State of Wisconsin

LEGISLATIVE REFERENCE BUREAU

100 NORTH HAMILTON STREET

P. 0. BOX 2037
LEONLSETON o 2 MADISON, W 537012037 STEpLE L
FAX: (608) 266-5648
March 1, 2000
MEMORANDUM
To: Senator Clausing
From: Joseph T. Kreye, Legislative Attorney, (608) 266-2263

Subject: Technical Memo to (un—introduced)(LRB 99-3526/4 ... old version)

We received the attached technical memorandum relating to your bill. This copy is for your
information and your file. If you wish to discuss this memorandum or the necessity of revising your
bill or preparing an amendment, please contact me.

Please note: This draft is now a “/6”.



MEMORANDUM

February 28, 2000

TO: Joseph T. Kreye
Legislative Reference Bureau

FROM: Yeang-Eng Braun ued
Department of Revenue

SUBJECT: Technical Memorandum on LRB 3526/4, the Taxpayer Bill of Rights

The Department of Revenue (DOR) has several suggestions on this bill, indicated by bill section
number below:

Section 6: The bill requires that DOR verify the results of audit investigations under

sec. 71.42 (2)(b) through an income reconstruction method different from the method used
under that section. First, most audits are not income reconstruction audits. Second, when an
income reconstruction audit is performed, it generally is because the entity has not kept
sufficient records on its economic activity, so the auditor must reconstruct it. Because of the
lack of adequate record keeping, it is difficult to find sufficient records for one income
reconstruction method. Using yet a second method would be much more difficult and time
consuming, for DOR auditors, the taxpayer and others having access to records of the taxpayer
(e.g., financial institutions). 1t would require the hiring of additional field auditors, as outlined
below.

If the sponsor wishes to retain this requirement, it may be useful to define "income
reconstruction method"” so that it is clear when an assessment is due to a reconstruction of
income and when a second reconstruction method is needed. -

Section 9: This section requires DOR to provide several services. The services listed are
broadly defined, and we believe that the Department is already providing them. In some cases,
the requirements are more specifically enumerated in existing statutes. For example, proposed
sec. 73.03 (56)(e) would require DOR to provide reasonable tax collections arrangements, a
responsibility currently laid out in greater detail in sec. 71.91 of the statutes.

If the sponsor wishes DOR to provide additional services, then specific responsibilities should
be defined and the resources for providing them should be authorized. For example, proposed
sec. 73.03 (56)(c) would require DOR to assist taxpayers in filing tax forms. We currently
provide substantial taxpayer assistance, but we do not actually complete tax returns for
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taxpayers. If that is what the sponsor intends, it would be a substantial increase over our
current responsibilities that would require additional resources.

Section 10: These provisions allowing compromise of nondelinquent taxes generally parallel
the current provisions allowing compromise of delinquent income and franchise taxes.
However, the new provisions in this section do not allow payments over a one-year period,
which the changes in Section 7 of the bill allow for delinquent taxes.

Section 11: The provision that taxes due monthly and remitted electronically are to be paid by
the last day of the month conflicts with earlier due dates for some monthly filers elsewhere in the
statutes. We recommend that the existing due dates continue to apply.

Section 12: DOR currently allows taxpayers to tape record meetings if DOR is made aware of .
the intention to record the meeting ahead of time. In these instances, the DOR generally tapes
the meeting as well so that it has an independent record of the meeting. If this provision is to
remain in the bill, it should also permit DOR to record any meeting recorded by a taxpayer, and
should require advance notice to DOR so that recording equipment can be brought to the
meeting. This would necessitate the purchase of tape recorders for field revenue agents and

auditors.

Also, the sponsor may wish to limit the recording to an audiotape. Videotaping a meeting does
not appear necessary.

Administrative Costs

The proposed legislation makes no provision for the funding of the costs involved in
administering the activities required. If the author wishes to provide funding, appropriation
language needs to be developed and costs allocated in the following manner:

Chapter 20 Amount FTE
FYO1 :
one-time costs  s. 20.566 (1)(a) $36,300
ongoing costs s. 20.566 (1)(a) $87,800 1.5

If you have questions regarding this technical memorandum, please contact Dennis Collier at
266-5773. If you have any questions regarding the administrative costs, please contact
Jackie Wipperfurth at 266-9513.
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FISCAL ESTIMATE FORM

1999 Session

LRB# 99-3526/4

ORIGINAL [0 UPDATED

INTRODUCTION #

[0 CORRECTED [J SUPPLEMENTAL

Admin. Rule #

Subject
Taxpayer Bill of Rights

Fiscal Effect
State: [] No State Fiscal Effect
Check columns below only if bill makes a direct appropriation or affects a
sum sufficient appropriation
O Increase Existing Appropriation O
[0 Decrease Existing Appropriation [0 Decrease Existing Revenues
[ Create New Appropriation

Increase Existing Revenues

Xl Increase Costs - May be Possible to Absorb
Within Agency's Budget [] Yes No

[ Decrease Costs

Local: [] No Local Government Costs
1. [0 Increase Costs 3. [ Increase Revenues 5. Types of Local Governmental Units Affected:
[ Permissive [] Mandatory [0 Permissive [] Mandatory O Towns [J Vilages [ Cities
2. [0 Decrease Costs 4. [J Decrease Revenues [ Counties ] Others
[ Permissive [[1 Mandatory [J Permissive ] Mandatory [0 School Districts [] WTCS Districts
Fund Sources Affected Affected Ch. 20 Appropriations

@ GPR [1 FED [0 PRO [J PRS [] SEG [] SEG-S

20.566 (1)(a)

Assumptions Used in Arriving at Fiscal Estimate:

The bill makes the following changes to state tax law that, unless otherwise indicated, will have no effect on

state tax collections or administration:

+ Wisconsin provisions for providing relief to innocent spouses from payments of taxes on a joint return

are conformed to the federal innocent spouse provisions.

+ The Department of Revenue (DOR) is required to verify the results of a field audit in which an
assessment has been made using an income reconstruction method different from the method used in
making the assessment. To satisfy this requirement, the Department would need to hire 1.5 field
auditors at an annual cost of $87,800, plus development costs of $18,800.

+ Payment of a compromise with a delinquent taxpayer unable to make full payment of delinquent income
and franchise taxes may be made through a schedule in which payment is made within a one-year
period. Currently the compromise must be paid within ten days. The bill may alter the timing of
payments and, by providing a longer time period for payments, may permit the payment of larger
amounts under compromises. However, the effect on state tax collections is not expected to be

significant.

+ DOR is allowed to compromise the payment of nondelinquent taxes when the taxpayer is unable to pay
the full amount. Currently, compromise is permitted only for delinquent taxes. The bill may permit some
payments that would not otherwise be made, but is not expected to have a significant effect on state tax

collections.

(continued on page two)

Long-Range Fiscal Implications:

Agency/Prepared by: (Name & Phone No.)

Wisconsin Department of Revenue

Dennis Collier, (608) 266-5773

Authorized Signature/Telephone No. Date
Yeang-Eng Braun
(608) 266-2700




FISCAL ESTIMATE FORM
LRB 3526/4
Page 2

*

DOR is required to ensure its employees treat the public courteously, distribute information about state
tax law, provide assistance in the filing of tax forms, ensure fair treatment to taxpayer is during audits
and provide reasonable tax collection arrangements for taxpayers with outstanding liability.

DOR is permitted to allow for electronic filing of tax returns and electronic payment of taxes.

Taxpayers being interviewed in person by a DOR employee about a tax assessment or collection are
allowed to tape record the interview, if the DOR employee is informed that the interview is being
recorded. Assuming that all field revenue agents and auditors would need to be equipped with tape
recorders in order to record meetings that taxpayers are recording, the department would incur one-time
costs of $17,500.

