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New local calculation biggest change for 1999 returns

rates willlook drastically

M aryland’s localincome tax  state tax liability is now 2.51% of

now flow through the local tax
taxable income. The change was calculation for simplification pur-

different this year, thanks made to eliminate the separate locaposes. To offset this local revenue

to legislation that simplified the local tax calculation (necessitated by a

calculation. But on average, the

impact on taxpayers will be about flow through to the local tax) that

the same.
For example, the old Anne

loss, the effective local rates increase
phased-in state tax cut that doesn’t slightly, although, on average, tax-
payers’ liability will not change.
bedeviled many taxpayers lastyear.  The chart on page 2 lists local
The personal exemption increasestes for tax years 1999 and 2000.

Arundel County rate of 50% of the that are part of tax reduction will

Comptroller’'s Comments

Electronic filing keeps growing

During my firstincome tax filing
season as comptroller, | took a

special interest in our electronic filing

program, because it's something
that’s good for people, good for
business, and good for the
Comptroller’s Office.

So I’'m happy to report that
Maryland’s electronic filing program
had a record year, passing the
300,000 returns filed mark for the
first time by the end of August.
That'’s 35 percent more than were
filed at the same time last year!
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Most of those returns — more than bank accounts. It's also the safest
278,000 — were filed through profes- and easiest way to get your refund -
sional tax preparers, whichmakes  no lost checks, no trips to the bank.
them a major part of our success. Our  aj| kinds of people benefit from

firstyear of online filingwas also a hit, gjectronic filing. 1 do know that senior
with more than 21,600 returns filed by jtizens definitely take advantage of

personal computer. This year, we'll betechnology. In fact, last year 15,474
working with commercial software  senjor citizens over 65 filed electroni-

companies to help them promote theirca”y' proving that you're never too
free online filing for low and moderate g to learn new technology!

Income taxpayers. . As comptroller, | want to make
Alot of people who filed elec-  technology more accessible for

tronically this year, more than 78,oooevery0ne, and | look forward to the

also used direct deposit for their  pncoming filing season as we work

Maryland refund. Why should peopleqward another record year for
choose direct deposit? Because it's glectronic filing.

the fastest way to get your money into _
./{/ym / kﬂﬁ&

your bank account. Lastyear, it
usually took only 48 hours for elec-

William Donald Schaefer
Comptroller of Maryland

tronic filers to have their Maryland
refunds deposited directly into their
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Enforcement activities

Field Enforcement agents make cigarette smuggling busts

From July 1, 1999, when Maryland cigarette tax in- packs. “Eventually cigarette smugglers are going to get the
creased from 36 cents to 66 cents per pack, through the endssage: yo can'’t circumvent Maryland tax law,” said
of September, agents of the comptroller’s Field Enforceme@omptroller William Donald Schaefer.

Division have made eight arrests for cigarette smuggling.  The maximum penalty is a $1,000 fine and/or one year
That surpasses the total of five arrests for all of the imprisonment on the possession charge and a $6,750 fine
previous fiscal year. The most recent arrest came on Septand/or one year imprisonment on the transportation charge.
ber 30, when agents stopped a Virginia man in Montgomery
County for unlawful transportation and possession of 3,940

packs of cigarettes not bearing Maryland tax stamps.

Since the tax was increased on July 1, agents have
confiscated 39,264 packs of untaxed cigarettes.

The largest bust came on September 20, when a New
York City Man was arrested for trying to smuggle 9,410

Other violations

e The R. J. Reynolds Tobacco Company of Win-
ston-Salem, North Carolina, was fined $5,000 for
violating the Maryland Cigarette Sales Below Cost
Act and provisions regarding cigarette buydowns.

