COMMITTEE REPORT
February 22, 2012

	S. 11

Introduced by Senators McConnell, Cromer, McGill, Rose, Grooms, Campsen and Alexander

S. Printed 2/22/12--S.
Read the first time January 11, 2011.
            

THE COMMITTEE ON FINANCE
	To whom was referred a Bill (S. 11) to amend the Code of Laws of South Carolina, 1976, enacting the “Taxpayer Fairness Act” by adding Section 12‑4‑397 so as to provide the manner, etc., respectfully
REPORT:
	That they have duly and carefully considered the same and recommend that the same do pass with amendment:

	Amend the bill, as and if amended, by striking SECTION 2 and inserting:
	/		SECTION	2.	Article 3, Chapter 4, Title 12 of the 1976 Code is amended by adding:
	“Section 12‑4‑397.	(A)	For purposes of this section, a ‘tax statute of this State’ means a statute imposing a tax or fee administrated by the South Carolina Department of Revenue.
	(B)	In applying the tax statutes of this State, the department’s interpretation of the statutes must be based on the plain meaning of the statute’s text and the legislative intent giving rise to the enactment of the statutes.
	(C)	Terms contained in the tax statutes of this State may not be given broader meaning in policy documents or regulations of the department beyond the meaning of the statute.
	(D)	At least twice annually, the department shall submit a report to the Governor, the President Pro Tempore of the Senate, the Speaker of the House of Representatives, the Chairmen of the Senate Finance Committee, and the Chairman of the House Ways and Means Committee regarding any discovered ambiguity in the meaning of a tax statute.  The first report must be submitted no later than May first and the second report must be submitted no later than November first of each year.”		/
	Renumber sections to conform.
	Amend title to conform.

HUGH K. LEATHERMAN, SR. for Committee.
            

STATEMENT OF ESTIMATED FISCAL IMPACT
REVENUE IMPACT 1/
	This bill, as amended, is not expected to affect general fund revenue in FY2012-13.
Explanation of Amendment (February 7, 2012) – By the Senate Finance Sales & Income Tax Subcommittee
	This amendment would strike Section 2 in its entirety and insert language to remove the requirement if any ambiguity in the application of revenue statutes in the filing of a tax return exist, the disputed tax assessments of the Department of Revenue must be resolved in favor of the taxpayer. The phrase “tax statute of this State” means a statute imposing a tax or fee administered by the South Carolina Department of Revenue. This amendment would also require the Department of Revenue to interpret the revenue statutes based on the plain meaning and legislative intent of the statute. The terms contained in the tax statute may not be given broader meaning in policy documents or regulations of the department. This bill would also require the Department of Revenue to report any ambiguity in the interpretation of a tax statute to the Governor, the President Pro Tempore of the Senate, the Speaker of the House of Representatives, and the Chairmen of the Senate Finance Committee and the House Ways and Means Committee. The first report must be submitted no later than May first and the second report must be submitted no later than November first of each year. This bill, as amended, is not expected to affect general fund revenue in FY2012-13.
Explanation of Bill filed January 11, 2011
	This bill would add Section 12-4-397 to create the “Taxpayer Fairness Act” that if any ambiguity in the application of revenue statutes in the filing of a tax return must be resolved in favor of the taxpayer. The Department of Revenue would have to interpret the revenue statutes based on the plain meaning and legislative intent of the statute, and must not give broader meaning in policy documents or regulations of the department. This bill would also require the Department of Revenue to report any ambiguity in the interpretation of a revenue statute to the Governor, the President Pro Tempore of the Senate, the Speaker of the House of Representatives, and the Chairmen of the Senate Finance Committee and the House Ways and Means Committee. This bill would require the disputed assessments between the Department of Revenue and taxpayers to be resolved in the favor of the taxpayers. Tax disputes and issues of compliance with the tax statutes occur every tax year. Tax settlements usually result in regular enforced collections of $300,000,000 to $400,000,000 per year. According to figures provided by the Audit Division of the South Carolina Department of Revenue, audits of tax returns produced assessments totaling $390,788,169 in FY2009-10. Of those assessments, $56,873,246 was paid in FY2009-10. The Department of Revenue is still working on the remaining $333,914,923. The Department of Revenue has advised the BEA, that this bill would inhibit the Department of Revenue’s ability to collect an estimated $350,000,000 of tax revenue in FY2012-13. This act takes effect upon approval by the Governor.

	Approved By:
	Frank A. Rainwater
	Board of Economic Advisors

1/ This statement meets the requirement of Section 2-7-71 for a state revenue impact by the BEA, or Section 2-7-76 for a local revenue impact or Section 6-1-85(B) for an estimate of the shift in local property tax incidence by the Office of Economic Research.
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[bookmark: billhead][bookmark: whattype]A BILL

[bookmark: titletop]TO AMEND THE CODE OF LAWS OF SOUTH CAROLINA, 1976, ENACTING THE “TAXPAYER FAIRNESS ACT” BY ADDING SECTION 12‑4‑397 SO AS TO PROVIDE THE MANNER IN WHICH THE SOUTH CAROLINA DEPARTMENT OF REVENUE MUST INTERPRET TAX STATUTES OF THIS STATE, TO PROVIDE THAT TERMS IN THE TAX STATUTES OF THIS STATE MAY NOT BE GIVEN BROADER MEANING THAN INTENDED BY POLICY DOCUMENTS AND REGULATIONS OF THE DEPARTMENT OF REVENUE, TO PROVIDE THAT AMBIGUITY IN TAX STATUTES MUST BE RESOLVED IN FAVOR OF THE TAXPAYER, TO REQUIRE THE DEPARTMENT TO REPORT AMBIGUITIES TO CERTAIN MEMBERS OF THE GENERAL ASSEMBLY, AND TO DEFINE “TAX STATUTES OF THIS STATE”.
[bookmark: titleend]
Be it enacted by the General Assembly of the State of South Carolina:

SECTION	1.	This act may be cited as the “Taxpayer Fairness Act”.

SECTION	2.	Article 3, Chapter 4, Title 12 of the 1976 Code is amended by adding:

	“Section 12‑4‑397.	(A)	For purposes of this section, a ‘tax statute of this State’ means a statute imposing or relating to the imposition or nonimposition of a tax or fee administrated by the South Carolina Department of Revenue.
	(B)	In applying the revenue statutes of this State, the department’s interpretation of those statutes must be based solely on the plain meaning of the statute’s text and the legislative intent giving rise to the statute’s enactment.
	(C)	Terms contained in the tax statutes of this State may not be given broader meaning in policy documents or regulations of the department beyond the meaning of the statute.
	(D)	If the application of subsection (B) of this section results in ambiguity with respect to the correct application of the statute, then that ambiguity must be resolved in favor of the taxpayer.  The department shall report any ambiguity to the Governor, the President Pro Tempore of the Senate, the Speaker of the House of Representatives, and the respective Chairmen of the Senate Finance Committee and the House Ways and Means Committee.”

SECTION	3.	This act takes effect upon approval by the Governor.
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