2[a8fe0



FISCAL ESTIMATE WORKSHEET
X ORIGINAL [l UPDATED

[ CORRECTED [ SUPPLEMENTAL

Detailed Estimate of Annual Fiscal Effect 1999 Session

LRB# 99-3526/4
INTRODUCTION #

Admin. Rule #

Subject
Taxpayer Bill of Rights

1. One-Time Costs or Revenue Impacts for State and/or Local Government (do not include in annualized fiscal effect):

$36,300 in FY01

. Annualized Costs:

Annualized Fiscal Impact on State funds from:

A. State Costs by Category

Increased Costs Decreased Costs

State Operations - Salaries and Fringe $ 87,800 $-

(FTE Position Changes)
(1.5 FTE) (- FTE)

State Operations-Other Costs -

Local Assistance -

Aids to Individuals or Organizations -

TOTAL State Costs by Category $ 87,800 $ -

B. State Costs by Source of Funds Increased Costs Decreased Costs

GPR $ 87,800 $ -

FED -

PRO/PRS -

SEG/SEG-S -

lll. State Revenues - Comalete is ogy( when prop escal-!a‘évsig Errlicirease o decrease state

revenues (e.g.,

increase,

Increased Rev. Decreased Rev.

icense fee, etc.

GPR Taxes $ $-

. GPR Earned -
FED -
PRO/PRS -
SEG/SEG-S -

TOTAL State Revenues $ $-
NET ANNUALIZED FISCAL IMPACT
STATE LOCAL
NET CHANGE IN COSTS $ +87,800 $
NET CHANGE IN REVENUES $ $
Agency/Prepared by: (Name & Phone No.) Authorized Signature/Telephone No. Date

Wisconsin Department of Revenue

Dennis Collier, (608) 266-5773

Yeang-Eng Braun 3{.’)& /W

Yang OyRorae

(608) 266-2700
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1999 BILL

AN ACT to amend 71.10 (6) (a), 71.10 () (b), 71.10 (6m) (a), 71.74 @) (c), 71.92
(3) and 78.01 (4) (a); and to create 71.10 (8) (e), 71.10 (6m) (c), 73.08 (56), 73.03
(57),73.18,78.14 and 73.15 of the statutes; relating to: creating a taxpayer bill
of rights, filing tax returns and paying taxes electronically, payingb taxes in
instalments, reducing nondelinquent taxes, tape-recording in—person
interviews with the department of revenue, the liability of married persons

filing a joint income tax return, tax audits and making appropriations.

Analysis by the Legislative Reference Bureau

This bill creates a number of duties for the department of revenue (DOR) with
regard to taxpayers. For example, the bill requires DOR to ensure that its employes
treat members of the public courteously, to ensure that during tax audits its
employes provide a clear and concise statement of an assessment of additional taxes
and to ensure that refunds are issued promptly. ‘ R

Under the bill, DOR may allow a person who is required to file a return with
DOR orto pay an amount to DOR tofile the return electronically or to pay the amount
electronically. Under the bill, if DOR interviews a person regarding a tax matter, the
person may tape-record the interview. ‘

Under current law, any taxpayer may petition DOR to compromise delinquent
income or franchise taxes, including any applicable costs, penalties and interest. The



1999 — 2000 Legislature -2- LRB-3526/3
JK:cmhé&jlg:km
BILL

petition must contain a sworn statement of the taxpayer, and DOR may examine the
taxpayer under oath regarding the matter. If DOR determines that the taxpayer is
unable to pay in full the amount due, based on an examination of the taxpayer’s
financial statements and any other information required by DOR, DOR is required
to determine the amount that the taxpayer is able to pay. DOR is then required to
enter an order reducing the taxes, costs, penalties and interest due in accordance
with its determination. The compromise is effective only ifit is paid within ten days.

If within three years of the date of a compromiseyDOR determines that the
taxpayer has an income or property sufficient to enabfe the taxpayer to pay the
remainder of the tax, including costs, penalties and interest, DOR must reopen the
matter and order the payment in full of such taxes, costs, penalties and interest.
Before entering the order, however, DOR must provide the taxpayer with written
notice advising the taxpayer of DOR’s intention and fixing a time and place for the
taxpayer to appear if the taxpayer desires a hearing. After entering the order, DOR
is required to make a record of the principal amount of the taxes, and penalties, costs
and interest, that are ordered to be paid and such taxes are immediately due, payable
and subject to interest.

Under the bill, a compromise is effective if it is paid, in a lump sum, within ten
days of the compromise or, a compromise is effective if it is paid within one year of
the compromise if DOR agrees to a payment schedule. Also under the bill, DOR must
reopen the matter within three years of the date of the final payment under a
payment schedule and order full payment from the taxpayer if DOR determines that
the taxpayer is able to pay the remainder of the tax and other costs.

This bill also expands current law so that DOR is authorized to reduce any
taxes, costs, penalties and interest that are due from a taxpayer, regardless of
whether the taxes, costs, penalties and interest are delinquent.

Under current law, spouses that file a joint income tax return are both liable for
the payment of any tax related to that return. However, DOR may relieve a person
of any tax liability related to a joint return, in a manner specified by the Internal
Revenue Code and adopted by this state. Generally, DOR may relieve a person of any
tax liability related to a joint return if the person’s spouse did not notify the person
of any tax liability or understatement of taxes related to the joint return. This bill
corrects an outdated reference to the sections of the Internal Revenue Code that
relate to a spouse’s tax liability for a joint income tax return. The bill also requires
a spouse to apply for relief from tax liability within two years from the date on which
DOR begins collection activities on the spouse’s tax liability or within two years from
the effective date of the provision, whichever is later. _

For further information see the state fiscal estimate, which will be printed as

an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

SECTION 1. 71.10 (8) (a) of the statutes is amended to read.:
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BILL SECTION 1

71.10(6) (a) Joint returns. Personsfiling a joint return ére jointly and severally
liable for the tax, interest, penalties, fees, additions to tax and additional
assessments under this chapter applicable to the return. -A- Except as provided in
par. (e), a person shali be relieved of liability in regard to a joint return in the manner
specified in section 6013-(e) 6015 (a) to (d) and (f) .of the internal revenue-cede;
nt Internal Revenue

SECTION 2. 71.10 (6) (b) of the statutes is amended to read:
71.10 (6) (b) Separate returns. -A- Except as provided in par. (e), a spouse filing

a separate return may be relieved of liability for the tax, interest, penalties, fees,

additions to tax and additional assessments under this chapter with-regard-te
unreported marital property-ineome in the manner specified in section 66 (c) of the
internal revenue-code Internal Revenue Code. The department may not apply ch.
766 in assessing a taxpayer with respect to marital property income the taxpayer did
not report if that taxpayer failed to notify the taxpayer’s spouse about the amount
and nature of the income before the due date, including extensions, for filing the
return for the taxable yeaf in which the income was derived. The department shall
include all of that marital property income in the grossy'income of the taxpayer and
exclude all of that marital property income from the gross income of the taxpayer"s
spouse.

SECTION 3. 71.10 (6) (e) of the statutes is created to read:

71.10 (B) (e) Application for relief. A person who seeks relief from liability
under par. (a) or (b) shall apply for relief with the department, on a form prescribed

by the department, within 2 years after the date on which the department first
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BILL SECTION 3

v
begins collection activities after the effective date of this paragraph .... [revisor

inserts date].

SECTION 4. 71.10 (6m) (a) of the statutes is amended to read:

71.10 (6m) (a) -A Except as provided in par. gc‘/z, a formerly married or remarried
person filing a return for a period during which the person was married may be
relieved of liability for the tax, interest, penalties, fees, additions to tax and
additional assessments under this chapter for-unreported-marital property-income
from that period as if the person were a spbuse under section 66 (c) of the mtemal
revenue-cede Internal Revenue Code. The department may not apply ch. 766 in
assessing the former spouse of the person with respect to marital property income
that the former spouse did not report if that former spouse failed to notify the person
about the amount and nature of the income before the due date, including extensions,
for filing the return for the taxable year during which the income was derived. The
department shall include all of that marital property income in the gross income of
the former spouse and exclude all of that marital property income from the gross
income of the person.

