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THE COMPLIANCE MINEFIELD

A Tobacco Distributor's Survival Guide to MSA Reporting, State Tax, PACT Act, and FDA
Regulations

KEY INSIGHT

A single tobacco wholesale distributor must simultaneously manage federal excise tax, state excise taxes that
vary from $0.17 to $7.42 per pack across 50 states, weekly MSA electronic reporting to manufacturers, monthly
PACT Act filings with ATF and every state shipped into, FDA product regulations, state product directory
compliance, NPM escrow fund reporting, and flavored tobacco bans across more than 400 jurisdictions. Failure to
comply with any one of these can result in fines up to $21,348 per violation, loss of purchasing status, or
imprisonment. This guide maps every requirement and shows you how to navigate them without losing sleep—or
your license.
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Executive Summary

If you distribute tobacco products in the United States, you operate under one of the most complex regulatory
frameworks in American business. The burden is not limited to a single agency or a single set of rules. It spans
federal excise tax administered by TTB, state excise taxes with rates and structures that differ in every
jurisdiction, weekly electronic reporting to tobacco manufacturers through the MSA/MULTICAT system, monthly
registration and filing obligations under the federal PACT Act administered by ATF, FDA product regulations with
escalating enforcement, state product directory compliance for both participating and non-participating
manufacturers, NPM escrow fund obligations, and an expanding patchwork of flavored tobacco bans across more
than 400 cities and counties.

For a large distributor with a dedicated compliance department, this burden is manageable. For the small and
mid-size convenience store distributor—the family-owned operation with three to fifteen employees, annual
revenue between $2 million and $30 million, and no full-time compliance officer—it is an existential threat.

The penalties for non-compliance are not abstract. MSA reporting errors can result in loss of direct purchasing
status with manufacturers—effectively ending your ability to buy cigarettes. FDA violations carry penalties of up to
$21,348 per violation or $1 million per proceeding. PACT Act violations can mean imprisonment of up to three
years and civil penalties starting at $5,000 for first offenses. In 2024, the FDA issued warning letters to more than
50 manufacturers and distributors, filed more than 44 civil money penalty complaints against manufacturers, and
seized unauthorized products valued at over $700,000 from a single California warehouse.

This guide exists because we believe that no distributor should lose their business to a compliance failure that
technology could have prevented. Over 47 years, TurningPoint Systems has helped nearly 100 convenience store
distributors navigate these requirements. Our MultiCAT Lite reporting tool and QwikPoint ERP platform were built
specifically to automate the compliance obligations that consume hours of manual work each week and create
risk with every human keystroke.

What follows is the most comprehensive guide available on tobacco distribution compliance. It maps every major
regulatory obligation, explains what each one requires in plain language, details the penalties for failure, shows
why manual processes inevitably break at scale, and provides a practical roadmap for automating compliance in
30 days. Whether you use our tools or not, this information could save your business.
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1. The Regulatory Landscape: What You Are Actually Required to Do

Before we examine each obligation in detail, let us map the full landscape. A single tobacco wholesale distributor
operating in one state is simultaneously subject to at least seven distinct regulatory frameworks. A distributor
operating across state lines faces exponentially more.

Regulatory Administering Frequency Maximum Penalty

Framework Agency

Federal Excise Tax TTB (Treasury) Per transaction Criminal prosecution + back taxes + penalties

State Excise Tax State revenue Monthly/Quarterly License suspension/revocation + back taxes
departments (50
states)

MSA/MULTICAT Manufacturers via Weekly (by Loss of direct purchasing status

Reporting MSAI Tuesday)

PACT Act Registration  ATF (Justice Dept.) Monthly (by 10th) $5,000-$10,000/violation + up to 3 years

& Reporting imprisonment

FDA Product FDA Center for Ongoing $21,348/violation or $1M/proceeding

Compliance Tobacco Products

State Product Directory  State AG offices Annual cert. + Product seizure + license suspension

ongoing
NPM Escrow & State AG offices Annual/Quarterly Loss of listing on state directory
Reporting

Notice what this table reveals: no single agency oversees tobacco distribution compliance. You are
simultaneously accountable to the federal Treasury Department, the federal Department of Justice, the FDA,
every state revenue department in which you operate, every state attorney general's office, and the private
manufacturers whose products you distribute. Each agency has its own reporting formats, filing deadlines, record-
keeping requirements, and penalty structures. And none of them coordinate with each other to reduce your
burden.

The Scale of the Problem

A tobacco distributor shipping into just five states must manage: 52 weekly MSA reports per year, 60 monthly
PACT Act filings per year (12 months x 5 states), 20 quarterly state tax returns per year, 5 annual state directory
certifications, and continuous FDA product compliance across their entire inventory. That is more than 130
separate compliance filings per year—before counting federal excise tax obligations. For a distributor shipping
into 15 or 20 states, the number exceeds 400 annual filings.

