HOUSE BILL No. 4735

May 27, 1999, Introduced by Reps. Quarles, Martinez, Hale, Cherry, Daniels, Jamnick,
Bovin, Baird, O’ Nell, Dennis and Lemmons and referred to the Committee on Tax Policy.

A bill to amend 1941 PA 122, entitl ed

"An act to establish a revenue division of the departnent of
treasury; to prescribe its powers and duties as the revenue col -

| ection agency of the state; to prescribe certain powers and
duties of the state treasurer; to regulate the inportation,
stanpi ng, and di sposition of certain tobacco products; to create
the position and to define the powers and duties of the state
comm ssioner of revenue; to provide for the transfer of powers
and duties now vested in certain other state boards, conm ssions,
departnments and offices; to prescribe certain duties of and
reSU|re certain reports fromthe departnment of treasury; to pro-
vi de procedures for the paynent, adm nistration, audit, assess-
ment _Ieyy_of interests or penalties on, and appeals of taxes and
tax [iability; to prescribe its powers and duties if an agreenent
to act as agent for a city to admnister, collect, and enforce
the city inconme tax act on behalf of a city is entered into with
any city; to provide an appropriation; to abolish the state board
of "tax admnistration; and to declare the effect of this act,"

by anmendi ng sections 24 and 31 (MCL 205.24 and 205.31), as
anended by 1993 PA 14.
THE PEOPLE OF THE STATE OF MICHIGAN ENACT:
Sec. 24. (1) If a taxpayer fails or refuses to file a

return or pay a tax admnistered under this act within the tine
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specified, the departnent, as soon as possible, shall assess the
tax agai nst the taxpayer and notify the taxpayer of the anmount of
the tax. A liability for a tax adm nistered under this act is
subject to the interest and penalties prescribed in
subsections (2) to (5) AND (7).

(2) Except as provided in subsections (3) and (6), if a tax-
payer fails or refuses to file a return or pay a tax within the
time specified, a penalty of $10.00 or 5% of the tax, whichever
is greater, shall be added if the failure is for not nore than 1
month, with an additional 5% penalty for each additional nonth or
fraction of a nmonth during which the failure continues or the tax
and penalty is not paid, to a maxi numof 50% |In addition to the
penalty, interest at the rate provided in section 23 for defi-
ciencies in tax paynents shall be added on the tax fromthe tinme
the tax was due, until paid. After June 30, 1994, the penalty
prescribed by this subsection shall not be inposed until the
departnment submits for public hearing pursuant to the adm nistra-
tive procedures act of 1969, —Aet—No—366—0f—thePublHec-Acts—of

a¥ala h o N o —an / a A / O A h o \ /] N =

taws— 1969 PA 306, MCL 24.201 TO 24.328, a rule defining what

constitutes reasonabl e cause for waiver of the penalty under sub-

section (4), which definition shall include illustrative
exanpl es.

(3) If a personis required to remt tax due pursuant to
section 19(2) and fails or refuses to pay the tax within the tine

specified, a penalty of 0.167% of the tax shall be added for each

day during which the failure continues or the tax and penalty are
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not paid, to a maxi num of 50% of the tax. For reporting periods
begi nni ng after August 31, 1991 and before Novenber 1, 1991, the
comm ssi oner shall not inpose the penalty under this subsection
if the tax is remtted within 2 banking days of the date speci -
fied and the taxpayer denonstrates that the taxpayer's account at
their financial institution was charged for the tax owed on or
before the date the remttance was due.

(4) If areturnis filed or remttance is paid after the
time specified and it is shown to the satisfaction of the depart-
ment that the failure was due to reasonabl e cause and not to
willful neglect, the comm ssioner or an authorized representative
of the comm ssioner shall waive the penalty prescribed by
subsection (2).

(5) For failure or refusal to file an information return or
other informational report required by a tax statute, within the
time specified, a penalty of $10.00 per day for each day for each
separate failure or refusal may be added. The total penalty for
each separate failure or refusal shall not exceed $400. 00.

(6) If a taxpayer fails to pay an estimated tax paynent as
may be required by the incone tax act of 1967, —Aet—No—281+—-of
the—PubHetAets—of 1967+ —betrnrg——secttons—2061+to2066-532of the
Mehtgan—Corptted—taws— 1967 PA 281, MCL 206.1 TO 206. 532, a pen-
alty shall not be inposed if the taxpayer was not required to
make estimated tax paynents in the taxpayer's imredi ately preced-
ing tax year.

