 
2006, teleconference.

The Commission took the following actions 
during July 1, 2006 – June 30, 2007:

Approved the Commission Budget for •	
2006-2007.

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

Adopted a Model Combined Reporting •	
Statute.

Adopted a Model Statute Requiring Add-•	
back of Certain Intangible and Interest 
Expenses.

Adopted a Model Tax Avoidance Transaction •	
Voluntary Compliance Program Statute.

Adopted a Model Reportable Transactions •	
Statute.

Adopted a Model Compilation of State Tax •	
Data Statute.

Adopted Policy Resolution 06-01, •	
Resolution Regarding the Re-write of the 
Telecommunications Act of 1996.

Adopted Policy Resolution 01-01, •	
Resolution In Support of and Appreciation 
for the Work of the Congressional Budget 
Office. 

Adopted Policy Resolution 01-02, •	 Renewing 
the Commitment of MTC Member States 
to Voluntary State Tax Uniformity. 

Adopted Policy Resolution 01-03, •	
Resolution Maintaining the Integrity of 
State and Local Tax Appeals Processes. 

Adopted Policy Resolution 01-05, •	
Resolution in Support and Appreciation 
of the Uniformity and Interstate 
Cooperation Projects of the Federation of 
Tax Administrators.

Adopted Policy Resolution 01-09, •	
Resolution Regarding the Preservation 
of the Integrity of State Property Tax 
Systems. 

Adopted Resolution 06-01, •	 Resolution 
Authorizing and Convening a Task Force 
for the Development of a Uniform Format 
for Compilation of State Tax Return 
Data.

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

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

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

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

Overview of Actions Taken by 
Multistate Tax Commission
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Elected Dan Bucks, Director, Montana •	
Department of Revenue; Robert J. Kleine, 
State Treasurer, Michigan Department 
of Treasury; Selvi Stanislaus, Executive 
Director, California Franchise Tax Board; 
and Carole Keeton Strayhorn, Comptroller, 
Texas Comptroller of Public Accounts, 
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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The Executive Committee met five times during 
the period July 1, 2006, to June 30, 2007:

August 17, 2006, in Topeka, Kansas •	
(immediately before the 2006 
Annual Meeting of the Commission)
September 1, 2006, via •	
teleconference
November 16, 2006, in St. Louis, •	
Missouri
January 4, 2007, in San Diego, •	
California
May 10, 2007, in Washington, D.C.•	

The teleconference on September 1, 2006, was 
held specifically to consider re-referral of two 
draft model statutes back to the full Commission 
(at the 2006 Annual Meeting, the Commission 
voted to refer these statutes back to the Executive 
Committee).  The remaining meetings were 
regular meetings of the committee.  Through 
these meetings the committee has provided 
oversight and direction to the activities of the 
Commission. 

[Note:  The Executive Committee also met before 
the 2007 Annual Meeting of the Commission via 
teleconference on July 12, 2007, specifically to 
consider sovereignty membership for Georgia, 
Maryland, and West Virginia (each granted); 
associate membership for Indiana (granted); 
and to specify August 2nd as the date of the 
2007 Annual Meeting.]  

The Executive Committee experienced some 
changes in its membership in the course of 
the past year.  In January, Dan Salomone 
became deputy commissioner in Minnesota 
coinciding with the appointment of Ward Einess 
as Minnesota Commissioner of Revenue.  The 
change in Minnesota created a vacancy in the 
Commission’s office of Treasurer which was filled 
by appointing Mr. Einess as Acting Treasurer (Mr. 
Salomone serving as his designated alternate).  
Later in January, Susan Combs replaced Carol 
Keeton Strayhorn as Comptroller in Texas which 

created a vacancy on the committee.  Ms. 
Combs was appointed to fill this vacancy.  Both 
appointments were duly ratified by the Executive 
Committee.
 
The Executive Committee took the following 
actions during 2006-2007:

Approved the 2006-2007 Commission •	
expenditure budget.

Authorized the Chair to contact •	
the National Conference of 
Commissioners on Uniform State 
Laws (NCCUSL) about developing 
model uniform amendments to the 
Multistate Tax Compact, Art. IV, 
Sec. 17 (AKA UDITPA Sec. 17); and 
formed a working group composed of 
Bruce Johnson, Ben Miller, Elizabeth 
Harchenko, and Dan Bucks to 
develop a more structured proposal.