Why This Matters More Now Than Ever

The regulatory environment for tobacco distribution has intensified dramatically in recent years. Three converging
trends make compliance harder and the consequences of failure more severe than at any point in the industry's
history.

First, enforcement is escalating. The FDA issued more warning letters and civil money penalty complaints in 2024
than in any prior year, with more than 710 cumulative warning letters to manufacturers and distributors and more
than 800 to retailers. The agency has articulated a commitment to "aggressive enforcement of the law" in its 2024
strategic plan. ATF maintains a PACT Act Non-Compliance List that is distributed to government agencies and
commercial carriers—landing on this list means common carriers are prohibited from shipping tobacco to you.

Second, the regulatory scope is expanding. The PACT Act was amended in 2021 to include electronic nicotine
delivery systems (ENDS) within the definition of "cigarette," dramatically expanding the universe of products
subject to reporting. Flavored tobacco bans now span more than 400 jurisdictions. State product directory
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requirements are being tightened—Pennsylvania enacted Act 57 in December 2025 establishing a new ENDS
product directory with enforcement beginning October 2026.

Third, states are changing formats without warning. lllinois changed its cigarette tax reporting from an HttsPost
portal to a CSV upload format in January 2026, requiring every distributor filing in that state to rebuild their
reporting process. Georgia moved to an online Attorney General portal in 2025, replacing paper AG-01 forms.
These format changes happen regularly across all 50 states, and each one creates a new compliance risk for
distributors still doing this work manually.

© 2026 TurningPoint Systems. All rights reserved. turningpointsystems.com
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2. MSA and MULTICAT Reporting: The Weekly Obligation That Can End
Your Business

Of all the compliance requirements facing a tobacco distributor, MSA reporting is arguably the most
consequential. Not because the fines are the largest—they are not—but because the penalty is the most
devastating: loss of your ability to purchase product directly from manufacturers.

What MSA Reporting Actually Is

In 1998, 52 state and territory attorneys general signed the Master Settlement Agreement with the four largest
tobacco companies in the United States to settle state lawsuits seeking to recover healthcare costs associated
with smoking. Under the MSA, tobacco manufacturers make annual payments to the states—currently totaling
billions of dollars per year—in perpetuity.

To calculate and verify these payments, manufacturers need accurate data on product movement through the
supply chain. This is where distributors come in. Every wholesale distributor who purchases tobacco products
directly from manufacturers is required to report weekly sales and inventory data through the MULTICAT
electronic reporting system, administered by Management Science Associates Inc. (MSAI).

The MULTICAT File Format

MULTICAT is a standardized ASCII file format used to report sales and inventory data. The format includes
multiple record types—BID records for brand identification, PUR records for purchases and returns, and inventory
floor count data. Each record type has specific field requirements, measure codes, and formatting rules that must
be followed precisely.

Reports are due by Tuesday of the following week. Each report is validated electronically, and an email is sent to
the reporter with any errors or warnings. Complete, error-free reports must be submitted on time, every week,
without exception.

The Stakes: Loss of Purchasing Status

MSA data is monitored very closely and analyzed against the supply chain. If a distributor is found reporting
inaccurate data, a warning is issued. Repeat offenses could cost the distributor its direct purchasing status with
manufacturers. This is not a fine you can pay and move on. It is the functional equivalent of having your business
shut down—because a tobacco distributor that cannot buy directly from manufacturers cannot operate
competitively.

WHAT DISTRIBUTORS TELL US

In our discovery calls with prospective customers, MSA reporting is consistently the number one compliance
concern. One distributor told us: "They have been trying to set it up for 4 months and now they are losing retail
customers." Another said: "Part of the reason we are talking is MSA reporting." A third, evaluating their first ERP
system, identified MSA as the primary driver for the entire purchase decision. When MSA reporting fails, everything
else becomes secondary.

The Reporting Requirements in Detail

A compliant MULTICAT report must include: sales data by item, by customer, by class of trade (retailer, sub-
jobber, non-direct distributor), with correct MSA units (sticks per pack, ounces, pouches), measure codes for
different transaction types (regular sales, promotional sales, floor returns, retailer returns of saleable product,
retailer returns of unsaleable product), accurate UPC codes matched to manufacturer brand databases, and

inventory floor counts.

The data must be formatted in the exact structure required by each manufacturer's trade program. Most
manufacturers use MSAI as their reporting intermediary, but some—Ilike Swedish Match—collect data using their
own systems. Trade programs include Altria, RJ Reynolds, Commonwealth, Liggett, Swisher, Japan Tobacco,
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Altadis, Nat Sherman, Dosal, Blu E-cig, and Juul, among others. Candy manufacturers including Mars and
Hershey also participate in the MULTICAT reporting system.