SECTION 5. 71.10 (6m) (c) of the statutes is created to read:

71.10 (6m) (c) A person who seeks relief from liability under par. (a) shall apply
for relief with the department as provided under sub. (6) (e).

SECTION 6. 71.74 (2) (c) of the statutes is amended to read:

71.74(2) (c) Ifit api)ears upon such an investigation wblthat a person
has been over or under assessed, or that no assessment has béen made when one

should have been made, the department shall make a correct assessment in the

v
manner provided in this chapter. If, after an investigation under par. (b), the

department determines that a person has been under assessed, or that no
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BILL _ SECTION 6

assessment has been made when one should have been made, the department shall
verify the results of the investigation under par. (b) by using at least one income
reconst_ruction method that is different than any income reconstruction method used

for the investigation under par. (b).
SECTION 7. 71.92 (3) of the statutes is amended to read:

71.92 (3) Any taxpayer may petition the department of revenue to compromise
his or her delinquent income or franchise taxes including the costs, penalties and
interest. Sueh The petition shall set forth a sworn statement of the taxpayer and
shall be in sueh a form as that the department shall preseribe p‘ rescribes and the
department may examine the petitionér under oath concerning the matter. If the
department finds that the taxpayer is unable to pay the taxes, costs, penalties and
interest in full it shall determine the amount the taxpayer is able to pay and shall
enter an order reducing such taxes, costs, penalties and interest in accordance with
such the determination. Such The order shall provide that such the comprtv)mise‘
shall be, if paid in a lump sum, is effective only if paid within 10 days or the order
shall provide that the compromise is effective if paid within one year if th
department agrees to set up a payment schedule. The department or its collection
agents upon receipt of such the order shall accept payment in accordance with the
order. Upon payment of the total amount due under the order, the department shall
credit fhe unpaid portion of the principal amount of such taxes and make appropriate
record of the unpaid amount of penalties, costs, and interest accrued to the date of
such the order. If within 3 years of the date of sueh the compromise order or the date
of a final payment under a payment schedule, whichever is later, the department
shall aseertains ascertaing that the taxpayer has an income or property sufficient to

enable the taxpayer to pay the remainder of the tax including costs, penalty and
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BILL SECTION 7
interest the department shall reopen said the matter and order the payment in full
of such taxes, costs, penalties and interest. Before the entry of sueh the order a notice
shall be given to the taxpayer in writing advising of the intention of the department
of revenue to reopen sueh the matter and fixing a time and place for the appearance
of the taxpayer if the taxpayer desires a hearing. Upon entry of sueh the order the
department of revenue shall make an appropriate record of the principal amoﬁnt of
sueh the taxes, penalties, costs and interest ordered to be paid and such taxes shall
be immediately due and payable and shall thereafter be subject to the interest
provided by s. 71.82(2), and the department shall immediately proceed to collect the
same together with the unpaid portion of penalty, costs, and interest accrued to the
date of the compromise order.

SEcTION 8. 73.01 (4) (a) of the statutes is amended to read:

73.01 (4) (2) Subject to the provisions for judicial review contained in s. 73.015,
the commission shall be the final authority for the hearing and determination of all
questions of law and fact arising under su‘g “('i) ‘Ei‘d s. 72.86 (420&:933 f&?ﬁiy and ss.
70.11 (21), 70.38 (4) (a), 70.397, 70.64 and, 70.995 (S@S. 76.38(12) (a), 1993
stats., ss. 76.39 (4) (c), 76.48 (6), ‘76.91, 77.26 (3), 77.59 (6) (b), 78.01, 78.22, 78.40,
78.555, 189.02, 139.03, 139.06, 139.31, 139.315, 139.33, 139.76 and 139.78, subch.
XIV of ch. 71 and subch. VII of ch. 77. Whenever with fespect to a pending appeal
there is filed with the commission a stipulation signed by the department of revenue
and the adverse party, under s. 73.03 (25), agreeing to an affirmance, modification
or reversal of the department’s position with respect to some or all of the issues ralsed
in the appeal, the commission shall enter an order affirming or modifying in whole
or in part, or canceling the assessment appealed from, or allowing in whole or in part

or denying the petitioner’s refund claim, as the case may be, pursuant to and in



LRB-3526/3

1999 — 2000 Legislature F =T- | JK:emh&;lg:km
BILL SECTION 8

1 accordance with the stipulation filed. No responsibility shall devolve upon the
2 commission, respecting the signing of an order of dismissal as to any pending appeal
3 settled by the department without the approval of the commission.
4 SECTION 9. 73.03 (56) of the statutes is created to read:
5 78.03 (56) (a) To ensure that its employes treat members of the public
6 courteously.
7 (b) To distribute to the public information about the state’s tax laws.
8 (¢) To provide employes to assist members of the publicin filing state tax forms.
9 (d) To ensure that its employes treat members of the public fairly during tax

10 audits. During an audit, an employe shall do all of the following:

11 1. Give the taxpayer a clear and concise explanation of an assessment of any
12 additional taxes.
13 2. Give the taxpayer a clear and concise explanation of a denial or reduction

14 of any refund or credit that has been claimed by the taxpayer.

15 3. Allow the taxpayer to consult with an attorney or an accountant or to
16 postpone an interview or an audit so that the taxpayer may consult an attorney or
17 an accountant. |

18 (e) To provide for reasonable tax collection arrangements for taxpayers with an

19 outstanding tax liability.

o1
22 | following:
}1/ 23j (a) Assisting g.- 21’s complaints against the
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BILL SECTION 10
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state tax laws. .y

(d) Submitting a report to the chief clerkﬂef each house eﬁ,,the legislature for
“"”"’h:-m

distribution tothe leglslature under . 13 17 2 (2) every 2 years, beginning on 1 October

SEcTION 11, 78.13 of the statutes is created to read:

738.13 Reducing nondelinquent taxes. (1) In this section:

(a) “Department” means the department of revenue.

(b) “Tax” means an amount that is owed to this state unders. 66.75 (1m) (f) 3.
or ch. 71, 72, 76, 77, 78 or 139, and that is not delinquent.

(2) (a) A taxpayer may petition the department to reduce the taxpayer’s taxes,
including the costs,y penalties and interest related to the faxpayer’s taxes. The
petition shall set forth a sworn statement of the taxpayer and shall be in a form that
the department prescribes. The department may examine the taxpayer under oath
about the petition and may require the taxpayer to provide the department with
financial statements and any other information requested by the department that
is related to the petition.

(b) Ifthe department determines that the taxpayer is unable to pay the taxes,
costs, penalties and interest in full, the department shall determine the amount that
the taxpayer is able to pay and shall enter an order reducing the texes in accordance
with the department’s determinatioh. The order shall provide that the order is
effective only if the reduced taxes are paid within 10 days from the date on which the

order is issued. The department or its collection agents, upon receipt of the order,
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shall accept payment in accordance with the order. Upon payment of the reduced
taxes, the department shall credit the unpaid portion of the principal amount of the

taxes and record the unpaid amount of costs, penalties, and interest accrued to the

‘ date of the order.