; e Century Distributors of Rockville, Maryland, was
NeW Iocal taX CaICUIat|OnS fined $2,000 for violating the Maryland Cigarette
Sales Below Cost Act and regulations involving
1999 2000 the wholesaler’s cost of doing business.
COUNTY RATE RATE e Joseph E. Seagram & Sons Inc. of New York,
ALLEGANY > 83 > 82 New Y?rl;_,l was flne_ctl $1,500 f(()jr_ falltur(tehto o
ANNE ARUNDEL 551 550 properly file a new item according to the Price
BALTIMORE 2.77 2.76 Filing Regulation.
BALTIMORE CITY 2.50 2.48 e Hanmi Inc. of Columbia, Maryland, was fined
CALVERT 2.52 2.52 $1,500 for violating the price filing regulation and
CAROLINE ** 3.04 2.77 providing sonething of value to a retail licensee.
CARROLL 2.77 2.77 e Heath Communications Inc. t/a Training For
CECIL 2.52 2.51 . .
CHARLES 557 581 Intervention Procedures (TIPS) of Arlington,
DORCHESTER 552 551 Virgin_ia, was fined $1,000 f_or aIIowi_ng instruc-
FREDERICK 252 251 torswithout the poper permit to provide TIPS
GARRETT 254 253 training and operate as agents of TIPS.
HARFORD 2.52 2.51 e L. J. Zucco of Vineland, New Jersey, was fined
HOWARD 241 241 $1,000 for violating the Maryland Cigarette
llfﬂ%l\ll\JTTGOMERY _ ggi ;Sé Sales Below Cost Act.
PRINCE GEORGE'S 301 3.00 o Paciﬁc Company Inc_:. of_RockviIIe, Mary!qnd,
QUEEN ANNE'S 277 276 was fln_ed $800 for qulatlon of th_e price filing
ST. MARY'S 292 292 regulation and providing something of value to a
SOMERSET 3.03 3.01 retail licensee.
TALBOT 1.76 1.75 * Old Dominion Brewing Co. LLC of Baltimore,
WASHINGTON 2.52 2.51 Maryland, was fined $750 for the improper
WICOMICO 3.02 3.01 receipt and sale of malt beverage products.
WORCESTER ** 1.01 1.25 o .
_ , , e Bond Distributing Company of Baltimore was
**Counties that passed resolutions changing local . . . .
fined $500 for following improper procedures in
rates to other than HB1149. . . . .
renting a refrigerated vehicle to a retail licensee.
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Maryland expands refund offsets
Connecticut agreement

By signing a reciprocal agreement with the state of the-nation reciprocal agreement beginning with the 1999
Connecticut, Comptroller William Donald Schaefer has  filing season.
expanded Maryland'’s efforts to collect past due income
taxes from people who have left the state.

Under the agreement, each state will
intercept income tax refunds of individuals
who owe delinquent income tax to either sta

The offset will start with returns filed in 2000. people outside Maryland is more time-consuming and

The Maryland General Assembly first au expensive than collecting from Maryland residents, the
rized reciprocal refund intercept agreements at its 1998 offset program saves the state both time and money,” said
session. Maryland and Delaware entered into the first-ircomptroller Schaefer.

Through September 9, 1999, Delaware offset
$168,075 from 744 individuals for unpaid Maryland
income taxes, while Maryland offset $176,446
from 678 Delaware tax delinquents.

“Because collecting past due taxes from

Please turn to Offsets on page7

Classes highlight changes, updates

Federal-state tax institutes Electronic filing seminars

Who? Tax professionals interested in getting ajump on  The Comptroller of the Treasurgnd the IRS sponsor
the income tax filing season as well as earning eight  these free seminars for tax preparers who offer elgc-
continuing Professional Education credit hours from the tronic filing. The seminars, which cover the latest

Maryland Board of Public Accountancy. developments in electronic filing, are free and don't

What? Why? The Maryland program will cover tax law fequire preregistration.

changes, especially the simplified local tax calculation, as well For more information on electronic filing seminars,
as the latest regulations, administrative releases, and chanqdease call Luc Guinand at 410-260-7753. The seminars
in Marylandforms. The $150 registration fee includes theavill be held on the following dates:
sessions, a valuable reference manual, a catered lunch,

and a certificate of attendance.

Wh d where? When and where?
en andwnere:-

) _ ) _ October 7 9:00 a.m.  Baltimore Life Resource
November 4 Salisbury  @lisbury State University Center, Harbor Hospital
November 16 Frederick Holiday Inn October 13 10:00a.m. HagerstownRm. 104,
November 23 Bltimore  Holiday Inn, Inner Harbor Hagerstown Center of F.S.U.
December 4 College Park Univ. of Md. College Inn & October 14  9:00 a.m.  Beltsville USDA Agricultural
Conference Center Research Center
December 9 Rockville Univ. of MdShady Grove  October 15 10:00a.m. Salisbury State Multiservide
Center Center

How? For more information, call the University of Maryland University College Center for Profes-
sional Development at 301-985-7644 or 800-444-6853 or go onlmewiumuc.edu.taxinstand
click on "More Information.” Fax if paying by VISA or MasterCard at 301-985-7887.
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The courts decide. . .