For distributors who report accurately, their retail customers can enroll in manufacturer trade programs and
receive rebates upon reaching sales quotas. Retailers who buy from non-reporting distributors cannot enroll in
these programs—which means they lose potential savings. This creates a direct competitive disadvantage: your
retail customers will prefer to buy from a distributor whose reporting enables their rebate eligibility.

The Business Case: MSA Reporting Is Not Just Compliance—It Is Revenue

Many distributors think of MSA reporting as a regulatory burden. It is actually a revenue engine. Tobacco
manufacturers offer distributors rebates for reaching sales quotas defined in their purchasing contracts. These
rebates directly improve margins in a business where the average net operating profit is just 4%. Accurate, timely
reporting is the prerequisite for receiving them.

The benefits flow downstream as well. When a distributor reports data to manufacturers, their retail customers
can enroll in trade programs to receive their own rebates upon reaching sales quotas. A retailer who buys from a
non-reporting distributor is locked out of these programs entirely. In a competitive market where independent
retailers are choosing between multiple distributors, the one whose reporting enables rebate eligibility has a
structural advantage that has nothing to do with price or service—it is purely a function of compliance
infrastructure.

THE REVENUE IMPACT OF NON-REPORTING

A distributor who fails to report MSA data loses in three ways simultaneously: (1) they forfeit their own manufacturer
rebates and volume incentives, (2) their retail customers cannot enroll in trade programs—making them less
competitive against distributors whose customers can, and (3) they risk escalating warnings that can ultimately
terminate their direct purchasing status. Non-compliance is not just a penalty risk. It is a margin killer, a customer
retention problem, and an existential threat—all at once.

52 Tue 2 min 3+ hrs

WEEKLY REPORTS PER WEEKLY FILING AUTOMATED REPORTING MANUAL REPORTING
YEAR DEADLINE TIME TIME
Per manufacturer program MSAi standard QwikPoint customer average Industry benchmark
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3. State Excise Tax: 50 States, 50 Sets of Rules

The federal excise tax on cigarettes is $1.01 per pack. That rate is consistent, predictable, and simple. State
excise taxes are none of those things.

State cigarette excise tax rates range from $0.17 per pack (Missouri) to $7.42 per pack (Connecticut combined
state and local), with the national average at approximately $1.93 per pack. But the rate is only the beginning of
the complexity. Each state has its own rules about what products are taxed, how the tax is calculated (per unit,
per weight, ad valorem, or a combination), when returns are due, what format they must be filed in, whether
electronic filing is required, and what records must be maintained and for how long.

The Other Tobacco Products (OTP) Challenge

Cigarette excise tax is relatively straightforward compared to Other Tobacco Products (OTP) taxation. OTP
includes cigars, pipe tobacco, smokeless tobacco, chewing tobacco, snuff, and—in many states—electronic
nicotine delivery systems. OTP tax structures vary wildly by state: some states tax by weight, some by price,
some use a percentage of wholesale price, and some use hybrid formulas that combine multiple methods.

For a distributor carrying cigarettes, cigars, smokeless tobacco, and vape products across multiple states, the
matrix of tax calculations required on every invoice becomes extraordinary. A single order from a retailer in one
state might require four different tax calculations for four different product types, each using a different rate
structure.

Format Changes Without Warning

States change their filing formats, portals, and requirements regularly—often with minimal advance notice. lllinois
changed from an HttsPost portal to a CSV upload format in January 2026. Georgia moved from paper AG-01
forms to an online Attorney General portal. Pennsylvania enacted Act 57 in December 2025, creating an entirely
new ENDS product directory. Each change requires distributors to modify their reporting processes, and each
modification creates a window of compliance risk.

REAL-WORLD IMPACT

When we evaluated building lllinois cigarette and OTP tax reporting for a QwikPoint customer in early 2026, our
development team estimated 80—100 hours of custom work—more than $10,000 in development cost—just to
match lllinois's new CSV format. That customer was already paying $18,000 per year to a third-party tax
compliance service. The cost of staying compliant in a single state can exceed the cost of an ERP subscription.

Record-Keeping Requirements

Most states require tobacco distributors to maintain detailed records for at least three years after filing tax returns.
For MSA-related records, the retention period extends to five years. This means a distributor must be able to
produce, on demand, detailed transaction records going back half a decade—including invoices, receipts,
inventory counts, tax calculations, and all supporting documentation. Distributors who maintain these records in
spreadsheets or paper files face a significantly higher risk during audits than those with integrated digital systems.