(c) If within 3 years of the date of the order under par. (b) the department
ascertains that the taxpayer has an income or owns property sufficient to enable the
taxpayer to pay vthe unpaid portion of the principal amount of the taxes due,
including the costs, penalties and interest recorded under per. (b), the department
shall reopen the order under par. (b) and order the taxpayer to pay in full the unpaid
portion of the principal amount of the taxes due, including the costs, penalties and
interest recorded under par. (b). Before the enfry of the order for payment, the
department shall send a written notice to the taxpayer, by certified mail, advising
the taxpayer of the department’s intention fo reopen the order under par. (b) and
fixing a time and place for the appearance of the taxpayer, if the taxpayer {dgsires a
hee.ring. If the department determines that the taxpayer is able to pay the unpaid
portion of the principal amount of the taxes due, including the costs, penalties and
interest recorded under par. (b), the department shall enter the order for payment
in full. The unpaid portion of the prinCipel amount of the taxes due, including the .
costs, penalties and interest recorded under par. (b), shall be due and payable |
immediately upon ehtry of the order for payment in full and shall thereafter be ’
subject to the ihterest under s. 71.82 (2), as that subsection applies to delinquent
income and franchise taxes under s. 71.82, and to the delinquent account fee under
s. 73.03 (33m). |

(d) A taxpayer may appeal a decision under this subsection to the tax appeals

commission under s. 73.01.
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BILL SECTION 12

SECTION 12. 73.14 of the statutes is created to read:

73.14 Electronic filing. The department of revenue may allow a person who
is required to file a return or a report with the department or to pay an amount to
the department to file the return or the report electronically or to pay the amount
electronically. If the department allows a person to remit taxes electronically that
are due monthly, the person shall submit the returns related to the taxes on 6r before
the last day of the month after the month in which the taxes are due.

SEcTION 13. 73.15 of the statutes is created to read:

73.15 Tape recording. A taxpayer may tape—record any in-person interview

~ of the taxpayer that is conducted by an employe of the department of revenue about

the assessment or collection of taxes, if the taxpayer informs the employe, before the
interview, that the taxpayer is tape-recording the interview.

SECTION 14. Initial applicability.

(1) MARRIED PERSONS’ TAX LIABILITY. The treatment of section 71.10 (E\S/) (a) and
(b) and (6m) (a) of the statutes first applies to tax liability that arises on the effective
date of this subsection or that reinains unpaid on the effective date of this subsection.

(END)
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Kreye, Joseph

From: Wenzel, Bill

Sent: Wednesday, February 09, 2000 3:03 PM
To: Kreye, Joseph; Ford, William

Subject: Taxpayer Bill of Rights (LRB 3526/4)

Hi Joe - -

I have one final round of request for revisions (promise) to the Taxpayer Bill of Rights proposal. Bill, please correct me if
I'm wron

¢ Page 3 - Section 71.10(6)(a) Delete lines 3 through 7 beginning with Except as provided in para. (e) and
ending with Infernal Revenue Code. It is my understanding that an innocent spouse without knowledge is
already relieved of liability. See - Assembly Amendment 2 to AB 634.

-

age 3 - Section 71.10(6)(b) Delete lines 9 through 13 - same provision as above.

Page 4 - Section 71.10 (6m)(a) Delete lines 4 through 9 beglnnlng with Except as provided in para. (c) and
ending with Infernal Revenue Code. See - Assembly Amendment 2 to AB 634.

Pages 4, 5 - Section 71.74(2)(c) Modify language underlined (i.e. p.4 beginning @ line 24 beginning with /£,
after an investigation and ending on p.5 @ line 4 investigation under para.(b)). The bill should provide that the
requirement of a second method of income reconstruction should apply only if DOR has used income
reconstruction to make the assessment. It should also be made clear that the second method of income
reconstruction is only to be used to reasonably corroborate the results obtained under the first method.

\

\/ Page 5 - Section 71.92(3) Replace the following language at lines 16, 17 within one year if the department
agrees to set up a payment schedule with according the payment schedule agreed to by the department. See
- Assembly Amendment 1 to AB 402.

Thanks for your cooperation in this regard. If you have any questions please feel free to call me at 266-7745.

Sincerely,
Bill
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1 AN ACT to amend 71.10 () (1), 71.10 (6) (b), 71.10 (6m) (a), 71.74 (2) (c), 71.92
(8)and 73.01 (4) (a); and fo create 71.10 (6) (e), 71.10 (6m) (c), 73.03 (56),73.13,
73.14 and 73.15 of the statutes; relating to: creating a taxpayer kbill of rights,
filing tax reﬁurns and paying taxes electronically, péying taxes in instalments,

reducing nondelinquent taxes, tape-recording in—person interviews with the

department of revenue, t&ﬁ@%@@%ﬂ@ﬁﬁ?@ﬂcﬁﬁ%

Jﬁmf tax audits and making appropriations.

Analysis by the Legislative Reference Bureau
This bill creates a number of duties for the department of revenue (DOR) with
regard to taxpayers. For example, the bill requires DOR to ensure that its employes
treat members of the public courteously, to ensure that during tax audits its
employes provide a clear and concise statement of an assessment of additional taxes
and to ensure that refunds are issued promptly.

" Under the bill, DOR may allow a person who is required to file a return with
DOR or to pay an amount to DOR tofile the return electronically or to pay the amount
electronically. Under the bill, if DOR interviews a person regarding a tax matter, the
person may tape-record the interview.

Under current law, any taxpayer may petition DOR to compromise delinquent
income or franchise taxes, including any applicable costs, penalties and interest. The
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petition must contain a sworn statement of the taxpayer, and DOR may examine the
taxpayer under oath regarding the matter. If DOR determines that the taxpayer is
unable to pay in full the amount due, based on an examination of the taxpayer’s
financial statements and any other information required by DOR, DOR is required
to determine the amount that the taxpayer is able to pay. DOR is then required to
enter an order reducing the taxes, costs, penalties and interest due in accordance
with its determination. The compromise is effective only if it is paid within ten days.
If, within three years of the date of a compromise, DOR determines that the
taxpayer has an income or property sufficient to enable the taxpayer to pay the
remainder of the tax, including costs, penalties and interest, DOR must reopen the
matter and order the payment in full of such taxes, costs, penalties and interest.
Before entering the order, however, DOR must provide the taxpayer with written
notice advising the taxpayer of DOR’s intention and fixing a time and place for the
taxpayer to appear if the taxpayer desires a hearing. After entering the order, DOR
is required to make a record of the principal amount of the taxes, and penalties, costs
and interest, that are ordered to be paid and such taxes are immediately due, payable
and subject to interest. - Z %v_/),o K
Under the bill, a compronfise is effective if it is pajd; in a lump sum, within ten ~
—> days of the compromise or, a ompromise is effective if it is paid witfingre-year-of
teforfipromisedfD@R agrees|to a payment schedule/ Also under the bill, DOR must
reopen the matter within three years of the date of the final payment under a
payment schedule and order full payment from the taxpayer if DOR determines that
the taxpayer is able to pay the remainder of the tax and other costs. ,
This bill also expands current law so that DOR is authorized to reduce any
taxes, costs, penalties and interest that are due from a taxpayer, regardless of
0. whether the taxes, costs, penalties and interest are delinquent.
‘ ShdercurTent law, spousesthat fiteajoint income tax return are bothFrablefor
the payment of any<tax related to that return. However, DOR. a8y relieve a persop
of any tax liability related to a joint return, in a manper$pecified by the Interna
Revenue Code and adopted bythis state. GenerallyyTJOR may relieve a person of any
tax liability related to a joint retisq if the person’s spouse did not notify the person
of any tax liability or understatementgitaxes related to the joint return. This bill
corrects an outdated reference to th8 sectiong of the Internal Revenue Code that
relate to a spouse’s tax liabilijyfor a joint incom&tax return. The bill also requires
a spouse to apply for religfffom tax liability within two years{ro the date on which
DOR begins collectierractivities on the spouse’s tax liability or within twoyez O
ee ivedate of the provision, whichever is later.
For further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

SO

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows: '
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\8 SECTION 2. 71.10 (6) (b) of the statutes is amended to reads”
9 71310 (8) (b) Separate returns. -A- Except as provided- % par. (e).a spouse filing
10 a separate return.may be relieved of liability for tax, interest, penalties, fees,

11 additions to tax and additional assessmeunder this chapter with—regard—to

12° anreported-marital property-inteme inr {he manner specified in section 66 (c) of the

13 internal revenue-code Internae Code. The department may not apply ch.