Out of state retailers held
liable for collecting tax

Sales & use tax and repairs in Maryland. Notingthe  comptroller, as required by state law.
volume of business conducted in Nor did Mr. Pizza Il comply with the
Maryland and the extent of Royal's  notice requirements of the Bulk Transfer
Nexus creates use tax oblia service to Furnitureland, Judge Ronald Act of the Commercial Law Article.
: e 98~ A. silkworth concluded thatboth The Bulk Transfer Act contains a
tion. The Circuit Court for Anne _ e _ ;
Arundel County has ruled that an out- companies have sub§tant|al_nexus N six-month limitation period, during

y Maryland, that Royal is Furnitureland's \yhjch creditors must file some type of

of-state furniture retailer and the
; agent and that, conse- ;
company that delivers g action to collect on a debt owed by the

its furniture must Y ) quently, both companiesp | transfer seller. The Tax-General
collect the Maryland must co.llect the tax. Article does not contain sucha
use tax on all goods — Furnitureland and  limitation. The comptroller started its
sold and delivered to Royal, relyingonthe assessment after the six-month

customers in Mary- U.S. Supreme Court limitation period expired.

land (Comptroller v. decision inNational However, the court held that the
Furnitureland Bellas Hesg1967),  gix-month limitation did not prohibit
South, Inc. and Royal Transport, 2argued that Royal was a common  the comptroller's assessment under
Inc., August 13, 1999). carrier and that the “safe harbor” for ine Tax-General Article. It found

out-of-state vendors whose only that th troller’ t
The key issue was whether or not L : at the comptrofiers assessmen
Y connection with customersinthe  5qainst the purchaser was neither an

these businesses had nexus in Mary-, . ; : :
: V"taxing state is by common carrier or action or levy” to attack the transfer
land. Furnitureland, a North Carolina, s | lied d _
, - the U.S. mail applied. ButJudge or goods nor an “action or levy”
retailer, does not deliver in Maryland Silk h rei d thi . .
N - likworth rejected this argument, under the Commercial Law Article.
using its own trucks. Instead, it uses .. : : .
noting that the personalized delivery . pizza 11, Inc. has appealed to
Royal Transport, Inc., a company d ; ; ided by Roval R '
financed by Furnitureland, as its carrieraln R oo POV Y BV the Circuit Court for Anne Arundel
y : doesn't fit within the meaning of the  coynty.
Royal collects more than $200,000 term “common carrier.” The defen-
in C.0.D. payments on more than 100 dants have appealed to the Court of o
Furnitureland deliveries in Maryland  Special Appeals of Maryland. Admissions &
each month in trucks with Furnitureland Amusement Tax
advertising displayed on the side.
Royal’s drivers sometimes carry :
extra items for sale to customers on Bulk sale transfer. On May 3, - Dlr_mer theaters. In a case
. : . 1999, the Maryland Tax Court af- involving a dinner theater, the Court of
Furnitureland’s behalf, install and set -7~ :
: : : firmed the comptroller's assessment oppecial Appeals of
up furniture on site, make repairs on A
, - : sales and use tax based on the liabilitMaryland has agree
damaged furniture being delivered as o with the comptroller
well as furniture that was previously ©f @ company acquired in a bulk sale.

. I . that the full amount
In Mr. Pizza Il, Inc. v. Comptrol- L
delivered, and facilitate returns. p of the admissions

Under Maryland law, the comptrol- ler, Mr. Pizza Il had purchased the charge is subject to the

ler can require an out-of-state busineé%sselts ofPPa(rjdners,I Inc.hlnda bulk sale. | - cions and amusement tax.
to collect the use tax when it has an ransfer. Paraners, Inc. had an out-

agent or representative that delivers, stapdlngf sr?les andf use tax liability. hNo
sells, takes orders, or provides servic&©tice Of the transfer was sent to the

Please turn to Courts on the next page
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The courts decide. . .

Courts from previous page

The court rejected two jurisdic-

In Day Sky Ltd., T/A Chesapeakéional arguments made by the state. and to foster and promote temper-

Music Hall v. Comptroller decided

July 6, 1999, Chesapeake Music Hall the anti-competitive effect of the

However, it held that, notwithstandingance. "It is rational and accords

perfectly with common sense, the

beverage laws to eliminate price wars

argued that the meal component of thenti-discount and price filing require- court wrote, “that liquor, being subject

charge should be separated from thements, the state's power under the to abuse, is more readily abused when
show component and subjected to thefwenty-First amendment to regulate more readily available, and it is a
5% sales tax rather than the applicabfnd control the sale and distribution matter of simple economics that, the

10% admissions tax.