4. The PACT Act: Federal Oversight of Interstate Commerce

The Prevent All Cigarette Trafficking Act, originally enacted in 2010 and significantly expanded in 2021, imposes
federal registration, reporting, and compliance obligations on any person who sells, transfers, or ships for profit
cigarettes, roll-your-own tobacco, smokeless tobacco, or electronic nicotine delivery systems in interstate
commerce.

Who Is Covered

If you ship tobacco products into any state, locality, or Native American territory that taxes the sale or use of those
products, you are subject to the PACT Act. This includes traditional wholesale distribution, direct-to-consumer
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delivery sales, and interstate transfers between affiliated entities. The 2021 amendment expanded coverage to
include ENDS products—e-cigarettes, vapes, e-hookah, e-cigars, vape pens, and any component, liquid, part, or
accessory of an ENDS device.

What the PACT Act Requires

Registration with ATF and the tobacco tax administrator of every state into which shipments are made. Monthly
reports filed no later than the 10th of each calendar month detailing the prior month's shipments—including
quantities, brands, and recipients. Reports must be filed even for months when no shipments were made.
Compliance with all state and local laws regarding licensing, regulation, excise taxes, and cigarette stamping.
Detailed record-keeping for at least four full calendar years after the date of each sale. Proper labeling of all
shipping packages with clear statements that federal law requires payment of applicable excise taxes.

The Non-Compliance List

ATF maintains a PACT Act Non-Compliance List of distributors determined to have violated the Act. This list is
distributed to state attorneys general, tax administrators, and—critically—common carriers and commercial
couriers. Anyone who receives the non-compliance list is prohibited from shipping cigarettes, ENDS, or
smokeless tobacco to any person or entity on the list. Being placed on this list is functionally equivalent to having
your supply chain shut down.

PACT ACT PENALTIES

Criminal penalties: Fines and/or imprisonment of up to three years for violations.

Civil penalties: $5,000 for first offense, $10,000 for each subsequent violation.

Non-Compliance List placement: Common carriers prohibited from shipping to you.

Additionally, any tobacco products shipped in violation of the PACT Act are subject to seizure and forfeiture.
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5. FDA Tobacco Regulations: The Enforcement Wave

The FDA's Center for Tobacco Products (CTP) has dramatically escalated enforcement actions in recent years,
and the trend shows no signs of slowing. Understanding where the FDA is focusing—and where distributors are
most exposed—is essential for anyone in the tobacco supply chain.

2024: A Record Year for Enforcement

In 2024, the FDA issued warning letters to more than 50 manufacturers and distributors and more than 430
retailers for selling unauthorized tobacco products. The agency filed 44 civil money penalty complaints against
manufacturers and more than 100 against retailers. Cumulative totals now exceed 710 warning letters to
manufacturers and distributors and 800 to retailers. The maximum civil money penalty is $21,348 per violation for
retailers, with penalties for manufacturers potentially reaching $1 million per proceeding.

The FDA has described its current posture as "aggressive enforcement of the law" and has committed to
"pursuing enforcement actions against manufacturers, distributors, importers, and retailers for violating the law."
This is not aspirational language—it is reflected in the escalating volume of enforcement actions year over year.

Where Distributors Are Exposed

Distributors face FDA risk primarily in three areas: distributing products that lack required premarket authorization
(especially ENDS products), failing to comply with product labeling requirements, and distributing products that
appear on state product directories as non-compliant. In 2024, the FDA seized unauthorized products valued at
over $700,000 from a single California warehouse—demonstrating that enforcement extends beyond warning
letters to physical seizure of inventory.

State Product Directories

Most states maintain directories of tobacco products that may be legally sold within their borders. These
directories distinguish between Participating Manufacturers (PMs) who signed the MSA and Non-Participating
Manufacturers (NPMs) who did not. Selling a product not listed on a state's directory can result in product seizure,
fines, and license suspension.

Directories are updated frequently as manufacturers certify compliance, products are added or removed, and
regulatory requirements change. For a distributor carrying hundreds or thousands of tobacco SKUs across
multiple states, ensuring every product is listed on every applicable directory requires systematic, ongoing
verification that manual processes cannot reliably provide.

710+ $21,348 $700K+

WARNING LETTERS MAX PENALTY PER VIOLATION PRODUCTS SEIZED

DA D LI GIELS (& Csio el FDA civil money penalty FDA enforcement action, CA, 2024
cumulative 2024
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6. The Penalty Matrix: What Each Violation Actually Costs

Compliance failures are not all equal. Some result in warnings. Others result in fines. And some can end your
business entirely. Understanding the graduated penalty structure across all regulatory frameworks helps you
prioritize where to invest in automation first.

