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" -Wisconsin Department of Revenue

Division of Research and Analysis
Bureau of Local Fiscal Policy

September 22, 1998

TITLE: Property Tax — Penalty for Not Reporting Exempt Computer Property

DESCRIPTION OF CURRENT LAW AND PROBLEM

1997 Act 237 requires the state to compensate taxing jurisdictionsfor the reduction in tax base due
to the computer property tax exemption. To determine the state payment to the taxing jurisdiction,
the act requires owners of exempt computer property to report the value of that property on their
personal property returns.

The act imposes a forfeiture of $10 per $100 of unreported exembt value to encourage cbmpliance
in.reporting exempt property. The forfeiture is 4 times:as much as the tax would be, if the property
were taxable. A lesser penalty could still encourage complianice without being punitive.

Act 237 is silent regarding the administration and disposition‘of forfeitures. Administration by the
Department of Revenue may minimize admlmstratwe costs and fmfeltures could be used as
program revenue to recover- ‘such costs. . o

The term "“forfeit" is unusual in a tax statute; itis typuca“]ly used in cnmmal law whereas the term-
"penalty" is more common m tax law.

" . RECOMMENDATION FORACTION =~ =~ ™ T T

Amend the forfeiture provision as follows: -

2. Require the taxation district clerk to notify the Department of Revenue (DOR) of mstances of
unreported property. Require DOR to audit and, where appropriate, adjust computer —
compensation payment amounts and assess the penalty Proceeds can be used as program
revenue to recover administrative costs.

3. Use the term "penalty” rather than "forfeiture”.

1. Provide a penalty of $10 per $1,000 of unreported value: ‘ /
30,607

FISCAL/ADMINISTRATIVE IMPACT
Reducing the forfeiture may reduce total forfeitures by a very small amount.

The propoéat clarifies current law as regards failure to report exempt computer property and so
will facilitate administration of the law.

DRAFTING INSTRUCTIONS

See recommendation.

R

B —



EFFECTIVE DATE OR INITIAL APPLICABILITY

Retroactive to January 1, 1999.

PERSON TO CONTACT:  Blair P. Kruger, 266-1310

BPK:skr :
t:\bud\bkinonreporting.bud
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property
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AN AcCT ...; relating to: the budget.

Analysis by the Legislative Reference Bureau
TAXATION ¥

_PROPERTY TAXATION ¥ G

Under current law, a pergon that fails to include}information on computer
propeyty that is exempt from property taxes (h a reporl) must forfeit $10 for every
$100"that is not reported. This bill provides instead that the person must pay a
penalty of $10 for every $1,000'that is not reported and appropriates the penalty to
the department of revenue (DOR) for the administration of the computer exemption
and state aid for the exemption. The bill also requires the taxing municipality to
provide information to DOR regarding errors in reporting computer property.

For further information see the state and local fiscal estimate, which will be
printed as an appendix to this hill.

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

SECTION 1. 20.566 (2) (gp)\)éf the statutes is created to read:
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PJD...........
SECTION 1
v : : :
1 20.566 (2) (gp) Administration of computer exemption and state aid. Allmoneys
2 received from penalties paid under s. 70.36 (1m) for the administration of the

3 computer exemption and state aid payments under s. 7 9.095?/
»+NOTE: This SECTION involves a change in an appropriation that must be
reflected in the revised schedule in s. 20.005, stats.

#+NOTE: Do you want to appropriate the penalties for this purpuse? The request
stated “Proceeds can be used as program revenue to recover administrative costs.”.

4 SECTION 2. 70.36 (1m) of the statutes is amended to read:
5 70.36 (1m) Any person, firm or corporation that fails to include information on
6 property that is exempt under s. 70.11 (39) on the report under s. 70.35 shall forfeit
7 pay a penalty of\/$10 for every $100 M\/or major fraction thereof that is not
8 reported.
9 ey B glég'll‘;glil313619’977§6§5 (2) (c)\)o_(f the statutes is created to read:
10 79.095 (2) (¢) On or before September 1\,/any property that is exempt under s.
11 70.11 (39)\élat has been omittéd or not assessed according to law O any errors
12 discovered by the assessor, board of review, clerk or any other officer or employe of
13 the municipality or any other person in identifying or valuing property that is

e
14 exempt under s. 70.11 (39)‘./

#»+NOTE: Please check this. I took the language from s. 78.06 (3)‘,/st s. Do we need
all of the language? Is September 1 appropriate? That provision plus s. W/0%5 (3), stats.)
also covers the part of this request to “require DOR to audit and adjust computer
compensation payment amounts”. /

