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>> SALT BRIEFS

lllinois — Tax Amnesty

The governor of Illinois, Pat Quinn,

signed into law an amnesty program for
outstanding Illinois taxes. The amnesty
program runs from October 1, 2010 to
November 8, 2010 and covers taxes due
after June 30, 2002 and before July 1, 2009.
The Illinois Department of Revenue will
mail notices over the course of the next
month to taxpayers cligible for amnesty.

In a new twist to the carrot and stick
approach, the amnesty legislation offers

the elimination of all interest in addition

to the usual abatement of related penalties.
Taxpayers must pay all taxes due during

the amnesty period or lose the benefits

of amnesty. However, tax liabilities that

are not paid during amnesty are subject

to penalties and interest at double the
applicable rates. Taxpayers who do not
receive an amnesty notice may participate
in an Illinois voluntary disclosure program
as an alternative to amnesty. Penalties are
normally abated in voluntary disclosure, and
taxpayers may apply to have interest abated
as well. However, it remains to be seen how
the Illinois Department of Revenue will
handle interest abatement for voluntary
disclosures during the amnesty period.

Amnesty is not available to any party
subject to criminal or civil investigation
and/or pending litigation for nonpayment,
delinquency, or fraud for a state tax. &

EXPIRATION OF TAX BENEFITS IN KEYSTONE
OPPORTUNITY ZONES (K0Z)

The tax benefits related to some Keystone
Opportunity Zones (KOZ), Keystone
Opportunity Expansion Zones (KOEZ),
and Keystone Opportunity Improvement
Zones (KOIZ) are set to expire on
December 31,2010. Recently, the
Pennsylvania Department of Revenue
provided some guidance regarding sales
and use tax issues related to KOZ exit dates
and the termination of sales and use tax
exemptions in a Tax Update newsletter.

Construction Contracts with a Business
Located within a KOZ

Contractors entering into and bidding

on contracts where the expiration date of
the KOZ occurs before the completion of
the project must be aware that the KOZ
exemption applies only to those purchases
that are both completed and consumed
within the KOZ on or before the expiration
date of December 31, 2010.

The exemption will not apply to any
purchases consumed after the expiration

date regardless of when the contract was
signed or when the materials were purchased.
Even if the contract was signed and all the
required materials were purchased prior to
the expiration date, the exemption will only
apply to those purchases that are consumed

before the expiration
date. All materials p
purchased prior to

but consumed after |
the KOZ expiration |
date will be subject T
to use tax.

Thus, contractors, when

bidding on projects that are beginning before
but concluding after the KOZ expiration
date, must be mindful of the materials

that will be consumed before and after

the expiration date, and calculate the tax
accordingly.

Purchase Contracts and Post-Expiration
Date Use

Businesses located within a KOZ that have
purchase contracts must notify their vendors
of their KOZ expiration date. Surplus
materials stored on site in the zone after the
expiration date are subject to use tax, even

if they are purchased prior to the expiration
date. Failure to notify vendors of the
expiration date and the continued use of the
certificate beyond the expiration date could
result in civil penalties along with repayment
of the tax and a possible business audit. &

Disclaimer: The information presented is general information and is not intended to be relied upon without
consulting a tax professional regarding your specific facts and circumstances. This advice is not intended or

written to be used for, and it cannot be used for, the purpose of avoiding any federal tax penalties that may be
imposed, or for promoting, marketing or recommending to another person, any tax-related matter.




L SCHNEIDER DOWNS

INSIGHT ®= INNOVATION = EXPERIENCE

>> STATE AND LOCAL TAX UPDATES

Kansas Offers 2010 Tax Amnesty
Program

Under Senate Bill 572, the Kansas
Legislature has authorized a tax amnesty
program for the period of September 1
through October 15, 2010 that will waive
all penalty and interest on qualifying taxes
paid through the amnesty program. Only
outstanding tax liabilities for tax periods
ending on or before December 31, 2008
will qualify for amnesty.

Tax payments made through the amnesty
program will not be eligible for a refund
or credit. Unlike recent amnesty programs
in other states including Pennsylvania, the
Kansas Department of Revenue will not
penalize taxpayers for nonparticipation.

Amnesty is not available to taxpayers

who, effective September 1, 2010, have

an audit in progress, reccived notice of a
commencement of an audit, or received
notice of an assessment due to an audit.
Also not eligible for amnesty are taxpayers
subject to administrative or judicial appeal;
criminal investigation; and/or pending
criminal or civil litigation. &

Pennsylvania Voluntary Disclosure

On August 1, 2010, Pennsylvania
reinstituted the voluntary disclosure
program that was suspended during the
state’s tax amnesty program. The voluntary
disclosure program provides taxpayers

an opportunity to disclose outstanding

INSIGHTS

TAX UPDATES FROM SCHNEIDER DOWNS

Fall 2010

OHIO COMMERCIAL ACTIVITY TAX (CAT) -

VOLUNTARY DISCLOSURE AGREEMENTS

The Ohio Department of Taxation (ODT) has
revised Information Release CAT 2008-01 on
September 1, 2010 to reflect the addition of a
look-back period for CAT voluntary disclosure
agreements (VDA). The VDA program allows
taxpayers to come forward anonymously to
comply with a taxpayer’s CAT liabilities. A
taxpayer is eligible for the VDA program if
they enter into an agreement with the ODT
prior to any contact from ODT through any
audit, compliance, or criminal investigation
programs. The look-back period under the
VDA program requires taxpayers to file for the
current period (quarter for quarterly taxpayers
and annual for annual taxpayers) and the prior
three years.

If a taxpayer desires to establish an agreement,
the taxpayer must take the following steps:

First, the taxpayer or its representative shall
send in writing the following information:

1. The taxpayer's activities in Ohio;

2. How long such activities have been
performed by the taxpayer in Ohio;

3. A brief description of the source of the
taxable gross receipts (i.c., services, tangible
personal property, etc.) and whether such
amounts will be greater than one million
dollars;

4. The taxpayer's type of organization (LLC,

C corporation, sole-proprictor, etc.);

5. 'The taxpayer's organizational structure
including ownership percentages; and
6. Any additional pertinent information.

Such information should be sent to: Ohio
Department of Taxation, Commercial Activity
Tax Division, Voluntary Disclosure Program,
30 E. Broad Street, 19th Floor, Columbus,
Ohio 43215.

Upon receipt of that letter, ODT will prepare
a VDA in duplicate and will send the VDA to
the taxpayer's representative. Generally, each
VDA will contain the following terms:

o The taxpayer must register for the tax
and file all applicable returns and pay the
corresponding liabilities and interest for
the periods covered by the VDA.

o The taxpayer waives its right to claim a
refund for the three “back” years (not the
current calendar year and/or calendar
quarter).

e The Tax Commissioner shall waive
penalties that may be associated with the
failure to register on time and failure to file
and pay on time.

e The Tax Commissioner may audit the
CAT returns filed by the taxpayer for the
years covered by the VDA.

The taxpayer must register and file all
applicable returns and pay all corresponding
liabilities and interest. &

For more information about any of these tax issues, contact:

Timothy Adams Cathy Condrac Matthew Dodge
tadams@schneiderdowns.com ccondrac@schneiderdowns.com  mdodge@schneiderdowns.com
Jennifer Koehler Mark Rossetti Jack Stewart

jkoehler@schneiderdowns.com

mrossetti@schneiderdowns.com

estewart@schneiderdowns.com
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