Violation Type First Offense \ Subsequent/Maximum Business Impact

MSA reporting inaccuracy  Warning issued Loss of purchasing status EXISTENTIAL — cannot buy product

MSA reporting non-filing Retailer rebate Loss of purchasing status ~ EXISTENTIAL — retailers leave for
ineligibility compliant distributor

State excise tax Back taxes + interest  License suspension or SEVERE — cannot operate in that

underpayment + penalties revocation state

PACT Act violation $5,000 civil penalty $10,000/violation + 3 SEVERE — criminal exposure + Non-

years imprisonment Compliance List

FDA unauthorized product  Warning letter (15 $21,348/violation or SEVERE — product seizure + financial
days to respond) $1M/proceeding penalties

State directory non- Product removal Inventory seizure + HIGH — loss of product lines

compliance from sale license action

Record-keeping failure Audit findings + Presumption of non- HIGH — assumed guilty until proven
penalties compliance otherwise

THE CASCADE EFFECT

Compliance failures rarely stay contained. An MSA reporting error that goes uncorrected for several weeks triggers
a manufacturer warning. The warning triggers an audit of your data. The audit reveals additional discrepancies. The
discrepancies raise questions about your tax filings. The tax authority opens an investigation. Suddenly, a single
data formatting error has cascaded into a multi-agency compliance crisis that threatens your licenses, your
purchasing relationships, and your ability to operate. This is why prevention through automation is not just more
efficient than correction—it is existentially important.
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7. Why Manual Compliance Fails: The Math of Human Error at Scale

The compliance requirements described in this guide are not inherently impossible to manage. They are
impossible to manage manually at scale without errors. Here is the math that explains why.

The Error Rate Problem

Industry research consistently shows that manual data entry produces error rates of 1-4%. For a simple task like
typing a number from one screen into another, the human error rate is approximately 1 error per 300 characters
typed. This rate is not a reflection of incompetence—it is a fundamental characteristic of human information
processing.

Now apply that error rate to MSA reporting. A typical small distributor might report 200500 line items per week
across all manufacturer trade programs. At a 1% error rate, that is 2—5 errors per weekly report. Over 52 weeks,
that is 104—260 errors per year. Each error is a data point that MSAi's validation system may flag, and each flag is
a potential step toward the warning-and-correction cycle that can culminate in loss of purchasing status.

The Volume Multiplication Problem

Compliance volume scales with business growth, but the manual labor required to maintain it scales even faster.
A distributor with 100 retail customers and 2,000 SKUs faces a certain compliance workload. When that
distributor grows to 250 customers and 5,000 SKUs, the compliance workload does not increase by 2.5x—it
increases by 5x or more, because the number of unique customer-item-state-tax combinations grows
geometrically.

This creates the compliance version of what Part 1 of our Growth Playbook series calls the Stagnation Trap: the
distributor cannot grow without adding compliance headcount at an unsustainable rate, but cannot afford the
headcount without growing. Technology breaks this relationship by making compliance workload independent of
transaction volume.

The Format Change Problem

Every time a state changes its filing format, a manufacturer updates its reporting requirements, or the FDA issues
new product compliance rules, the manual process must be rebuilt. For a distributor operating in five states with
ten manufacturer trade programs, there are fifteen potential format changes per year that each require manual
process modification. Each modification introduces a window of elevated error risk.

With integrated compliance automation, format changes are handled through software updates delivered by the
technology provider—not through process redesign by the distributor's staff.

THE COMPARISON

Manual MSA reporting: 3+ hours per week, 1-4% error rate, format changes require manual process redesign, no
audit trail, single point of failure if the responsible person is unavailable.

Automated MSA reporting: Minutes per week, error rate determined by data integrity (not typing accuracy), format
changes delivered through software updates, complete audit trail, no single point of failure.

The choice is not between two equally viable approaches. It is between a process that works until it fails
catastrophically and a process that works reliably at any scale.
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8. How Technology Transforms Compliance

Compliance automation is not about replacing human judgment. It is about eliminating the categories of error that
humans inevitably produce when performing repetitive, high-volume, format-sensitive data processing—which is
precisely what tobacco compliance requires.

MSA/MULTICAT Automation

When MSA reporting is integrated into your ERP system, every sale, return, credit, and inventory adjustment
automatically feeds the MULTICAT report. There is no manual data export. There is no reconciliation between two
systems. There is no re-keying of data from one format into another. The report is generated directly from the
same transaction data that produced your invoices, which means the numbers match by definition.

What takes 3+ hours per week by hand drops to minutes. One of our tools, MultiCAT Lite, was built specifically for
this purpose—it automates the MSA reporting that keeps small distributors compliant without requiring a
dedicated compliance person on staff. MultiCAT Lite captures and formats sales data, converts transactions into
the required MULTICAT file formats for each manufacturer trade program, and produces submission-ready files
that can be uploaded directly to MSAI or to individual manufacturer systems. It eliminates manual data entry and
reduces the likelihood of errors—which can make the difference between keeping your purchasing status and
losing it.