15 SECTION 9343. Initial applicability; revenue.

16 (1) FAILURE TO REPORT INFORMATION REGARDING COMPUTER EXEMPTION. The

v

treatment of sectionfY70.36 (1m)"of the statutes first applies to failures to include

seeno of ¥ne Srotutes
18 information on property that is exempt underé% 0.11 (39)Yon a report under@70.35
G

19 made on January 1, 1999.‘/

«+*NOTE: Please check this. If a person has already paid a forfeiture before the
effective date of the provision I don’t know how to undo it. Itisin the school fund. Ifthe
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SECTION 9343

forfeiture has not been paid by the effective date for a report made in 1999, this draft
provides that the person is to pay a penalty of one—tenth of the amount of the forfeiture
now on the books and appropriates all of the money paid to the DOR. OK?

&Y’



Dykmén, Peter

From: Ziegler, Paul

Sent: Friday, January 22, 1999 3:48 PM

To: Dykman, Peter

Subject: Changes to draft 0770/1 - penalty for not reporting computer property

Please make the following changes to draft 0770/1 revising the penalty for failure to report exempt computer property:
1) Drop the Department of Revenue appropriation. (section 1)

2) Regarding Section 3 -- | believe the September 1st date is OK but | will check with DOR on this.

3) Amend 5.79.095(3) so that DOR will use both the information submitted under (2)(a) (the May 1 reports of exempt
computer value) and the newly created (2)(c) (for amounts of "newly" identified computer property) to determine the
October 1 DOR report of exempt computer value. :

.

4) Regarding initial applicability. Should this be changed to say that the new penalty first applies to valuations as of the
January 1 after passage? Alternatively, line 19 of page 2 could be changed to read "report under s.70.35 of the statutes
THAT RELATES TO January 1, 1999." (The report is due March 1st for the value of property as of January 1st -- persuant
to s.70.35(2) and (3).)

5) Question: Can the s.70.36(1m) penalty for not reporting exempt value be deposited to the general fund to partially and
indirectly offset the payments from the general fund to local governments? Or, does Article X Section 2 of the Wis.
Constitution prohibit such an allocation?

THANK YOU for your help.

Please email me or call with any questions.
work phone 6-5668

home phone 273-2529
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Analysis by the Legislative Reference Bureau
TAXATION

PROPERTY TAXATION

Under current law, a person that fails to include information on computer
property that is exempt from property taxcs on a report must forfeit $10 for every
$100*hat is not reported. This bill provides instead that the person must pay a
penalty of $10 for every $1,000 that is not reported %

Eber\t haoliNn

A g A QlBE YIS

2 .-A—.-H.ﬁ» LY nue Ll y m g . o
AN TR kAt e A hAiidh The bill also requires th

£ e taxing municipality to
provide information to DOR regarding errors in reporting computer property.

For further information see the state and local 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:

2 SE . 200 Ep) O Ttes Yscre
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«+«+NOTE:. This . SECTION myolwes a change in an BPpropr
reflected in the'revised schedulein 5. 20005, stats., o)

SECTION 2. 70.36 (1m) of the statutes is amended to read
70.36 (1m) Any person, firm or corporation that fails to include information on .

property that is exempt under s. 70.11 (39) on the report under s. 70.35 shall forfeit

pay a_penalty of $10 for every $160 $1,000 or major fraction thereof that is not Q
reported. ;
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SEcCTION 8. 79.095 (2) (c) of theStatutes is created to- read 2&(\‘“@ .
79.095 (2) (¢) On or before September. 1, any prgp_erty;that is exempt-under Supit .