 
Re-referred the proposed model •	
reportable transactions statute back 
to the Commission for consideration 
at a special Commission meeting.

Amended the proposed model •	
compilation of state filing data 
statute to allow taxpayers to submit 
copies of state tax returns in lieu 
of preparing a spreadsheet and re-
referred it back to the Commission 
for consideration at a special 
Commission meeting.

Removed the restriction on the •	
surplus Special Audit Fund balance of 
$8,089 and designated these funds 
for future use by the Commission’s 
Joint Audit Program.

Adopted changes by the public •	
hearing officer to the proposed “On 
Behalf of” Amendment to Model 

Executive Committee Report
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Regulation IV.17 and recommended 
the proposed amendment to the 
Commission, authorizing a survey of 
the affected member states pursuant 
to Bylaw 7.

Directed a public hearing be held •	
pursuant to Art. VII of the Multistate 
Tax Compact regarding a proposed 
model uniform statistical sampling 
statute and proposed accompanying 
model regulation.

Directed issuing RFP #2007-01, •	
Federal Governmental Affairs 
Services, and directed the 
Commission officers and executive 
director to screen potential vendors 
and make a selection.  [Note:  
Following review of all submitted 
proposals and subsequent interviews, 
Patuxent Consulting was selected.]

Elected Ward Einess, Minnesota •	
Commissioner of Revenue, to 
serve as Acting Treasurer to fill 
the vacancy created when the 
previous commissioner accepted 
an appointment to serve as deputy 
commissioner (Mr. Einess had been 
appointed before the meeting by the 
Commission Chair pursuant to Bylaw 
3(c)).

Adopted the audited financial •	
statements for FY2006.

Elected Susan Combs, Texas •	
Comptroller of Public Accounts, to 
fill the Executive Committee vacancy 
left by the previous comptroller (Ms. 
Combs had been appointed before 
the meeting by the Commission Chair 
pursuant to Bylaw 3(c)). 

Approved the 2007-2008 Commission •	
revenue budget, reflecting no 
increase in the general membership 
assessment and National Nexus 
Program fees, and a 5 percent 
increase in Joint Audit Program fees. 

At the request of the Audit •	
Committee, tasked the Uniformity 
Committee to begin a priority 
project addressing an issue with the 
Commission’s Bank and Financial 
Regulation related to assignment of 
receivable in the property factor and 
report back on the project at the 
Executive Committee’s January 2008 
meeting. 

After hearing a presentation by •	
tax practitioners regarding the 
compliance burden associated with 
amended return filing following 
receipt of federal RAR, tasked 
the Uniformity Committee to 
establish a working group (including 
practitioners and industry) to 
convene during the Annual Meeting 
in Minneapolis July 29 – August 2, 
2007, to build upon the earlier work 
of the Uniformity Committee in this 
area and develop solutions that may 
benefit both taxpayers and states by 
obviating numerous returns after a 
federal adjustment. 

Developed proposed amendments •	
to Commission Bylaw 5, Quorum, 
Voting, and Minutes; Bylaw 6, 
Executive Committee; and Bylaw 
11, Parliamentary Authority; and 
provided notice to the Commission in 
accordance with bylaws.

The Executive Committee undertook additional 
actions during 2006-2007 that are recorded in 
the minutes of its meetings.

The Executive Committee also held informational 
sessions in conjunction with its meeting in 
January 2007 at which it received presentations 
by representatives of the insurance industry on 
state tax issues; by the IRS on federal tax data 
pertaining to multi-tiered, multistate entities; by 
an accounting firm on the state tax implications 
of the new FIN 48 requirements; and by 
representatives of the telecommunications 
industry on the federal and state status of 
telecommunications taxes.
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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 
2006-2007 fiscal year.

Audit Committee

The MTC Audit Committee met three times 
during the fiscal year. During the Annual Meeting 
in August, 2006 the Audit Committee reviewed 
the past year MTC audit activity. The Committee 
also selected 18 sales tax and 9 income tax 
audits for the audit program’s inventory.

During the November, 2006 meeting, Income 
and Sales Tax Nomination Forms were 
distributed at this meeting to start the annual 
selection process. The Committee also selected 
one income tax audit for the audit program’s 
inventory. 