For distributors on the full QwikPoint ERP platform, the integration goes deeper. MultiCAT reporting pulls directly
from QwikPoint's live transaction data—every sale, return, credit, and inventory adjustment is automatically
captured and formatted for reporting. Order and invoice data syncs in real time, ensuring that customer
purchases, promotions, and pricing plans are correctly reflected in manufacturer reports. There is no export step,
no reconciliation step, and no reformatting step.

MultiCAT also supports the full range of manufacturer trade programs—Altria, RJ Reynolds, Commonwealth,
Swisher, Japan Tobacco, Altadis, Nat Sherman, Dosal, and others, as well as candy manufacturers like Mars and
Hershey who participate in the MULTICAT reporting system.

State Tax Automation

When state excise tax calculations are built into every transaction, the correct tax is applied automatically based
on product type, state, and jurisdiction. There is no manual lookup. There is no spreadsheet of rates that
someone forgets to update when a state changes its rates. There is no risk of applying the wrong rate to the
wrong product type in the wrong state.

When regulatory changes occur, the system updates through regular product releases. Distributors are not
responsible for monitoring 50 state legislatures and manually implementing rate changes—that responsibility
shifts to the technology provider whose entire business depends on keeping these calculations accurate.

Integrated Record-Keeping

When compliance data lives in the same system as your operational data, record-keeping is automatic. Every
transaction, every tax calculation, every MSA report, every inventory adjustment is logged, timestamped, and
retained in a searchable digital archive. When an auditor requests five years of MSA records for a specific
manufacturer, the response is a database query that takes seconds—not a week of digging through filing
cabinets.

WHY THE ARCHITECTURE MATTERS: ONE SETUP, AUTOMATIC COMPLIANCE

The reason integrated compliance automation works is architectural, not just functional. When your ERP system is
purpose-built for tobacco distribution, the master files—customer, item, and vendor—are set up once with the
correct compliance data (MSA units, tax classifications, class of trade, manufacturer codes). From that point
forward, every daily transaction—every invoice, every return, every credit—is created in real time with all
compliance data embedded. No additional work is needed. The MSA report, the state tax filing, and the audit trail
are all byproducts of your normal business operations, not separate processes that require separate labor.
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Platform Security and Format Changes

Compliance technology must also keep pace with infrastructure changes at the reporting agencies themselves. In
September 2025, MSA issued a critical security update requiring all submitters using the MFTHUB platform to
update their SSH ciphers, hash functions, and key exchange algorithms by October 3, 2025. For distributors using
a managed compliance solution, these infrastructure changes are handled by the technology provider. The
update is made once, tested, and deployed—the distributor's reporting continues without interruption.

The MSA Referral: What It Means When the Agency Recommends the Vendor

TurningPoint Systems maintains an organic lead referral relationship with MSA (Management Science
Associates)—the company that operates the MULTICAT reporting infrastructure. When distributors contact MSA's
Distributor Support Center needing help with reporting setup or compliance, MSA refers them to TPS as a
recommended vendor. This is not a paid placement or an advertising arrangement. It is a recognition, built over
years of consistent delivery, that TPS's tools produce the accurate, properly formatted data that MSA's system
requires.

CUSTOMER RESULT: COMPLIANCE AUTOMATION IN PRACTICE

Distributors on the QwikPoint platform consistently report MSA filing times of under 2 minutes per week, down from
3+ hours with manual processes. Eclipse Wholesale, a multi-state distributor operating from two Pennsylvania
warehouses, uses QwikPoint's integrated state tax and MSA reporting to capture compliance data automatically
during daily transactions. As they expand into new markets, there is no month-end scrambling, no third-party
reporting fees, and no separate compliance software to maintain.
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9. The Compliance Automation Checklist

Whether you are evaluating your first ERP system or assessing whether your current system adequately covers
compliance, use this checklist to identify gaps. Each item represents a capability that nearly 100 convenience
store distributors have told us they need for reliable compliance.

MSA/MULTICAT Reporting

1 Integrated MSA report generation from live transaction data

Reports should generate directly from your sales, returns, and inventory data—not from a manual export to a
separate tool.

2 MSA unit tracking embedded in item master

Sticks per pack, pouches, ounces, and MSA codes should be stored as item attributes, not in a separate
spreadsheet.

3 Multi-manufacturer trade program support

Altria, RIR, Commonwealth, Swisher, and all other manufacturer programs should be supported with correct
formatting.

4 Automatic UPC-to-MSA unit matching

The system should be able to cross-reference UPC codes against manufacturer databases to auto-populate MSA
unit data on new items.