But in affirming decisions of the
Maryland Tax Court and the Circuit
Court for Anne Arundel County (see
ReveNewsNinter 1998, Vol. 19, No.

reasonably related to the show and that

no such allocation should be permitted

Alcoholic Beverage
Regulation

Price regulations. The United
States District Court for the District
of Maryland has upheld several
Maryland statutes and regulations
governing the wholesale price for
wines and liquors.

On September 1, 1999, the court
rejected a challenge brought by a
large Baltimore County retailer,
Beltway Fine Wines and Spirits,
claiming that provisions of Maryland
law prohibiting price discounting by
manufacturers and wholesalers and
requiring monthly price schedule
filings with the Comptroller's Office
violated federal antitrust laws and
therefore were illegal.

The suit was filed against Comp-
troller William Donald Schaefer and
Charles W. Ehart, director of the
Alcohol and Tobacco Tax Unit and
sought an injunction against further
enforcement of the discounting and
price filing provisions.

policy of the Maryland alcoholic
1), the court agreed that the dinner was

of alcoholic beverages overrode the lower the price of a commodity, the
strong concerns of the federal antitrusnore readily available it is.” Conclud-
laws to promote competition.

ing that the state did have the right
The court relied on the stated

ance, the court dismissed the suit.

Don’t ignore
compliance notices

ou've just received a compli- We urge people who receive the
Yance notice from the compliance assessments to contag

Comptroller’s Office. us at 410-767-1966 in tiBaltimore
Should you panic? area or toll-free 1-800-648-968&m

No, but you shouldn’t send it to elsewhere to _resoIV(_a f[he_ matter
the recycling pile either. From now before collection activity is started.
through December 1999, 18,000 In another compliance pro-
individuals who didn’t respond to an gram, 3,000 taxpayers will be
earlier filing inquiry notice are receiving notices asking them to
receiving estimated assessments foclarify income reported on their
tax year 1997. 1997 Maryland returns. Maryland

The original notices went to law requires that the same incom

peoplewho filed a federal return with P€ reported on the Maryland

a Marylandaddress for tax year return as on the federal return.

1997 but didn’t file a Mryland Each year, through a program

return for the same year. known as FAGIM or Federal
Thereare many valid reasons Adjusted Gross Income Match, we

why you or your clients might not ~ compare the amounts and send
have filed a Maryland return for the Notices to taxpayers when we find
year in question, but we have no  discrepanciesAgain, when these
way of knowing unless you tell us,  notices are ignored, wassess

which is why the initial notices asked €Stimated tax due, so please be su
for clarification. to respond to the FAGIM notices.

to

enact measures designed to maintain
prices at a level that promoted temper-

—*

D

=

e
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National Nexus Program

Voluntary disclosure can help businesses

You don'thavea business in property, or other property. A good ment of potential tax liabilities arising
Maryland, so you donilo business example of a nexus issue involving sale¢rom past business activities.
here and don’t have to collect state taxis detailed in the Furnitureland South A detajled description of the

tax, right? Not necessarily. case in this issue éteveNews But voluntary disclosure program written
The key to whether or not a busines§€XUs can also impactincome and  py 1. Beau Baez Ill, Counsel for the
must collect tax in a certain state is the franchise tax liability. MTC National Nexus Program, is

complex issue of nexus connection, or To help businesses to learn about available in the online version of
business presence. Some cases are and comply with state tax obligations, ReveNewdound on the comptroller’s
clear cut. A company must collect salethe National Nexus Program of the website atvww.marylandtaxes.com

tax on out-of-state catalogue purchasesMultistate Tax Commission (MTC) If you have questions about the
if they have a store in the state the has developed a voluntary disclosure voluntary disclosure program or would
customer is ordering from. Other casegprogram. This innovative program like to initiate a disclosure. contact H.

are more complex. Companies can  allows companies to resolve potential gegy Baez or Thomas K.E. Shimkin at
create sales tax liabilities through their tax liabilities at one time with member he Multistate Tax Commission. 444
use of in-state permanent or temporarystates, including Maryland. Through North Capitol Street, N.W., Suite 425

employees, traveling salesmen, indeperthe program, companies may approa‘\ﬂ/ashington D.C. 20001; telephone 202-
dent contractors, inventory, leased states anonymously to propose settle5g_3800:e-mail at nexus@mtc.gov

We're looking for ways to
enhance our services. . .