14 766 in assessing a taxpa FS th respect to marital property income the taxpayer did
15 not report if that er failed to notify the taxpayer’s spouse about the amount
16 and nature o income before the due date, including extensions, for filing the
17 return , taxablé year in which the income was derived. The department shall
18 in" o all of that marital‘proi)erty income in the gross income of the taxpayer and

19 7 ‘exclude all of that marital property income ffom grdés income of the taxpayer’s

R

spouse.
21 b \N\“‘SEC:[I“QN 3. 71.10 (6) (e) ofthe statutes is created to read:
22 - 71.10 (6) (esvjﬁjpﬁm@z fgi relief. A person who seeks relief from liability

-~ -
23 under par. (a}@f”(b) shall apply for relief'with the department, on a form prescribed
24 by g};&-’dgbanment, within 2 years after the date on whictthe department first
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begins collection activities after the effective date of this paragraph yLr:evi‘éor

inserts datel.

SECTION 4. 71.10 (6m) (a) of the statutes is amended to read:

\71.10 (6m) (a) -A Except as provided in par. (c),a fo

person filing a return for a period during which the'person was married may be

érly married or remarried

relieved of Nability for the tax, interest, penglties, fees, additions to tax and

CGfa¥a BL.5 avilata¥at o neome
v - v T O C vauE

additional asses nents under this shapter ofunrep
from that period as if the person were a gpouse under section 66 (c) of the internal
revenue—code Internal Revehye Code,/The department may not apply ch. 766 in
assessing the former spouse of th&ygerson with respect to marital property income
that the former spouse did not report if thag former spouse failed to notify the person
about the amount and nature #f the income bef's re the due date, including extensions,
for filing the return for the/taxable year during wh 'h the income was derived. The
department shall incluge all of that marital propert imcome in the gross income of
the former spouse afd exclude all of that marital prope ~income from the gross

income of the pergon.

SECTION 8. 71.10 (6m) (c) of the statutes is created to read:
71.104(6m) (c) A person who seeks relief from liability under pér. (a)sh
for refief with the department as provided under sub. (6) (e).
SECTION 6. 71.74 (2) (c) of the statutes is amended to read:
71.74 (2) (c) Ifit appears upon sueh an investigation under par. (b) that a person

has been over or under assessed, or that no assessment has been made when one

should have been made, the department shall make a correct assessment in the
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SECTION 7. 71.92 (3) of the statutes is amended to read:

 71.92(3) Any taxpayer may petition the department of revenue to compromise
his or her delinquent income or franchise taxes including the costs, penalties and
interest. Sueh The petition shall set forth a sworn statement of the taxpayer and
shall be in such a form as that the department shall preseribe prescribes and the
department may examine the petitioner under oath concerning the matter. If the
department finds that the taxpayer is unéble to pay the taxes, costs, penalties and
interest in full it shall determine the amount the taxpayer is able to pay and shall
enter an order reducing such taxes, costs, penaities and interest in accordance with

such the determination. Such The order shall provide that such the compromise
shall be, if paid in a lump sum, is effective only if paid within 10 days or the order

shall aseertains ascertains that the taxpayer has an income or property sufficient to’

enable the taxpayer to pay the\remainder of the tax including costs, penalty and

oped e Ly W Ao Tt
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interest the department shall reopen said the matter and order the payment in full
of such taxes, costs, penalties and interest. Before the entry of sueh the order a notice
shall be given to the taxpayer in writing advising of the intentidn of the department
of revenue to reopen‘saeh the matter and fixing a time and place for the appearance
of the taxpayer if the taxpayer desires a hearing. Upon entry of sueh the order the
department of revenue shall make an appropriate record of the principal amount of
s&elt} the taxes, penalties, costs and interest ordered to be paid and such taxes shall
be immediately due and péyable and shall thereafter be subject to the interest
provided by s. 71.82 (2), and the department shall immediately proceed to collect the
same together with the unpaid portion of penaIty, costs, and interest accrued to the
date of the compromise order. |

SECTION 8. 73.01 (4) (a) of the statutes is amended to read:

73.01 (4) (a) Subject to the provisions for judicial review contained in s. 73.015,
the commission shall be the final authority for the hearing and determination of all
questions of law and fact arising under sub. (5) and s. 72.86 (4), 1985 stats., and ss.
70.11 (21), 70.38 (4) (a), 70.397, 70.64 and, 70.995 (8) and 73.13, s. 76.38 (12) (a), 1993
stats., ss. 76.39 (4) (c), 76.48 (8), 76.91, 77.26 (3), 77.59 (6) (b), 78.01, 78.22, 78.40,
78.555, 139.02, 139.03, 139.06, 139.31, 139.315, 139.33, 139.76 and 139.78, subch.
XIV of ch. 71 and subch. VII of ch. 77. Whenever with respect to a pénding appeal
there is filed ‘with the commission a stipulation signed by the department of revenue
and the adverse party, under s. 73.03 (25), agreeing to an affirmance, modification
or reversal of the department’s position with respect to some or all of the issues raised

in the appeal, the commission shall enter an order affirming or modifying in whole

“orin part, or canceling the assessment appealed from, or allowing in whole or in part

or denying the petitioner’s refund claim, as the case may be, pursuant to and in
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accordance with the stipulation filed. No responsibility shall devolve upon the
commission, respecting the signing of an order of dismissal as to any pending appeal
settled by the department withoutkthe approval of the commission.

SECTION 9. 73.03 (56) of the statﬁtes is created to read:

73.03 (56) (a) To ensure that its employes treat membérs of the ‘public
courteously. |

(b) To distribute to the public information about fhe state’s tax laws.

(c) To provide employes to assist members of the public in filing state tax fbrms.

(d) To ensure that its employes treat members of the public fairly during tax
audits. During an audit, an employe shall do all of the following:

1. Give the taxpayer a clear and concise explanation of an assessment of any
additional taxes.

2. Give the taxpayer a clear and concise explanation of a denial or reduction
of any refund or credit that has been claimed by the taxpayer.

3. Allow the taxpayer to consult with an attorney or an accountant or to
postpone an interview or an audit so that the taxpayer may consult an attorney or
an accountam:.

(e) To provide for reasonable tax collection arrangements for taxpayers with an
outstanding tax liability.

SEcTION 10. 73.13 of the statutes is created tb read:

73.13 Reducing nondelinquent taxes. (1) In this section:

’(a) “Department” means the department of refrenue. |

(b) “Tax” means an amount that is owed to this state under s. 66.75 (1m) (f) 3.

or ch. 71, 72, 76, 77, 78 or 139, and that is not delinquent.
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(2) (a) Ataxpayer may petition the department to reduce the taxpayer’s taxes,
including the costs, penalties and interest related to the taxpayer’s taxes. The
petition shall set forth a sworn statement of the taxpayer and shall be in a form that
the department prescribes. The department may examine the taxpayer under oath
about the petition and may require the taxpayer to provide the department with
financial statements and any other information requested by the department that
is related to the petition. |

(b) If the department determines that the taxpayer is unable to pay the taxes,
costs, penalties and interest in full, the department shéll détermine the amount that
the taxpayer is able to pay and shall enter an order reducing the taxes in accordance
with the department’s determination. The order éhall provide‘ that the order is
effective only if the reduced taxes are paid within 10 days from the date on which the
order is issued. The dep’artment or its cqllectioﬁ agents, upon receipt of the order,
shall accept payment in accordance with the order. Upon payment of the relhfced
taxes, the department shall credit the unpaid portion of the principal amount of the
taxes and record the unpaid amount of costs, penalties, and interest accrued to the
date of the order.