State Tax Compliance

5 Automated state excise tax calculation on every invoice
Tax should calculate automatically based on product type, state, and jurisdiction. No manual entry.

6 Stamped vs. unstamped cigarette inventory tracking

The system should track stamped and unstamped inventory as separate categories by jurisdiction through the
receive-stamp-sell workflow.

7 State tax report generation in required formats

Each state has its own format (CSV, electronic portal, etc.). The system should generate files in the required
format without manual reformatting.

PACT Act Compliance

8 Interstate shipment tracking by state

Every shipment across state lines must be tracked and reportable by destination state, product type, quantity, and
recipient.

9 Monthly PACT Act report generation

The system should generate monthly reports in the format required by ATF and each destination state's tax
administrator.

Record-Keeping & Audit Readiness

10 Five-year digital record retention

All compliance-related records—transactions, tax calculations, MSA reports, PACT filings—should be retained in
searchable digital format for at least five years.

11 Audit-ready reporting with complete chain of custody

When an auditor requests records, you should be able to produce them in minutes, not days. Every transaction
should have a complete audit trail.

12 Automatic regulatory updates through software releases

When tax rates change, reporting formats update, or new regulations take effect, the system should update
through regular releases—not require manual process changes by your team.
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10. Your 30-Day Compliance Roadmap

Compliance transformation does not require a multi-month project. For a distributor who is currently managing
compliance manually or through disconnected tools, the path to automated compliance can be executed in 30
days with the right technology partner.

DAYS 1-5: ASSESSMENT AND DATA PREPARATION

Audit your current compliance processes. Document which manufacturer trade programs you participate in, which
states you file in, what formats are required, and where your current process relies on manual data entry. Export
your item master data including UPC codes, product descriptions, and current MSA unit assignments (if any).
Identify the gaps—items without MSA units, products without correct tax classifications, states without current
format compliance.

DAYS 6-10: DATA IMPORT AND MSA CONFIGURATION

Your technology partner imports your item and customer data with integrity validation—checking UPC codes
against manufacturer databases, auto-populating MSA units where possible, flagging items that need manual
review. Tax tables are configured for each state you operate in. Manufacturer trade program reporting formats are
set up and validated against MSAI requirements.

DAYS 11-20: PARALLEL OPERATION AND VALIDATION

Run the automated system in parallel with your manual process for two weeks. Generate MSA reports from both
the new system and your existing process. Compare the outputs. Identify and correct any discrepancies. This
parallel period is your validation—it proves the automated system produces the same (or better) results as
manual processes before you make the switch.

DAYS 21-30: GO-LIVE AND TRANSITION

Transition to automated reporting. Submit your first MSA report from the new system. File your state tax returns
using system-generated data. Decommission manual processes. Establish the ongoing rhythm: transaction data
flows in, compliance reports flow out, and your team spends minutes per week on what used to consume hours.

THE RESULT

At the end of 30 days, you have: automated MSA reporting that takes minutes instead of hours, state tax
calculations built into every invoice, a complete digital audit trail for every transaction, and a compliance process
that scales with your business without adding headcount. The compliance minefield does not disappear—the
regulations are still there. But you are navigating it with a map, a metal detector, and a clear path instead of walking
through it blindfolded.

READY TO AUTOMATE YOUR COMPLIANCE?

Schedule a free compliance assessment with TurningPoint Systems. We will review your current MSA reporting
process, identify gaps in your state tax compliance, and build a 30-day roadmap tailored to your specific

operation. If you already have an ERP system but need MSA reporting, our MultiCAT Lite standalone product
can be implemented independently.

turningpointsystems.com/compliance | 978-381-0131 | info@turningpointsystems.com

© 2026 TurningPoint Systems. All rights reserved. turningpointsystems.com



TurningPoint Systems Industry Guide | The Compliance Minefield

Sources

Industry statistics, regulatory data, and enforcement information referenced in this guide:

+ FDA Center for Tobacco Products (2024): Year in Review, Enforcement Actions, Warning Letter
Database

* FDA (2024): Advisory and Enforcement Actions Against Industry for Unauthorized Tobacco Products

»  Bureau of Alcohol, Tobacco, Firearms and Explosives (ATF): PACT Act Information Guide, Tobacco
Enforcement Fact Sheet (2024)

* Management Science Associates Inc. (MSAi): MULTICAT Reporting Standards and Requirements

+ Congress.gov: S.1147 — Prevent All Cigarette Trafficking Act (PACT Act), 111th Congress

*  Colorado Department of Revenue: MSA Reporting Requirements, Tobacco Products Distributor Guide
» Georgia Office of Attorney General: Tobacco Manufacturer and Brand Compliance Portal (2025-2026)
* Pennsylvania Act 57 (2025): ENDS Product Directory Establishment

