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State Level Taxpayer Rights




Background

* Under a grant from the Rockefeller Foundation, the Center for Taxpayer Rights has
developed a survey of state tax administration and procedures to understand how
taxpayer rights are affected by state practices.

 Once the information is collected, we will make recommendations for administrative
procedures based on practices that work well and propose model legislation for
state funding of low-income taxpayer clinics and the establishment and operation
of state taxpayer advocate/ombuds offices. We will also identify areas of
deficiency in taxpayer protections and advocate for change where we
believe taxpayer rights are in jeopardy.




The Survey

e The survey asks about income tax (where
applicable), property tax, sales tax, and any
other statewide taxes with the potential to
affect taxpayer rights.

* Questions are divided into categories,
including Assessment, Collections, Litigation,
and Appeals.

* Volunteers are asked to provide citations and
detailed explanations where possible.
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QUESTION
Each question begins with "Does your state..." unless otherwise indicated.

What debts can be offset against state tax refund?
Allow refund anticipation loans (RALs) or refund anticipation checks (RACs)?

Use private collection agencies (PCAs)?

Suspend drivers' licenses for unpaid tax debts?

State suspend professional or recreational licenses for unpaid tax debts?

Block renewal of professional or recreational licenses for unpaid tax debts?

Does the suspension or blocked renewal of a professional or recreational

license become public record?

What is the statutory period for collecting tax debts? 82
Under what circumstances can this period be extended? 83
What is the interest rate applied to outstanding tax debts? 84
Is your state required to give notice and a grace period before beginning 85
collection action? 86
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Example:
Collections
gquestions

Does a lien arise against a taxpayer's property upon assessment of tax?

Is a lien required before your state can levy a bank account or wages?
Must a lien be filed in the public record before collection action can begin?
Must a judgment be entered against a taxpayer before collection action can
Do taxpayers have the right to:

Installment agreements?

Offers in Compromise, Doubt as to Liability?

Offers in Compromise, Doubt as to Collectibility?

Offers in Compromise on equitable grounds?

Lien withdrawals?

Discharge of property from the effect of the tax lien?

Lien subordination?

If your state does offer OICs, what entity reviews applications?

What is the process for applying for a collection alternative?

Do taxpayers have the right to representation during collection action?

Do taxpayers have the right to an administrative appeal of a proposed collection
or the rejection of a collection alternative?



Preliminary Results: Collections

* As of May 15, the Center has received full survey from five states, and
two partially completed surveys.
* Alabama, lllinois, New Jersey, Texas, Utah
* Indiana, California (partial)

* Only one state (Texas) suspends driver’s licenses for unpaid tax debts,
but several other states can suspend professional and recreational
licenses for unpaid taxes.

ree states (lllinois, New Jersey, Utah) allow and regulate refund
ipation checks (RACs) and refund anticipation loans (RALs).

ates (Alabama, Utah), no property is exempt from levy.




* We also asked about state-level protection
of taxpayer rights.

o * Of the five complete responses:
P e | IMINda ry * Three have state taxpayer advocates (Alabama,

New J ' Utah
ReSUltS: TaXpayer ew Jersey, Utah)

* Two regulate commercial return preparers

nghtS (Alabama, Illinois)

* Four use private collection agencies (lllinois,
New Jersey, Utah, Texas)

 All have a taxpayer bill of rights (or some
variation)

-



e Survey questions: anna@taxpayer-rights.org
* Center for Taxpayer Rights: https://taxpayer-rights.org/
 LITC Support Center: https://litcsupportcenter.org/
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