HOUSE BILL No. 6229

HOUSE BILL No. 6229

June 27, 2002, Introduced by Rep. Schauer and referred to the Committee on Tax Policy.

A bill to amend 1941 PA 122, entitled

"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 ssi oner of revenue; to provide for the transfer of powers
and duties now vested in certain other state boards, comm ssions,
departnents and offices; to prescribe certain duties of and
require certain reports fromthe departnment of treasury; to pro-
vide procedures for the paynent, adm nistration, audit, assess-
ment, levy of interests or penalties on, and appeals of taxes and
tax liability; to prescribe its powers and duties if an agreenent
to act as agent for a city to admnister, collect, and enforce
the city income 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; to prescribe penalties and provide rene-
dies; and to declare the effect of this act,"”

by anendi ng sections 25 and 28 (MCL 205.25 and 205.28), section
25 as anended by 1986 PA 58 and section 28 as anended by 2000
PA 308, and by addi ng section 30d.
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THE PEOPLE OF THE STATE OF M CHI GAN ENACT:

Sec. 25. (1) The comm ssioner, or an authorized
representative of the comm ssioner, may cause a demand to be nmade
on a taxpayer for the paynent of a tax, unpaid account, or anount
due the state or any of its departnents, institutions, or agen-
cies, subject to admnistration under this act. |If the liability
remai ns unpaid for 10 days after the demand and proceedi ngs are
not taken to review the liability, the conmm ssioner or an autho-
rized representative of the conm ssioner may issue a warrant
under the official seal of that office. Except as provided in
subsection (5), the conm ssioner or an authorized representative
of the comm ssioner, through any state officer authorized to
serve process or through his or her authorized enpl oyees, nay
levy on all property and rights to property, real and personal,
tangi bl e and intangi ble, belonging to the taxpayer or on which a
lien is provided by law for the anopunt of the deficiency, and
sell the real and personal property of the taxpayer found wthin
the state for the paynent of the ampbunt due, the cost of execut-
ing the warrant, and the additional penalties and interest.
Except as provided in subsection (6)— (7), the officer or agent
serving the warrant shall proceed upon the warrant in al
respects and in the sane manner as prescribed by |aw in respect
to executions issued against property upon judgnments by a court
of record. The state, through the comm ssioner or an authorized
representative of the conmm ssioner, may bid for and purchase any

property sold pursuant to this section
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(2) A person who refuses or fails to surrender any property
or rights to property subject to | evy, upon demand by the
conmi ssi oner or an authorized representative of the conm ssioner,
is personally liable to the state in a sumequal to the val ue of
the property or rights not surrendered, but not exceeding the
amount due for which the |levy was nade, together with costs and
interest on the sumat the rate provided in section 23(2) from
the date of the levy. Any anount, other than costs, recovered
under this subsection shall be credited against the liability for
the collection of which the | evy was made.

(3) In addition to the personal liability inposed by subsec-
tion (2), if a person required to surrender property or rights to
property fails or refuses to surrender the property or rights to
property w thout reasonabl e cause, the person shall be liable for
a penalty equal to 50% of the anount recoverabl e under subsection
(2), none of which penalty shall be credited against the liabil-
ity for the collection of which the | evy was made.

(4) A person in possession of, or obligated with respect to,
property or property rights subject to | evy and upon which a | evy
has been made who, upon demand of the conmm ssioner or an autho-
rized representative of the conm ssioner, surrenders the property
or rights to property or discharges the obligation to the conm s-
sioner or an authorized representative of the comm ssioner or who
pays a liability under subsection (1) shall have his or her obli-
gation to a person delinquent in paynent of a tax or other
account reduced in an anount equal to the property or rights to

property surrendered or anmounts paid to the state.
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(5) There shall be exenpt fromlevy under this section:

(a) For an unpaid tax, the type of property and the anount
of that property as provided in section 6334 of the internal rev-
enue code OF 1986.

(b) For an unpaid account, or anmount due the state or any of
its departnents other than an unpaid tax, disposable earnings to
the extent provided in section 303 of TITLE IIl OF the consuner
credit protection act, PUBLIC LAW90-321, 15 U S.C. 1673.

(c) The effect of a levy on salary or wages shall be contin-
uous fromthe date the levy is first made until the liability out
of which the levy arose is satisfied.