+ California Department of Tax and Fee Administration (CDTFA): PACT Act Registration and Reporting
Requirements

*  Oregon Department of Justice: Tobacco Enforcement and PACT Act Reporting

* Vermont Department of Taxes: PACT Act Registration and Monthly Reporting

» Hawaii Department of Attorney General: PACT Act Reporting Requirements

*  Texas Comptroller: Tobacco Reporting Requirements for Distributors and Wholesalers
*  Public Health Law Center: PACT Act Fact Sheet (2024)

* Tobacco Law Blog: FDA Unauthorized ENDS Enforcement 2024 Mid-Year Roundup; PACT Act Basics
(2024)

+  NAW/SPARXIiQ: Distribution Performance Benchmarks
*  Bureau of Labor Statistics (2024): Wholesale Trade Survival Rates

*  QwikPoint Customer Implementations: Eclipse Wholesale, BrightSide Distributing, Sunrise Cash & Carry
(customer-verified metrics)

*  TurningPoint Systems Discovery Calls and Implementation Data (2024—-2026): UTK Wholesale, Zion
Distribution, Al-Akaber, Lawrenceville Central, S&L Distribution (anonymized compliance intelligence)
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TurningPoint Systems Resource Library

This guide is part of TurningPoint Systems' growing library of resources for convenience wholesale distributors.
Each guide stands alone, but together they provide the most comprehensive resource library in the industry.

Industry Guides

THE COMPLIANCE MINEFIELD (This Guide) (This Paper)

Navigating regulatory hurdles in wholesale distribution. A comprehensive guide to MSA reporting, state tax compliance,
and manufacturer requirements—and how the right systems turn compliance from a burden into a competitive
advantage.

THE FAMILY BUSINESS TECHNOLOGY BLUEPRINT

How to modernize your family distribution business without losing what made it great. Covers the three-generation
curse, how family distributors make technology decisions, what multi-generational champions do differently, and a 90-
day family business readiness roadmap.

FROM ZERO TO SCALE

The complete guide for new and early-stage convenience wholesale distributors building their operations from the
ground up. Covers the decisions, systems, and milestones that separate distributors who scale from those who stall.
THE TRUE COST OF MANUAL OPERATIONS

CFO-grade financial analysis of what manual processes actually cost your business. Covers the five hidden cost
categories, a daily bleed calculator you can apply to your own operation, three distributor composite case studies, the
cultural dimension of why this decision feels harder than the math suggests, and a 30-day self-audit framework.

The Growth Playbook Series

A four-part operational transformation series backed by industry research, real customer data, and nearly five decades
of distribution expertise.

PART 1: THE GROWTH DECISION

The foundational case for why small distributors must choose between strategic technology investment and slow
decline. Covers survival data, operational failures, the succession crisis, and the five decisions that separate growing
distributors from stagnating ones. Includes a 90-day growth roadmap.

PART 2: THE ROAD TO RF EFFICIENCY

The back-of-house transformation guide. How paper picking bleeds margins, how RF scanning delivers 2—3x
productivity gains with 12—15% payroll reduction, and exactly how three real distributors made the switch. Includes an
ROI framework and 90-day implementation roadmap.

PART 3: TURN YOUR APP INTO A SALES WEAPON

The front-of-house growth engine. How your mobile app is not just an ordering tool but a competitive weapon. The
hidden revenue unlock from product discovery, the digital moat that prevents customer defection, and how to achieve
90%+ customer adoption.

PART 4: CHOOSING THE RIGHT ERP

The buyer's guide for distributors evaluating ERP platforms. What to look for, what to avoid, and how to make a
technology decision that fits your operation, your budget, and your growth trajectory.
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Together, these seven resources cover the complete territory: compliance & regulatory (this guide), operational
transformation (Growth Playbook Parts 1—4), family business readiness (Family Business Technology Blueprint),
and financial analysis (True Cost of Manual Operations). The fastest-growing distributors in our network use them
all.

About TurningPoint Systems

TurningPoint Systems has been serving convenience wholesale distributors since 1978. Our QwikPoint ERP
platform is purpose-built for the unique compliance, operational, and growth requirements of distributors who
serve convenience stores. Our MultiCAT Lite standalone product provides automated MSA reporting for
distributors using any ERP system.

Nearly 100 convenience store distributors across the United States trust our platforms to power their operations
and maintain their compliance. From single-state startups to multi-state enterprises, our systems scale with the
businesses they serve—and our compliance tools update automatically as regulations change.

Website: turningpointsystems.com

MSA Reporting: turningpointsystems.com/msa-multicat-reporting
Compliance Assessment: turningpointsystems.com/compliance
Demo: turningpointsystems.com/demo
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