During the March, 2007 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 
Committee also approved the MTC Sales Tax 
Audit Sampling Manual.

The Audit Committee also met numerous times 
by teleconference to discuss  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.

Audit ProgrAm

Productivity

The Audit Staff completed 15 sales tax audits for 
the fiscal year end 6/30/07. There are currently 
24 sales tax audits in progress. The Audit Staff 
completed 7 income tax audits during this fiscal 
year. There are currently 21 income tax audits 
in progress.

The MTC Audit Program has increased the 
productivity of its audit work by over 39% 
since 1991, as measured by the number of 
staff hours per audit per state. In 1991, an MTC 
audit required 113 hours of staff time per audit 
per state. In 2007, that number was only 69. 
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 and 
one income auditor 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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9/06 12/06 3/07 6/07 Total

Income Tax
Total Audits 1 3.5 2 .5 7

Total States
Audited 15 66 47 13 141

Total 
Hours 147 5422 3289 503    9361   
Average Hours
Per State 10 82 70 39              66
Sales Tax
Total Audits 5 3 0 7 15
Total States 
Audited 59 39 0 89 187

Total 
Hours 3673 1755 0 7868 13296

Average Hours
Per State 62 45 0 88 71
Total Both Taxes
Total Audits 6 6.5 2 7.5 22
Total States
Audited 74 105 47 102 328

Total 
Hours 3820 7177 3289 8371 22657

Average Hours
Per State 52 68 70 82 69

Audit Hour Analysis 
Last Four Quarters
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The MTC Litigation Committee is chaired by 
Marshall Stranburg, Florida Department of 
Revenue.  Mark Wainwright and Clark Snelson, 
Utah Office of the Attorney General, are co-vice 
chairs. 

In-Person Meetings

The Committee held in-person meetings 
August 14-15, 2006 and March 21-22, 2007.  
Approximately 25 people attended each 
meeting, representing nearly 20 states and the 
MTC staff. Both meetings included presentations 
from the MTC Legal Division and members on a 
range of topics including on-going litigation and 
implications of recent decisions regarding the 
dormant Commerce Clause, REITs, Economic 
Presence nexus, and many other current topics.   
As usual, we discussed recent Supreme Court 
action and recent state court decisions, and 
collaborated with respect to litigation pending 
in the states. 

Bi-Monthly State Tax Attorney 
Teleconferences

We have begun hosting regular bi-monthly 
teleconferences for state tax attorneys.   These 
teleconferences generally involve 2 presentations 
on topics of current interest to the states and 
allow time for discussion.  All state tax attorneys 
are invited to attend.  The teleconferences have 
been well attended. 

Brief Bank

In March, the Litigation Committee received 
a presentation on the MTC’s first version of 
its internet accessible state tax attorney brief 
bank.  The brief bank is searchable by taxpayer 

name or key word.  We continue to work on 
a potential second version that would allow for 
text searches of the briefs. 

Case by Case Collaboration

We have also worked to provide a forum for our 
Litigation Committee members to coordinate on 
cases and issues affecting multiple states on a 
case by case basis, especially with respect to 
cases arising from MTC joint audits.

Litigation Committee Report
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The Nexus Committee of the Commission’s 
National Nexus Program is chaired by Joe 
Thomas, Connecticut Department of Revenue 
Services.  Lee Evans of New Jersey is vice-
chair.

The committee held in-person meetings 
November 15, 2006 and March 22, 2007.  Each 
meeting was attended by approximately 35 
people.  Most Nexus Program member states 
were represented.  Highlights of the committee’s 
activities in fiscal year 2007 are:  

Considered the costs and benefits of a •	
uniformity action regarding how long 
nexus lasts, probably in cooperation 
with the Uniformity Committee.  This 
is an on-going project.

Suspended the lead-set program, •	
which involved states sending nexus 
enforcement leads to the MTC, which 
consolidated the information and sent 
it back to the states.  The value of the 
information was found to be insufficient 
in light of the cost of collection.

Considered cooperative state action •	
with respect to a specific sales/use 
tax enforcement issue and shared 
information with respect to another 
specific sales/use tax enforcement 
issue.