(¢c) If within 3 years of the date of the order under par. (b) the department
ascertains that the taxpayer has an income or owns property sufficient to enable the
taxpayer to pay the unpaid portion of the principal amount of the taxes due,
including the costs, penalties and interest recorded under par. (b), the department
shall reopen the order under par. (b) and order the taxpayer to pay in full the unpaid
portion of the principal amount of the taxes due, including the costs, penalties and
interest recorded under par. (b). Before the entry of the order for payment, the

department shall send a written notice to the taxpayer, by certified mail, advising
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the taxpayer of the department’s intention to reopen the order under par. (b) and
fixing a time and place for the appearance of the taxpayer, if the taxpayer desires a
hearing. If the department determines that the taxpayer is able to pay the unpaid
portion of the principal amount of the taxes due, including the costs, penalties and
interest recorded under par. (b), the depaftmént shall enter the order for payment
in full. The unpaid portion of the principal amount of the taxes due, including the
costs, penalties and ihterest recorded under par. (b), shall be due and payable
immediately upon entry of the order for payment in full and shall the?eafter be
subject to the interest under s. 71.82 (2), as that subsection applies to delinquent
income and franchise taxes under s. 71.82, and to the delinquent account fee under
s. 73.03 (33m).

(d) A taxpayer may appeal a decision under this subsection to the tax appeals
commission under s. 73.01.

SECTION 11. 73.14 of the statutes is created to read:

73.14 Electronic filing. The department of revenue may allow a person who
is required to file a return or a report with the department or to pay an amount:to
the department to file the return or the report electronically or to pay the amount
electronically. If the department allows a person to remit taxes electronically that
are due monthly, the person shall submit the returns related to the taxes on or before
the last day of the month after the month in which the taxes are due.

SEcTION 12. 73.15 of the statutes is created to read:

73.15 Tape recording. A taxpayer may tape-record any in—person interview
of the taxpayer that is conducted by an employe of the department of revenue about
the assessment or collection of taxes, if the taxpayer informs the employe, before the

interview, that the taxpayer is tape-recording the interview.
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2
3 (b) and (6m) (a) of the statutes first applies to tax liabikity
4 dateofthissubseetioro

5 (END)

et Fémains unpaid on the effectivedate of this subsection.



Kreye, Joseph

From: Wenzel, Bill

Sent: Monday, February 14, 2000 10:44 AM
To: : Kreye, Joseph

Cc: Ford, William

Subject: Taxpayer Bill of Rights

Hi Joe - -

The never ending battle to reach closure on this continues. Mostly as a result of lack of clear instructions on my part:

1. The changes that provide that the compromise is effective if paid according to a payment schedule agreed to by the
department was incorporated into Section 2 - 71.92 (3). However, the same language needs to be incorporated at
Section 5 - 73.13(2)(b) after the sentence beginning at p.6, line 9 and ending at p.6. line 11 (i.e. The order shall
provide...which the order issued).

2. Additionally, it appears that the innocent spouse exemptions were deleted in there entirety. Our intention was not to
eliminate these provisions, but rather to delete references to the following exceptions in LRB 3526/4:
s Except as provided in para. (e) a person shall be relieved of liability in regard to a joint return in a manner
specified in section 6015(a) to (d) and (f) of the Internal Revenue Code.

o Section 1 -71.10(6)(a): lines 3 thru 7.
e Section 2 - 71.10(6)(b): lines 9 thru 13.

o Except as provided in para. (c), a
e Section 4 - 71.10(6m)(a): lines 4

My apologies, Joe. If you have any questions please feel free to contact me or Bill Ford.
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AN ACT to amend 71.74 (2) (¢), 71.92 (3) and 73.01 (4) (a); and #o create 73.03
(56), 73.13, 73.14 and 73.15 of the statutes; relating to: creating a taxpayer bill

of rights, filing tax returns and paying taxes lectronically, paying taxes in
instalments, reducing nondelinquent taxes, \ tape-recording in—person

interviews with the department of revenue,|tax audits and making

appropriations.

Analysis by the Legislative Reference Bureau

This bill creates a number of duties for the department of revenue (DOR) with
regard to taxpayers. For example, the bill requires DOR to ensure that its employes
treat members of the public courteously, to ensure that during tax audits its
employes provide a clear and concise statement of an assessment of additional taxes
and to ensure that refunds are issued promptly.

Under the bill, DOR may allow a person who is required to file a return with
DOR or to pay an amount to DOR tofile the return electronically or to pay the amount
electronically. Under the bill, if DOR interviews a person regarding a tax matter, the
person may tape-record the interview.

Under current law, any taxpayer may petition DOR to compromise delinquent
income or franchise taxes, including any applicable costs, penalties and interest. The
petition must contain a sworn statement of the taxpayer, and DOR may examine the
taxpayer under oath regarding the matter. If DOR determines that the taxpayer is
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unable to pay in full the amount due, based on an examination of the taxpayer’s
financial statements and any other information required by DOR, DOR is required
to determine the amount that the taxpayer is able to pay. DOR is then required to
enter an order reducing the taxes, costs, penalties and interest due in accordance
with its determination. The compromise is effective only if it is paid within ten days.

If, within three years of the date of a compromise, DOR determines that the
taxpayer has an income or property sufficient to enable the taxpayer to pay the
remainder of the tax, including costs, penalties and interest, DOR must reopen the
matter and order the payment in full of such taxes, costs, penalties and interest.
Before entering the order, however, DOR must provide the taxpayer with written
notice advising the taxpayer of DOR’s intention and fixing a time and place for the
taxpayer to appear if the taxpayer desires a hearing. After entering the order, DOR
is required to make a record of the principal amount of the taxes, and penalties, costs
and interest, that are ordered tobe paid and such taxes are immediately due, payable
and subject to interest.

Under the bill, a compromise is effective if it is paid, in a lump sum, within ten
days of the compromise or, a compromise is effective if it is paid according to a
payment schedule agreed to by DOR. Also under the bill, DOR must reopen the
matter within three years of the date of the final payment under a payment schedule
and order full payment from the taxpayer if DOR determines that the taxpayer is
able to pay the remainder of the tax and other costs.

This bill also expands current law so that DOR is authorized to reduce any
taxes, costs, penalties and interest that are due from a taxpayer, regardless of
whether the taxes, costs, penalties and interest are delinquent.
or further information see the state fiscal estimate, which will be printed as
an appendix to this bill.

The people of the state of Wisconsin, represented in senate and assembly, do
enact as follows:

—_—Z

< O Ot s W N

SEcTION 1. 71.74 (2) (¢) of the statutes is amended to read:
71.74 (2) (c) Ifit appears upon such an investigation under par. (b)that a person
has been over or under assessed, or that no assessment has been made when one

should have been made, the department shall make a correct assessment in the

manner provided in this chapter. If the department determines, by using an income
reconstruction method, that a person has been under assessed or that no assessment
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the results of the income reconstruction method with at least one other income

reconstruction method.

SECTION 2. 71.92 (3) of the statutes is amended to read:

71.92 (3) Any taxpayer may petition the department of revenue to compromise
his or her delinquent income or franchise taxes including the costs, penalties and
interest. Sueh The petition shall set forth a sworn statement of the taxpayer and
shall be in sueh a form as that the department shall-preseribe prescribes and the
department may examine the petitioner under oath concerning the matter. If the
department finds that the taxpayer is unable to pay the taxes, costs, penalties and
interest in full it shall determine the amount the taxpayer is able to pay and shall
enter an order reducing such taxes, costs, penalties and interest in accordance with
sueh the determination. Sueh The order shall provide that suek the compromise
shall be, if paid in a lump sum, is effective only if paid within 10 days 1617'/ the order
shall provide that the compromise is effective if paid according to a payment schedule
agreed to by the department. The department or its collection agents upon receipt
of such the order shall accept payment in accordance with the order. Upon payment
of the total amount due under the order, the department shall credit the unpaid
portion of the principal amount of such taxes and make appropriate record of the
unpaid amount of penalties, costs, and interest accrued to the date of such the order.
If within 8 years of the date of such the compromise order or the date of a final
payment under a payment schedule, whichever is later, the department shall
ascertains ascertains that the taxpayer has an income or property sufficient to
enable the taxpayer to pay the remainder of the tax including costs, penalty and
interest the department shall reopen said the matter and order the payment in full

of such taxes, costs, penalties and interest. Before the entry of sueh the order a notice
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shall be given to the taxpayer in writing advising of the intention of the department
of revenue to i'eopen such the matter and fixing a time and place for the appearance
of the taxpayer if the taxpayer desires a hearing. Upon entry of sueh the order the
department of revenue shall make an appropriate record of the principal amount of
such the taxes, penalties, costs and interest ordered to be paid and such taxes shall
be ixﬁmediately due and payable and shall thereafter be subject to the interest
provided by s. 71.82 (2), and the department shall immediately proceed to collect the
same together with the unpaid portion of penalty, costs, and interest accrued to the
date of the compromise order.