(7) I'N ADDI TI ON TO ANY OTHER | NTEREST OR PENALTY PRESCRI BED
UNDER THI S SECTI ON, A TAXPAYER WHO HAS FAI LED TO FI LE A RETURN OR
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PAY A TAX THAT WAS DUE BEFORE JANUARY 1, 1999 DURI NG A PERI OD FOR
VWH CH AMNESTY | S AVAI LABLE UNDER SECTION 31(2) IS LI ABLE FOR AN
ADDI TI ONAL PENALTY EQUAL TO 25% OF THE AMOUNT OF TAX DUE.

Sec. 31. (1) If a taxpayer does not satisfy a tax liability
or makes an excessive claimfor a refund as a result of reliance
on erroneous current witten information provided by the depart-
ment, the comm ssioner shall waive all crimnal and civil penal -
ties provided by law for failing or refusing to file a return,
for failing to pay a tax, or for making an excessive claimfor a
refund for a tax adm nistered by the revenue division of the
departnent of treasury pursuant to this act if the taxpayer makes
a witten request for a waiver, files a return or an anended
return, and makes full paynent of the tax and interest.

(2) EXCEPT AS PROVI DED | N SUBSECTI ON (3), THE COWM SSI ONER
SHALL WAI VE ALL CRIM NAL AND Cl VIL PENALTIES PROVI DED BY LAW FOR
FAI LI NG OR REFUSI NG TO FI LE A RETURN, FOR FAI LI NG TO PAY A TAX,
OR FOR MAKI NG AN EXCESSI VE CLAIM FOR A REFUND FOR A TAX ADM NI S-
TERED BY THE REVENUE DI VI SI ON OF THE DEPARTMENT OF TREASURY UNDER
TH S ACT FOR TAXES DUE BEFORE JANUARY 1, 1999, |IF AFTER JULY 30,
1999 AND BEFORE OCTOBER 1, 1999, THE TAXPAYER MAKES A WRI TTEN
REQUEST FOR A WAI VER, FILES A RETURN OR AN AMENDED RETURN, AND
MAKES FULL PAYMENT OF THE TAX AND | NTEREST OR A PARTI AL PAYMENT
OF TAX AND | NTEREST PURSUANT TO AN | NSTALLMENT PLAN EXECUTED BY
THE TAXPAYER AND THE COWM SSI ONER OR H' S OR HER DESI GNEE.

(3) SUBSECTION (2) APPLIES TO THE NONREPORTI NG AND UNDERRE-
PORTI NG OF TAX LI ABI LI TIES OR TO THE NONPAYMENT OF TAXES
PREVI QUSLY DETERM NED TO BE DUE, BUT ONLY TO THE EXTENT OF THE
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PENALTI ES ATTRI BUTABLE TO THE TAXES THAT WERE DUE BEFORE
JANUARY 1, 1999 AND THAT ARE PAI D DURI NG THE TI ME PERI GD PROVI DED
FOR I N SUBSECTION (2). SUBSECTION (2) DOES NOT APPLY TO ANY TAX
DUE BY THE TAXPAYER THAT | S UNDER CRI M NAL | NVESTI GATI ON, OR
I NVOLVED IN A CIVIL ACTI ON OR CRI M NAL PROSECUTI ON.