Implemented the feed-back loop, in •	
which states report to the MTC how 
much revenue in future years they 
receive from taxpayers who have 
completed a voluntary disclosure.  The 
purpose is to allow MTC staff to provide 

Nexus Committee Report

states revenue information with respect 
to the voluntary disclosure program 
without reliance on estimates. 

Oversaw three Nexus Schools: •	
Michigan, Colorado, and Connecticut.

Georgia, New Hampshire, and New •	
Mexico joined the National Nexus 
Program and the committee.
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The Technology Committee monitors and 
advises the staff in respect of the coordination 
and optimization of information technology as 
it relates to overall goals of the member states 
and the Commission.  The committee is chaired 
by Timothy R. Blevins of the Kansas Department 
of Revenue.  Debbie Peterson of the Texas 
Comptrollers Office was the vice-chair but left 
state employment in March; the Commission 
Chair approved the committee’s choice of Steve 
Wilson of Idaho State Tax Commission to succeed 
her as vice-chair.

During 2006-2007, the committee met 13 
times:

Teleconference on July 11, 2006 •	
Teleconference on July 27, 2006 •	
Meeting on August 13, 2006 in Topeka, •	
Kansas 
Teleconference on August 29, 2006 •	
Teleconference on September 14, 2006 •	
Teleconference on October 4, 2006 •	
Teleconference on October 24, 2006 •	
Teleconference on November 21, 2006 •	
Teleconference on December 14, 2006 •	
Teleconference on February 1, 2007 •	
Teleconference on February 20, 2007 •	
Committee Meeting on March 21, 2007 •	
in San Diego, California 
Teleconference on July 12, 2007•	

The majority of FY2007 was largely spent working 
on the redesign of the Commission’s website.  
The committee is very pleased with the results 
of that project, a very important one not only 
because the website is the public face of the 
Commission but also because of the increased 
capability the Commission has in maintaining 
fresh and vibrant content on the site.  The online 
registration component and contacts look-up 

component are the two remaining significant 
features of the site still in progress, and the 
committee will continue to monitor the site’s 
development.

Two charts are attached showing the planning 
and progress of the Commission’s technology 
projects during 2006 and 2007.

The following are the projects that the 
committee is focused on currently:

Secure communications plan project •	
(near completion)
Network back-up and recovery •	
improvements (near completion)
Voluntary Disclosure Program •	
database migration project
Implementation of the secure •	
communications plan (including 
enhancing the Commission’s 
website as a robust portal for tax 
administration)
Automated audit management •	
system for the Join Audit Program 

 

Technology Committee Report
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MTC offered 11 courses during the 2006-07 
fiscal year, and a similar level of activity is 
anticipated for the 2007-08.  Recently developed 
MTC sampling software is being used to support 
our sampling courses and we are anticipating 
opening a session of the Statistical Sampling 
course to the private sector during the coming 
year.

Courses Offered in 2006-07

The following MTC courses were offered during 
the year:

Nexus School
 October 4-5, 2006 in Little Rock, Arkansas 

for 36 students
 December 5-6, 2006 in Lansing, Michigan 

for 62 students
 April 24-25, 2007 in Denver, Colorado for 46 

students
 June 5-6, 2007 in Hartford, Connecticut for 

39 students

Corporate Income Tax
 October 2-5 in Salem, Oregon for 61 

students (37 in Part 2)
 February 5-8, 2007 in Oklahoma City, 

Oklahoma for 43 students (34 in Part 2)

Non-Statistical Sampling
 August 28-September 1, 2006 in Oklahoma 

City, Oklahoma for 25 students
 April 23-27, 2007 in New Orleans, Louisiana 

for 24 students

Statistical Sampling
 July 17-21, 2006 in Oklahoma City, 

Oklahoma for 20 students 
 October 30-November 3, 2006 in Oklahoma 

City, Oklahoma for 29 students

Computer Assisted Audit Techniques 
 May 7-11, 2007 in Oklahoma City, 

Oklahoma for 30 students

Current Schedule of Courses and Events

The following courses and events are currently 
anticipated:

2007 FTA / MTC AudiT And CoMpuTer 
TeChnology Workshop, September 23-26, 
2007 in Nashville, Tennessee (registration is 
being handled by FTA)

nexus sChool

 October 29-30, 2007 in 
 Nashville, Tennessee
 First half of 2008, Maryland (date and   
 city to be determined)

Updates on 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 is registered with the National 
Association of State Boards of Accountancy 
(NASBA) as a CPE sponsor. This registration is 
for “group-live” programs. Accounting boards 
in 44 states recognize NASBA certification for 
granting of CPE credit for in-person courses. 
The Commission also certifies attendance for 
CLE credit at Commission sponsored events. 