(6) A LEVY UNDER THI S SECTI ON SHALL NOT BE MADE ON THE PROP-
ERTY OF ANY TAXPAYER W TH RESPECT TO ANY UNPAI D TAX UNDER THE
| NCOVE TAX ACT OF 1967, 1967 PA 281, MCL 206.1 TO 206. 532, DURI NG
THE PERI OD THAT AN OFFER- | N- COVPROM SE UNDER SECTION 30D I S
PENDI NG

(7) 6)— A warrant-notice of |levy may be served by certi -
fied mail, return receipt requested, on any person in possession
of, or obligated with respect to, property and rights to proper-
ty, real and personal, tangible and intangi ble, belonging to the
t axpayer or on which a lien is provided by |law. The date of
delivery on the receipt shall be the date the levy is made. A
person may, upon witten notice to the conm ssioner, have al
notices of levy by mail sent to 1 designated office.

Sec. 28. (1) The followi ng conditions apply to all taxes
adm ni stered under this act unless otherw se provided for in the

specific tax statute:
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(a) Notice, if required, shall be given either by personal
service or by certified mail addressed to the |ast known address
of the taxpayer. Service upon the conm ssioner may be nmade in
t he same manner.

(b) An injunction shall not issue to stay proceedings for
t he assessnent and collection of a tax.

(c) In addition to the node of collection provided in this
act, the departnent may institute an action at law in any county
in which the taxpayer resides or transacts business.

(d) The comm ssioner nay request in witing information or
records in the possession of any other departnent, institution,
or agency of state governnent for the performance of duties under
this act. Departnents, institutions, or agencies of state gov-
ernnent shall furnish the information and records upon receipt of
the conm ssioner's request. Upon request of the conmm ssioner,
any departnent, institution, or agency of state governnent shal
hol d a hearing under the admi nistrative procedures act of 1969,
1969 PA 306, MCL 24.201 to 24.328, to consider w thholding a
license or permt of a person for nonpaynent of taxes or accounts
col l ected under this act.

(e) Except as otherw se provided i n —seet+on—36¢c
SECTI ONS 30C AND 30D, the comm ssioner or an enpl oyee of the
departnment shall not conprom se or reduce in any manner the taxes
due to or clainmed by this state or unpaid accounts or anmounts due
to any department, institution, or agency of state governnent.
Thi s subdi vi si on does not prevent a conprom se of interest or

penal ties, or both.
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(f) Except as otherw se provided in this subdivision, an
enpl oyee, authorized representative, or fornmer enployee or autho-
rized representative of the departnment or anyone connected with
the department shall not divulge any facts or information
obt ai ned in connection with the adm nistration of a tax or infor-
mation or parameters that would enable a person to ascertain the
audit selection or processing criteria of the departnent for a
tax adm ni stered by the departnent. An enployee or authorized
representative shall not willfully inspect any return or infornma-
tion contained in a return unless it is appropriate for the
proper admnistration of a tax |aw adm ni stered under this act.
A person may disclose information described in this subdivision
if the disclosure is required for the proper adm nistration of a
tax | aw adm ni stered under this act, pursuant to a judicial order
sought by an agency charged with the duty of enforcing or inves-
tigating support obligations pursuant to an order of a court in a
donestic relations matter as that termis defined in section 2 of
the friend of the court act, 1982 PA 294, 552.502, or pursuant to
a judicial order sought by an agency of the federal, state, or
| ocal governnent charged with the responsibility for the adm nis-
tration or enforcenment of crimnal |aw for purposes of investi-
gating or prosecuting crimnal matters or for federal or state
grand jury proceedi ngs or PURSUANT TO a judicial order if the
taxpayer's liability for a tax adm nistered under this act is to
be adj udicated by the court that issued the judicial order. A
person may di scl ose the adjusted gross receipts and the wagering

tax paid by a casino licensee |licensed under the M chigan gam ng
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;
control and revenue act, the Initiated Law of 1996, MCL 432. 201
to 432.226, pursuant to section 18, sections 341, 342, and 386 of
t he managenent and budget act, 1984 PA 431, MCL 18.1341, 18.1342,
and 18. 1386, or authorization by the executive director of the
gam ng control board. However, the comm ssioner or a person des-
i gnated by the comm ssioner may divulge information set forth or
disclosed in a return or report or by an investigation or audit
to any departnent, institution, or agency of state governnent
upon receipt of a witten request froma head of the departnent,
institution, or agency of state governnent if it is required for
the effective adm nistration or enforcenent of the laws of this
state, to a proper officer of the United States departnent of
treasury, and to a proper officer of another state reciprocating
inthis privilege. The conmm ssioner may enter into reciprocal
agreements with other departments of state governnment, the United
St ates departnent of treasury, |local governnmental units within
this state, or taxing officials of other states for the enforce-
ment, collection, and exchange of data after ascertaining that
any information provided will be subject to confidentiality
restrictions substantially the sane as the provisions of this
act .