(4) THE COWMM SSI ONER SHALL ADM NI STER THE TAX AMNESTY PRO
GRAM DESCRI BED I N SUBSECTION (2). A TAXPAYER WHO PAYS ALL OR A
PORTI ON OF A TAX SUBJECT TO THE TAX AMNESTY PROGRAM DESCRI BED I N
SUBSECTI ON (2), IN ADDI TION TO ALL OTHER FORMS OF PAYMENT AUTHO
RI ZED UNDER THI S ACT, MAY PAY BY CREDI T CARD OR DEBIT CARD AND
THE COWM SSI ONER SHALL ACCEPT PAYMENT BY CREDI T CARD OR DEBIT
CARD. THE COWMM SSI ONER MAY ENTER | NTO AN | NSTALLMENT PAYMENT
PLAN FOR TAX PAYMENTS FOR WHICH THE CRIM NAL AND CI VI L PENALTI ES
ARE WAI VED UNDER SUBSECTION (2). | F THE TAXPAYER FULLY COWPLI ES
W TH THE | NSTALLMENT PLAN EXECUTED W TH THE DEPARTMENT OF TREA-
SURY, ALL CRIM NAL AND Cl VIL PENALTI ES ARE WAI VED. | F THE TAX-
PAYER DOES NOT FULLY COVPLY W TH THE | NSTALLMENT PLAN EXECUTED
W TH THE DEPARTMENT OF TREASURY, ALL CRIM NAL AND Cl VI L PENALTI ES
ARE NOT WAl VED AND THE DEPARTMENT OF TREASURY MAY COLLECT THE TAX
LI ABILITY AND | MPOCSE ALL CRIM NAL AND CI VIL PENALTI ES AS PROVI DED
BY LAW

(5) THERE | S APPROPRI ATED FROM THE REVENUES GENERATED BY
THI S ACT THE SUM COF $5, 000, 000. 00 TO THE DEPARTMENT OF TREASURY
FOR ADM NI STRATION. THI S APPROPRI ATI ON |'S ALLOTTED FOR EXPENDI -
TURE ON THE EFFECTI VE DATE OF THI S AMENDATCORY ACT. ANY UNENCUM
BERED FUNDS MAY BE CARRI ED OVER | NTO THE 1999- 2000 FI SCAL YEAR
ONLY GENERAL PURPOSE REVENUE GENERATED BY THE AMNESTY PROGRAM
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PROVI DED FOR | N SUBSECTI ON (2) MAY BE USED TO FI NANCE THI S
APPROPRI ATI ON.

(6) REVENUES RECEI VED AS A RESULT OF THE TAX AVNESTY PROGRAM
DESCRI BED | N SUBSECTI ON (2), EXCEPT THOSE OTHERW SE DEDI CATED BY
LAW SHALL BE CREDI TED TO A SEPARATE ACCOUNT | N THE STATE SCHOOL
Al D FUND ESTABLI SHED UNDER SECTI ON 11 OF ARTICLE | X OF THE STATE
CONSTI TUTI ON OF 1963, TO BE USED ONLY FOR ELEMENTARY AND SECOND-
ARY SCHOOL SUPPORT SERVI CES, SCHOOL NURSES, SCHOOL SOCI AL WORK-
ERS, AND SCHOCL PSYCHOLOG STS.

(7) NOT LATER THAN 7 DAYS BEFCORE THE TAX AMNESTY PERI OD
DESCRI BED | N SUBSECTI ON (2) BEA NS, THE DEPARTMENT OF TREASURY
SHALL NOTIFY, IN VWRITING ALL TAXPAYERS WHO COULD BENEFI T FROM
THE TAX AMNESTY PROGRAM DESCRI BED IN THI' S SECTI ON. THE NOTI FI CA-
TI ON SHALL | NCLUDE A COVPLETE DESCRI PTI ON OF THE TAX AVWNESTY PRO
GRAM AND | TS REQUI REMENTS AND BENEFI TS.

(8) NOT LATER THAN 7 DAYS BEFORE THE TAX AMNESTY PERI OD
DESCRI BED | N SUBSECTI ON (2) BEA NS, THE DEPARTMENT OF TREASURY
SHALL ESTABLI SH A TOLL- FREE TELEPHONE SERVI CE TO ANSWER QUESTI ONS
ABOUT THE TAX AWNESTY PROGRAM AND | TS REQUI REMENTS AND BENEFI TS.

(9) A STATE ELECTED OFFI Cl AL SERVI NG AFTER JUNE 27, 1999
SHALL NOT UTI LI ZE THE TAX AMNESTY PROGRAM DESCRI BED I N THI S ACT.

(10) THE COW SSI ONER SHALL NOT WAI VE CRIM NAL AND Cl VI L
PENALTI ES UNDER SUBSECTI ON (2) FOR TAXES ATTRI BUTABLE TO | NCOVE
DERI VED FROM A CRI M NAL ACT OR FOR A PERSON WHO HAS BEEN CON-

VI CTED OF A FELONY UNDER THI S ACT OR THE | NTERNAL REVENUE CODE OF
1986.
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