70.11 (39) that has been omltted or not assessed according to law or any errors .

discovered by the assessor, board of review, clerk or any other officer or employe of .

the municipality or ‘any other person in identifying or valuing property that is:
AN

exempt under s. 70.11 (39). : M@(\
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(1) FAILURE TO REPORT INFORMATION REGARDING COMPUTER EXEMPTION. The 6 ,,J

reqmre DOR4 to audtt

treatment of section 70.36 (1m) of the statutes first applies to failures to include n

information on property that is exempt under section 70.11 (39) of the statuteson a

report under section 70.35 of the statutes féf;g @) January 1, 1999. ‘%
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Dykman, Peter

From: Ziegler, Paul

Sent: Friday, January 22, 1999 3:48 PM

To: Dykman, Peter

Subject: Changes to draft 0770/1 - penalty for not reporting computer property

Please make the following changes to draft 0770/1 revising the penalty for failure to report exempt computer property:

1) Drop the Department of Revenue appropriation. (section 1)
2) Regarding Section 3 -- | believe the September 1st date is OK but | will check with DOR on this.

3) Amend 5.79.095(3) so that DOR will use both the information submitted under (2)(a) (the May 1 reports of exempt
computer value) and the newly created (2)(c) (for amounts of "newly" identified computer property) to determine the
October 1 DOR report of exempt computer value.

4) Regarding initial applicability. Should this be changed to say that the new penalty first applies to valuations as of the
January 1 after passage? Alternatively, line 19 of page 2 could be changed to read "report under s.70.35 of the statutes
THAT RELATES TO January 1, 1999." (The report is due March 1st for the value of property as of January 1st -- persuant
to 5.70.35(2) and (3).)

5) Question: Can the s.70.36(1m) penalty for not reporting exempt value be deposited to the general fund to partially and
indirectly offset the payments from the general fund to local governments? Or, does Article X Section 2 of the Wis.

Constitution prohibit such an allocation?

THANK YOU for your help.

Please email me or call with any questions.
work phone 6-5668

home phone 273-2529



Dykmén, Peter

From: Ziegler, Paul

Sent: Thursday, January 28, 1999 3:08 PM

To: Dykman, Peter

Subject: Changes to draft 0770/2 - penalty for not reporting computer property

Peter -- Please make the following four changes to draft 0770/2 regarding the penalty for not reporting computer property.

1. In section 1, retain the term "forfeit" rather than amending the paragraph to use the term "penalty”.

2. At the mmg ion ge 2, line 2) before the period add "for the curré
the maximum ti riod forwhich-penalties can apply to the time limit-f

3. Drop Section 2 out of the draft.

he-pravious two years". This matches
ts to taxable value under s.70.44.

~)€5)““‘§é‘w§mswﬁ*53é‘sted below:

4, Instead-ef 2, amend the s.79.;

(2)(@) Onor befoﬁr]%M P

i

s. 70.11 (39).in"€ach taxing jurisdiction ToFwhiehdhe, municipality assesses
propemyr*ﬁﬁcludinq property not reported in either of the two prior years.

g, of the computers that are exempt under

This will match the adjustment period for aid payments on municipally assessed property also to the period to adjust
taxable value under s.70.44.

THANK YOU.

-----Original Message-----
From: Dykman, Feter

Sent: Friday, January 22, 1999 4:28 PM
To: Ziegler, Paul
Subject: RE: Changes to draft 0770/1 - penalty for not reporting computer property

As to point #5: I not know if it has to be deposited in the school fund. Current language seems to require it,
but the new version may avoid it. The DOR seems to think that tax penalties don’t have to go into the school
fund. You may wish to ask their legal counsel. PJD :

-----Original Message-----

From: Zicgler, Paul

Sent: Friday, January 22, 1999 3:48 PM

To: Dykman, Peter

Subject: Changes to draft 0770/1 - penalty for not reporting computer property

Please make the following changes to draft 0770/1 revising the penalty for failure to report exempt computer
property:

1) Drop the Department of Revenue appropriation. (section 1)
2) Regarding Section 3 -- | believe the September 1st date is OK but | will check with DOR on this.

3) Amend s.79.095(3) so that DOR will use both the information submitted under (2)(a) (the May 1 reports of
exempt computer value) and the newly created (2)(c) (for amounts of “newly" identified computer property) to
determine the October 1 DOR report of exempt computer value.