(2) A person who violates subsection (1)(e) or (1)(f) is
guilty of a felony, punishable by a fine of not nore than
$5, 000. 00, or inprisonment for not nore than 5 years, or both,
together with the costs of prosecution. |In addition, if the

offense is comritted by an enpl oyee of this state, the person
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shall be dism ssed fromoffice or discharged from enpl oynent upon
convi cti on.

(3) A person liable for any tax adm nistered under this act
shal | keep accurate and conplete records necessary for the proper
determnation of tax liability as required by law or rule of the
depart nent.

(4) As used in subsection (1), "adjusted gross receipts” and
"wagering tax" nean those terns as described in the M chigan
gam ng control and revenue act, the Initiated Law of 1996,

MCL 432.201 to 432.226.

SEC. 30D. (1) THE DEPARTMENT MAY COWPROM SE ANY CIVIL OR
CRI M NAL CASE ARI SI NG UNDER THE | NCOVE TAX ACT OF 1967, 1967
PA 281, MCL 206.1 TO 206. 532, BEFORE REFERRI NG THE CASE TO THE
ATTORNEY GENERAL FOR PROSECUTI ON OR DEFENSE. THE ATTORNEY GEN-
ERAL MAY COVPROM SE ANY SUCH CASE AFTER THE CASE HAS BEEN
REFERRED TO THE ATTORNEY GENERAL FOR PROSECUTI ON OR DEFENSE.

(2) |F A COWROM SE |'S MADE UNDER SUBSECTI ON (1), THE
DEPARTMENT OR ATTORNEY GENERAL, AS APPLI CABLE, SHALL PLACE ON
FILE A STATEMENT OF ALL OF THE FOLLOW NG

(A) THE AMOUNT OF TAX ASSESSED.

(B) THE AMOUNT OF | NTEREST OR PENALTY | MPOSED ON THE
TAXPAYER

(© THE AMOUNT ACTUALLY PAI D UNDER THE TERMS OF THE
COVPROM SE.

(3) PURSUANT TO THE ADM NI STRATI VE PROCEDURES ACT OF 1969,
1969 PA 306, MCL 24.201 TO 24.328, THE COVM SSI ONER SHALL ADOPT
GUI DELI NES FOR OFFI CERS AND EMPLOYEES OF THE REVENUE DI VI SI ON OF
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THE DEPARTMENT OF TREASURY TO DETERM NE WHETHER AN
OFFER- I N- COMPROM SE TO RESOLVE A DI SPUTE UNDER THE | NCOVE TAX ACT
OF 1967, 1967 PA 281, MCL 206.1 TO 206.532, IS ADEQUATE AND
SHOULD BE ACCEPTED.

(4) THE GUI DELI NES UNDER SUBSECTI ON (3) SHALL PROH BI T AN
OFFI CER OR EMPLOYEE OF THE REVENUE DI VI SI ON OF THE DEPARTMENT OF
TREASURY FROM REJECTI NG AN OFFER- I N- COMPROM SE FROM A LOW | NCOVE
TAXPAYER SOLELY ON THE BASIS OF THE AMOUNT OF THE OFFER. I N
ADDI TION, I N THE CASE OF AN OFFER- I N- COVPROM SE FROM ANY TAXPAYER
THAT RELATES ONLY TO I SSUES OF LI ABILITY OF THE TAXPAYER, THE
GUI DELI NES SHALL PRCHI BI T BOTH OF THE FOLLOW NG

(A) THE REJECTI ON OF THE OFFER-1 N- COVPROM SE SOLELY BECAUSE
THE DEPARTMENT |'S UNABLE TO LOCATE THE TAXPAYER S RETURN OR
RETURN | NFORMATI ON FOR VERI FI CATI ON OF LI ABI LI TY.

(B) A REQUI REMENT THAT THE TAXPAYER PROVI DE A FI NANCI AL
STATEMENT.

(5) THE COWM SSI ONER SHALL ESTABLI SH PROCEDURES FOR AN | NDE-
PENDENT ADM NI STRATI VE REVI EW OF A REJECTI ON OF A PROPOSED
OFFER- | N- COVPROM SE UNDER SUBSECTI ON (1) BEFORE THE REJECTION | S
COVMUNI CATED TO THE TAXPAYER

(6) I'N ADOPTI NG GUI DELI NES UNDER SUBSECTI ON (3) AND ESTAB-
LI SHI NG PROCEDURES UNDER SUBSECTI ON (5), THE DEPARTMENT SHALL
CONSI DER PROCEDURES UNDER SECTI ON 7122 OF THE | NTERNAL REVENUE
CODE OF 1986 AND THE RULES AND REGULATI ONS PROMULGATED TO | MPLE-
MENT SECTI ON 7122 OF THE | NTERNAL REVENUE CODE OF 1986.
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