Changes for Sampling and Computer 
Assisted Audit Techniques Courses

The recently developed MTC sampling software 
will be utilized in future sampling courses. We 

Training Program Report
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are still expecting to open a session of the 
Statistical Sampling course to the private sector 
during the year. The Computer Assisted Audit 
Techniques course is now a two-day course. 
The introductory sampling course has been 
shortened from 4 ½ days to 2½ days and is now 
identified as Basic Random Sampling (formerly 
Non-Statistical Sampling). We are encouraging 
states to host both the Computer Assisted Audit 
Techniques and Basic Random Sampling within 
the same week.
 
Tuition and Host State Credit

The tuition schedule for 2007-08 has been 
adjusted since it was presented to the MTC 
Executive Committee in May 2007. The 
adjustments reflect shortening of the basic 
random sampling course from 4 ½ days to 2 ½ 
days and larger expected class sizes for sampling 
and computer assisted audit courses. Fees for 
private sector participants in sampling or other 
courses will be determined as these courses are 
scheduled.

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

Training Brochure

The 2007-2008 Training Brochure will be mailed 
to MTC contacts in early September 2007.
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The Commission’s Uniformity Committee is 
chaired by Ted Spangler, Office of the Idaho 
Attorney General.  The Committee is divided 
into two subcommittees. Wood Miller, Missouri 
Department of Revenue, chairs the Income & 
Franchise Tax Subcommittee and Richard Cram, 
Kansas Department of Revenue, chairs the Sales 
& Use Tax Subcommittee. 

The Committee held in-person meetings 
November 13-14, 2006 and March 20-21, 2007.  
Each meeting was attended by approximately 40 
people, representing nearly 20 states, a number 
of taxpayer representatives and groups, the state 
tax press, and the MTC staff.  Subcommittees 
also met twice by telephone.  

Income and Franchise Tax Subcommittee

Special Rule for Telecommunications •	
Apportionment. 

  
 After extensive work, this long-

standing project is nearing.  It is 
possible that in July it will be referred 
to the full Committee and then to 
Executive Committee for consideration 
for public hearing. 

Model Statutes for Real Estate •	
Investment Trusts (REITs) and 
Regulated Investment Companies 
(RICs) 

 After extensive discussions with 
industry representatives, the 
subcommittee voted to divide the 
project into two parts. Two proposals, 
dealing with abusive REITs and RICs 
respectively, are currently under 
development 

Amendment  of Model Rule •	
for Financial Institutions 
Apportionment

 The subcommittee is working to 
develop language to address new 
issues that have arisen with respect to 
the property factor.

Administrative  of Federal Revenue •	
Agent Reports (RARs)

 A taxpayer group has asked the 
subcommittee to consider a project 
for alleviating administrative burdens 
associated with reporting of federal 
RARs.

Possible New Project on • 
Amendments to MTC Model 
Regulations for Section 18 

 This potential new project is currently 
under consideration. 

Possible  New Project on •	
Development of Apportionment 
Rule for Intangible Holding 
Companies 

 This potential new project is currently 
under consideration.

Sales and Use Tax Subcommittee

Proposed Model Statute Regarding •	
Hotel Intermediaries 

 The subcommittee is working on two 
alternative proposals.  

Uniformity Committee Report
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Possible Project on •	
Telecommunications Transactions 
Taxes

 Representatives of the 
telecommunications industry have 
asked the committee to consider 
a project for model centralized 
administration of telecommunication 
transaction taxes, sourcing rules and 
definition.  In addition the group asks 
for consideration of a “best practices” 
model for posting of local tax rates and 
associated “hold harmless” provisions 
for providers that collect at the posted 
rates.  

Statistical Sampling Statute and •	
Regulation

 At the November, 2006 meeting, 
this proposal was referred to the full 
Uniformity Committee for its approval 
and then approved by the Executive 
Committee for public hearing.  A 
hearing officer’s report will be 
submitted in July.
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