SECTION 3. 73.01 (4) (a) of the statutes is amended to read:

73.01 (4) (a) Subject to the provisions for judicial review contained in s. 73.015,
the commission shall be the final authority for the hearing and determination of all
questions of law and fact arising under sub. (5) and s. 72.86 (4), 1985 stats., and ss.
70.11(21), 70.38 (4) (a), 70.397, 70.64 and, 70.995 (8) and 73.13, s. 76.38 (12) (a), 1993
stats., ss. 76.39 (4) (c), 76.48 (6), 76.91, 77.26 (3), 77.59 (6) (b), 78.01, 78.22, 78.40,
78.555, 139.02, 139.03, 139.06, 139.31, 139.315, 139.33, 139.76 and 139.78, subch.
XIV of ch. 71 and subch. VII of ch. 77. Whenever with respect to a pending appeal
there is filed with the commission a stipulation signed by the department of revenue
and the adverse party, under s. 73.03 (25), agreeing to an affirmance, modification
or reversal of the department’s position with respect to some or all of the issues raised
in the appeal, the commission shall enter an order affirming or modifying in whole
or in part, or canceling the assessment appealed from, or allowing in whole or in part
or denying the petitioner’s refund claim, as the case may be, pursuant to and in

accordance with the stipulation filed. No responsibility shall devolve upon the
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commission, respecting the signing of an order of dismissal as to any pending appeal
settled by the department without the approval of the commission.

SECTION 4. 73.03 (56) of the statutes is created to read:

73.03 (56) (a) To ensure that its employes treat members of the public
courteously.

(b) To distribute to the public information about the state’s tax laws.

(¢) To provide employes to assist members of the public in filing state tax forms.

(d) To ensure that its employes treat members of the public fairly during tax
audits. During an audit, an employe shall do all of the following:

1. Give the taxpayer a clear and concise explanation of an assessment of any
additional taxes.

2. Give the taxpayer a clear and concise explanation of a denial or reduction
of any refund or credit that has been claimed by the taxpayer.

3. Allow the taxpayer to consult with an attorney or an accountant or to
bostpone an interview or an audit so that the taxpayer may consult an attorney or
an accountant.

(e) To provide for reasonable tax collection arrangements for taxpayers with an
outstanding tax liability.

SECTION 5. 73.13 of the statutes is created to read:

73.13 Reducing nondelinquent taxes. (1) In this section:

(a) “Department” means the department of revenue.

(b) “Tax” means an amount that is owed to this state under s. 66.75 (1m) () 3.
orch. 71,72, 76,77,78 of 139, and that is not delinquent,

(2) (a) Ataxpayer may petition the department to reduce the taxpayer’s taxes,

including the costs, penalties and interest related to the taxpayer’s taxes. The
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petition shall set forth a sworn statement of the taxpayef and shall be in a form that
the department prescribes. The department may examine the taxpayer under oath
about the petition and may require the taxpayer to provide the department with
financial statements and any other information requested by the department that
is related to the petition.

(b) Ifthe department determines that the taxpayer is unable to pay the taxes,
costs, penalties and interest in full, the department shall determine the amount that
the taxpayer is able to pay and shall enter an order reducing the taxes in accordance
with the department’s determinatidn. The %shall provide that the order is
effective only if the reduced taxes are paid[w?chin 10 days from the date on which the

A"
order is i% The department or its collection agents, upon receipt of the order,
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shall accept payment in accordance with the order. Upon payment of the reduced
taxes, the department shall credit the unpaid portion of the principal amount of the
taxes and record the unpaid amount of costs, penalties, and interest accrued to the
date of the order.

(¢c) If within 3 years of the date of the order under par. (b) the department
ascertains that the taxpayer has an income or owns property sufficient to enable the
taxpayer to pay the unpaid portion of the principal amount of the taxes due,
including the costs, penalties and interest recorded under par. (b), the department
shall reopen the order under par. (b) and order the taxpayer to pay in full the unpaid
portion of the principal amount of the taxes due, including the costs, penalties and
interest recorded ﬁnder par. (b). Before the entry of the order for payment, the
department shall send a written notice to the taxpayer, by certified mail, advising
the taxpayer of the department’s intention to reopen the order under par. (b) and

fixing a time and place for the appearance of the taxpayer, if the taxpayer desires a
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hearing. If the department determines that the taxpayer is able to pay the unpaid
portion of the principal amount of the taxes due, including the costs, penalties and
interest recorded under par. (b), the department shall enter the order for payment
in full. The unpaid portion of the principal amount of the taxes due, including the
costs, penalties and interest recorded under par. (b), shall be due and payable
immediafely upon entry of the order for payment in full and shall thereafter be
subject to the interest under s. 71.82 (2), as that subsection applies to delinquent
income and franchise taxes under s. 71.82, and to the delinquent account fee under
s. 73.03 (33m).

(d) A taxpayer may appeal a decision under this subsection to the tax appeals
commission under s. 73.01.

SECTION 6. 73.14 of the statutes is created to read:

73.14 Electronic filing. The department of revenue may allow a person who
is required to file a return or a report with the department or to pay an amount to
the department to file the return or the report electronically or to pay the amount
electronically. If the department allows a person to remit taxes electronically that
are due monthly, the person shall submit the returns related to the taxes on or before
the last day of the month after the month in which the taxes are due.

SECTION 7. 73.15 of the statutes is created to read:

73.15 Tape recording. A taxpayer may tape-record any in—person interview
of the taxpayer that is conducted by an employe of the department of revenue about
the assessment or collection of taxes, if the taxpayer informs the employe, before the
interview, that the taxpayer is tape-recording the interview.

(END)
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Section #. 71.10 (6) (e‘1<)f the statutes is amended to read:

6015 () Tl D) ond P

71.10 (6) (a) Joint refurns. Persons filing a joint return are jointly and severally liable for the tax,
interest, penalties, fe¢s, additions to tax and additional assessments under this chapter applicable to
the return. A persop shall be relieved of liability in regard to a joint return in the manner specified

in section of the i otwithstanding the amount or percentage of the

understatement. W Rosrerg &rﬂé{
= = =

1987 a. 312; 1987 a. 411 s5. 94, 97, 176 to 179; 1987 a. 422 5. 4; 1989 a. 31, 56, 359; 1991 a. 39; 1993 a. 16, 184; 1995 a. 27, 209, 418, 453; 1997 a. 27, 63, 237, 248;

19992.9. 1987 a. 312; 1987 a. 411 ss. 94, 97, 176 to 179; 1987 a. 422 s. 4; 1989 a. 31, 56, 359, 1991 a. 39; 1993 a. 16,

184; 1995 a. 27, 209, 418, 453; 1997 a. 27, 63, 237, 248; 1999 a. 9.
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rL« Section #. 71.10 (6) (b) of the statutes is amended to read:

71.10 (6) (b) Separate returns. A spouse filing a separate return may be relieved of liability for
the tax, interest, penalties, fees, additions to tax and additional assessments under this chapter-+with <—

in the manner specified in section 66 (c) of the internet

The department may not apply ch. 766 in assessing a taxpayer with respect to marital

property income the taxpayer did not report if that taxpayer failed to notify the taxpayer’s spouse
about the amount and nature of the income before the due date, including extensions, for filing the
return for the taxable year in which the income was derived. The department shall include all of that
marital property income in the gross income of the taxpayer and exclude all of that marital property

income from the gross income of the taxpayer’s spouse.