.to the tax professional and business communities

.to provide ReveNews subscribers timely information
more frequently by increasing our use of e-mail and
Internet resources.

® Do you have e-mail and Internet We also want your opinion.
access that would allow you to use an
electronic version of ReveNews?

® Would you like to receive more
information from the Comptroller’s Office
electronically?

Please direct any questions or comments
about receiving ReveNews as a digital rather
than paper publication to:

Schaefer Service
Office of Communications

If so, please send us your e-mail address : _
to the SchaeferService@comp.state.md.us P.O. Box 466, Annapolis, MD 21404-0466.

so we can start to build a mailing list for Comments can be faxed to 410-974-2045.
future electronic publications.

To meet this goal, we need your input
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Focus on Maryland

Business tax tip #24 B Admissions & expands
[t t ti | faciliti
amusement tax at recreational facilities refund offsets

Focus from page 8 recreational facilitiesfrom the

activities are taxable, and how to comptroller’s website at Continued from page 3
apply the tax to equipment rentals thavaw.marylandtaxes.comor'you can

are also subject to the sales and use Call our Forms-by-Fax service at 410-|R S offsets

tax. It also answers questions about 974-FAXX (3299); ask for item 4024
lessons (basically, they’re exempt), from index 2. You can 'also call the taking advantage of a new federal
league fees (they're taxable), exemp-Taxpayer Service Section at rogram allowing state agencies to
tions (bowling alleys and lanes are oné10-260-7980 in central Maryland or prog J J

) -a00- ) participate in the federal refund offset
exemp'“on)’ and more. 1 800 MD TAXES tO” fl‘ee from i i
elsewhere to receive your free copy Program. Beginning January 1, 2000,
You can download a copy of of this tip. federal income tax refunds may be

Admissions & amusement tax at offset to satisfy delinquent state
income tax debts. The Comptroller’s
Office started to send notices of intent
to offset in September 1999.

To avoid having their federal

. . income tax refunds offset, taxpayers
Plenty Of ChOICeS fOI’ thlS must promptly pay the tax due or
y prove the debt is not past due or not
SeaSOn S taX pre parerS legally enforceable. Questions about
this program should be directed to the
Collections Unit at 410-974-2432 in
Again this year, tax preparers can choose from a number of paper+the Baltimore Metro area or

The Comptroller’s Office is also

saving, space-saving ways to get current and prior year Maryland-ggg-674-0016 from elsewhere.
state and local income tax forms. By filling out order forms mailgd
at the beginning of September or using other easy options, preparers ¢an
get all the forms and instructions they’ll need for the upcoming filing
season. Among the options:

Do you have any

' ?
® Free CD Rom. This year’s CD will feature forms and tax queStlonS :

instructions for tax years 1999, 1998, 1997, and 1996.
Last year, 44 percent of preparers ordering forms ordered Visit our website at:

the free CD.
www.marylandtaxes.com

® Package X The reproducible Package X contains all of
the 1999 forms and instructions, eliminating the need for e-mail:

preparers to stock up on tax booklets. taxhelp@comp.state.md.us

® [nternet. Visit us atwww.marylandtaxes.comfor tax _
forms and instructions, a special section for tax preparers, Telephone:
an electronic filing bulletin board, and more. 410-260-7980

® Forms-by-Fax. Use this fax-on-demand system to get (Central Maryland)
forms and publications 24 hours a day, seven days a week 1-800-MD TAXES
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Focus on

Business tax tip #24 — Admissions &
amusement tax at recreational facilities

If you operate a golf course, monly asked questions about that tavof recreational or sports equipment.
skating rink, or another kind of and how it might affect you. The Comptroller’s Office collects the
recreational or sports facility, youmay  The admissions and amusement @x as a service to Maryland’s munici-
be liable for a tax you mightnotbe {54 s a local tax on the gross receipt®alities and counties.
familiar with the admissions and (that s, all the money received So how do you know if you have
amusement tax. without deducting for any expenses) to collect this tax? Business tax tip

Our new tax tipAdmissions &  from admissions to a variety of eventst24 explains what is considered a
amusement tax at recreational as well as from the use of recreationalecreational or sports facility, what
facilities, answers the mostcom-  or sports facilities and the use or rentabiease tum to Focus on page 7

Help us to enhance our services -  see Page 6