4) Regarding initial applicability. Should this be changed to say that the new penalty first applies to valuations as
of the January 1 after passage? Alternatively, line 19 of page 2 could be changed to read "report under s.70.35 of
the statutes THAT RELATES TO January 1, 1999." (The report is due March 1st for the value of property as of

January 1st -- persuant to s.70.35(2) and (3).)

5) Question: Can the s.70.36(1m) penalty for not reporting exempt value be deposited to the general fund to
partially and indirectly offset the payments from the general fund to local governments? Or, does Article X Section
2 of the Wis. Constitution prohibit such an allocation?



. THANK YOU for your help.

Please email me or call with any questions.
work phone 6-5668

home phone 273-2529
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FOR 1999-01 BUDGET — NOT READY FOR INTRODUCTION

A0 not cen

1 AN ACT ..; relating to: the budget.

Analyfis by the Legislative Reference Bureau
. {f o _@ ,xz,} TAXATION
< PROPERTY TAXATION
I)Qder current law, a person that fails to include information on computer
propertz)gi that is exempt from property taxes on a report must forfeit $10 for every
$100 that is not reported. This bill provides instead that the person W
$10 for every $1,000 that is not reported. Fhebithalseroquires-thetaxing

For further information see the state and local 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:

2 SECTION 1. 70.36 (1m) of the statutes is amended to read:
3 70.36 (1m) Any person, firm or corporation that fails to include information on

4 property that is exempt under s. 70.11 (39) on the report under s. 70.35 shall
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SECTION 1

v

$10 for every $160 $1.000"or major fraction thereof that is not

1
2 reporte

"~ heck' heod Rlegal COMMNE TP whekd -'(ii }.'u,_gs‘rvu'n' ZRREPE
3 < SF o¥ 2, (2.U90 { O E statutes 15 creatad Lo road, !

. i 1

4 79:095 (2) (c) On or before Septemb;e);,]ra‘ﬂi’;r'f;;erty that is exempt under 8.
5 d or not assessed according to law or any em-ors
6 el of review, clerk or any other officer or employé\of
7 “tdentifying or valuing property,that lg
8 ’ i

+«+NOTE: Section 79.095 (3), stats., also covers the part of this request 0 j

~DOR to audit and adjust computer compensation payment amounts” and I thought that;
under that statule, a review and correction would neccssunly rcqu:re faebonng in the
LN “newly” identified computer property.

9 -  "SECTION 9343. Initial apphcab;lif:y; revenue.
10 (1) FAILURE TO REPORT INFORMATION REGARDING COMPUTER EXEMPTION. The
11 treatment of section 70.36 (lm)\éf the statutes first applies to failures to include -
12 information or_x property that is exempt under section 70.11 (39) of the statutes on a
13 report under section 70.35 of the statutes that relates to January 1, 1999.

14 (END)\/
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DOA......Ziegler — Revise penalty for not reporting exempt computer

property
For 1999-01 BUDGET — NoT READY FOR INTRODUCTION

AN AcT ...; relating to: the budget.

Analysis by the Legislative Reference Bureau
TAXATION

PROPERTY TAXATION

Under current law, a person that fails to include information on computer
property that is exempt from property taxes on a report must forfeit $10 for every
$100 that is not reported. This bill provides instead that the person forfeit $10 for

every $1,000 that is not reported.
For further information see the state and local 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. 70.36 (1m) of the statutes is amended to read:

70.36 (lm) Any person, firm or corporation that fails to include information on
property that is exempt under s. 70.11 (39) on the report under s. 70.35 shall forfeit
$10 for every $100 $1,000 or major fraction thereof that is not reported.
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SECTION 9343

SEcTION 9343. Initial applicability; revenue.

(1) FAILURE TO REPORT INFORMATION REGARDING COMPUTER EXEMPTION. The
treatment of section 70.36 (1m) of the statutes first applies to failures to include
information on property that is exempt under section 70.11 (39) of the statutes on a
report under section 70.35 of the statutes that relates to January 1, 1999.

(END)