1987 a. 312; 1987 a. 411 55. 94, 97, 176 to 179; 1987 a. 422 5. 4; 1989 a. 31, 56, 359; 1991 a. 39; 1993 a. 16, 184; 1995 a. 27, 209, 418, 453; 1997 a. 27, 63, 237, 248;
1999a.9. 1987 a. 312; 1987 a. 411 ss. 94, 97, 176 to 179; 1987 a. 422 s. 4; 1989 a. 31, 56, 359; 1991 a. 39; 1993 a. 16,
184; 1995 a. 27, 209, 418, 453; 1997 a. 27, 63, 237, 248; 1999 a. 9.
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Section #. 71.10 (6m) (a) of the statutes is amended to read: W

tax and additional assessments under this chapter fo
period as if the person were a spouse under section 66 (c) of the internakreveaue-codq
ment may not apply ch. 766 in assessing the former spouse of the person with respect to marital prop-
erty income that the former spouse did not report if that former spouse failed to notify the person
about the amount and nature of the income before the due date, including extensions, for filing the
return for the taxable year during which the income was derived. The department shall include all
of that marital property income in the gross income of the former spouse and exclude all of that mari-

tal property income from the gross income of the person.

1987 a. 312; 1987 a. 411 ss. 94, 97, 176 to 179; 1987 a. 422 5. 4; 1989 a. 31, 56, 359; 1991 a. 39; 1993 a. 16, 184; 1995 a. 27, 209, 418, 453; 1997 a. 27, 63, 237, 248;

1999a,9. 1987 a. 312; 1987 a. 411 ss. 94, 97, 176 to 179; 1987 a. 422 s. 4; 1989 a. 31, 56, 359; 1991 a. 39; 1993 a. 16,

184; 1995 a. 27, 209, 418, 453; 1997 a. 27, 63, 237, 248; 1999 a. 9.
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SUBMITTAL LEGISLATIVE REFERENCE BUREAU
FORM Legal Section Telephone: 266-3561
5th Floor, 100 N. Hamilton Street

The attachod draft s submitted for your inspection. Please check each part carcfully, proofread each word, and
sign on the appropriate line(s) below.

Date: 02/17/2000 To: Senator Clausing

Relating to LRB drafting number: LRB-3526

2y [

Topic
taxpayer bill of rights

Subject(s)

Tax - miscellaneous

1. JACKET the j?fnr introduction

in the Senate __ or the Assembly ____ (check only one). Only the requester under whosc name the
drafting request is entered in the LRB's drafting records may authorize the draft to be submitted. Please
allow one day for the preparation of thé required éopics.

2, REDRAFT. See the changes indicated or attached

A revised draft will be submitted for your approval with changes incorporated.

3. Obtain FISCAL ESTIMATE NOW, prior to introduction

If the analysis indicates that a fiscal estimate is rcquired because the proposal makes an appropriation or
increases or decrcases existing appropriations or state or general local government fiscal liability or
revenues, you have the option to request the fiscal estimate prior to introduction. If you choose to
introduce the proposal without the fiscal estimate, the fiscal estimate will be requested automatically upon
introduction. It takcs about 10 days to obtain a fiscal estimate. Requesting the fiscal estimate prior to
introduction retains your {lexibility for possible redrafting of the proposal.

1f you have any questions regarding the above procedures, please call 266-3561. If you have any questioqs

relating o the attached draft, pleasc feel free to call me.

Joseph T. Kreye. Legislative Attorney
Telephone: (608) 266-2263
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P. O. BOX 2037
T o o 200t MADISON, Wi 53701-2037 STEPHEN F. MLLER
FAX: : (608) 266-5648
March 21 , 2000
MEMORANDUM
To: Senator Clausing
From: joseph Kreye, Sr. Legislative Attorney, (608) 266-2263

Subject: Technical Memorandum to 1999 SB 480 (LRB 99-3526/6)

We received the attached technical memorandum relating to your bill. This copy is for your
information and your file. If you wish to discuss this memorandum or the necessity of rev1smg your
bill or preparing an amendment, please contact me. ;



MEMORANDUM

March 20, 2000

TO: Joseph T. Kreye
Legislative Reference Bureau

FROM: Yeang-Eng Braun "{Q’B
Department of Revenue

SUBJECT: Technical Memorandum on LRB 3526/6, the Taxpayer Bill of Rights

The Department of Revenue (DOR) has several suggestions on this bill, indicated by bill section
number below: '

Sections 1-4: The bill has no time limits within which a taxpayer must file for innocent spouse
relief. This suggests that a taxpayer could file at any time, 10 or 20 or even more years after
DOR begins collection activities. DOR suggests that the 2-year limit appearing in an earlier
draft of the bill (LRB 3526/4), which is patterned after federal innocent spouse relief provisions,
be restored. :

Section 6: The bill requires that DOR verify the results of audit investigations under

sec. 71.42 (2)(b) through an income reconstruction method different from the method used
under that section. First, most audits are not income reconstruction audits. Second, when an
income reconstruction audit is performed, it generally is because the entity has not kept
sufficient records on its economic activity, so the auditor must reconstruct it. Because of the
lack of adequate record keeping, it is difficult to find sufficient records for one income
reconstruction method. Using yet a second method would be much more difficult and time
consuming, for DOR auditors, the taxpayer and others having access to records of the taxpayer
(e.g., financial institutions). It would require the hiring of additional field auditors, as outlined
below.

If the sponsor wishes to retain this requirement, it may be useful to define "income
reconstruction method" so that it is clear when an assessment is due to a reconstruction of
income and when a second reconstruction method is needed.

Section 9: This section requires DOR to provide several services. The services listed are
broadly defined, and we believe that the Department is already providing them. In some cases,
the requirements are more specifically enumerated in existing statutes. For example, proposed
sec. 73.03 (58)(e) would require DOR to provide reasonable tax collections arrangements, a
responsibility currently laid out in greater detail in sec. 71.91 of the statutes.



If the sponsor wishes DOR to provide additional services, then specific responsibilities should
be defined and the resources for providing them should be authorized. For example, proposed
sec. 73.03 (56)(c) would require DOR to assist taxpayers in filing tax forms. We currently
provide substantial taxpayer assistance, but we do not actually complete tax returns for
taxpayers. If that is what the sponsor intends, it would be a substantial increase over our
current responsibilities that would require additional resources.

Section 10: These provisions allowing compromise of nondelinquent taxes generally parallel
the current provisions allowing compromise of delinquent income and franchise taxes.
However, the new provisions in this section do not allow payments over a one-year period,
which the changes in Section 7 of the bill allow for delinquent taxes.

Section 11: The provision that taxes due monthly and remitted electronically are to be paid by
the last day of the month conflicts with earlier due dates for some monthly filers elsewhere in the
statutes. We recommend that the existing due dates continue to apply.

Section 12: DOR currently allows taxpayers to tape record meetings if DOR is made aware of
the intention to record the meeting ahead of time. In these instances, the DOR generally tapes
the meeting as well so that it has an independent record of the meeting. If this provision is to
remain in the bill, it should also permit DOR to record any meeting recorded by a taxpayer, and
should require advance notice to DOR so that recording equipment can be brought to the
meeting. This would necessitate the purchase of tape recorders for field revenue agents and

auditors.

Also, the sponsor may wish to limit the recording to an audiotape. Videotaping a meeting does
not appear necessary.

Administrative Costs

The proposed legislation makes no provision for the funding of the costs involved in
administering the activities required. If the author wishes to provide funding, appropriation
language needs to be developed and costs allocated in the following manner:

Chapter 20 Amount FTE
FYO01
one-time costs  s. 20.566 (1)(a) $36,300
ongoing costs s. 20.566 (1)(a) $87,800 15

If you have questions regarding this technical memorandum, please contact Dennis Collier at
266-5773. If you have any questions regarding the administrative costs, please contact

Jackie Wipperfurth at 266-9513.
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