© 00 N o O W DN PP

W W NNNNMNNNMNNNNRRRRRRR PR P R
P O © 0 ~N O U0 B»WNIEREPRLO O ONOO O M WN PR O

Florida Senate - 1998 CS for SB 498

By the Committee on Vﬂﬁﬁ and Means and Senators Sullivan,
Latval a, Brown-Waite
Bronson, Dyer, Thomas, Kurt

dIeK, Grant, Casas, Kirkpatrick,
, Harris and Ostal ki ewi cz

301-2019-98

A bill to be entitled
An act relating to tax administration; creating
s. 213.285, F.S.; authorizing the Departnment of
Revenue to initiate a certified audits project
under which taxpayers may hire qualified
practitioners to review and report on their tax
conpl i ance; providing definitions; providing
requi rements for participation by such
practitioners and taxpayers; providing
requirenments for the conduct of certified
audits; providing status of the audit report;
providi ng rul emaki ng authority for the
Depart nent of Revenue; anending s. 213. 053,
F.S.; authorizing the departnent to provide
certain information to the Board of Accountancy
or to a court with respect to a certified
public accountant participating in the project;
anmending s. 213.21, F.S.; authorizing
settl enment or conpronise of penalties and
abat enent of interest for taxpayers who
participate in the project; providing for
repeal of the certified audits project;
provi di ng an appropriation and authori zi ng
positions within the departnent; providing an
ef fective date.

Enacted by the Legislature of the State of Florida:

Section 1. Section 213.285, Florida Statutes, is

created to read

213.285 Certified audits. --
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(1) As used in this section, the term

(a) "Certification program neans an instructiona

curriculum exam nation, and process for certification

recertification, and revocation of certification of certified

public accountants which is admi nistered by an i ndependent

provider and which is officially approved by the departnment to

ensure that a certified public accountant possesses the

necessary skills and abilities to successfully perform an

attestation engagenent for tax conpliance reviewin a

certified audits project.

(b) "Departnent" neans the Departnent of Revenue.

(c) "Participating taxpayer" means any person subj ect

to the revenue | aws adnini stered by the departnent who enters

into an engagenent with a qualified practitioner for tax

conpl i ance review and who i s approved by the departnent under

the certified audits project.

(d) "Qualified practitioner" nmeans a certified public

accountant who is licensed to practice in Florida and who has

conpl eted the certification program

(2)(a) The departnent is authorized to initiate a

certified audits project to further enhance tax conpliance

reviews perforned by qualified practitioners and to encourage

taxpayers to hire qualified practitioners at their own expense

to review and report on their tax conpliance. The nature of

certified audit work perforned by qualified practitioners

shal | be agreed-upon procedures in which the departnent is the

specified user of the resulting report.

(b) As an incentive for taxpayers to incur the costs

of a certified audit, the departnent shall conpronise

penalties and abate interest due on any tax liabilities

revealed by a certified audit as provided in s. 213.21. This
2
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authority to conpromnise penalties or abate interest shall not

apply to any liability for taxes that were collected by the

participating taxpayer but that were not renmtted to the

depart nent.
(c) The certified audits project is repealed on July

1, 2002, or upon conpletion of the project as determ ned by

t he departnent, whichever occurs first.

(3) Any practitioner responsible for planning,

directing, or conducting a certified audit or reporting on a

participating taxpayer's tax conpliance in a certified audit

nmust be a qualified practitioner. For the purposes of this

subsection, a practitioner is considered responsible for

(a) "Planning" in a certified audit when perforn ng

work that involves deternining the objectives, scope, and

net hodol ogy of the certified audit, when establishing criteria

to evaluate matters subject to the review as part of the

certified audit, when gathering information used in pl anni ng

the certified audit, or when coordinating the certified audit

with the departnent.

(b) "Directing" in a certified audit when the work

i nvol ves supervising the efforts of others who are invol ved or

when reviewing the work to deternmine whether it is properly

acconpl i shed and conpl ete.

(c) "Conducting" a certified audit when performng

tests and procedures or field audit work necessary to

acconplish the audit objectives in accordance with applicable

st andar ds.
(d) "Reporting" on a participating taxpayer's tax

conpliance in a certified audit when determning report

contents and substance or review ng reports for technica

content and substance prior to issuance.
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(4)(a) The qualified practitioner shall notify the

departnment of an engagenent to performa certified audit and

shal | provide the departnent with the infornmation the

departnment deens necessary to identify the taxpayer, to

confirmthat the taxpayer is not already under audit by the

departnent, and to establish the basic nature of the

t axpayer's busi ness and the taxpayer's potential exposure to

Florida revenue laws. The information provided in the

notification shall include the taxpayer's nane, federa

enpl oyer identification nunber or social security nunber

state tax account nunber, mailing address, business |ocation

and the specific taxes and period proposed to be covered by

t he engagenent for the certified audit. 1In addition, the

noti ce shall include the nanme, address, identification nunber

contact person, and tel ephone nunber of the engaged firm

(b) |If the taxpayer has not been issued a witten

notice of intent to conduct an audit, the taxpayer shall be a

participating taxpayer and the departnent shall so advise the

qgualified practitioner in witing within 10 days after receipt

of the engagenent notice. However, the departnment nay excl ude

a taxpayer froma certified audit or may linit the taxes or

periods subject to the certified audit on the basis that the

departnent has previously conducted an audit, that it is in

the process of conducting an investigation or other

exam nation of the taxpayer's records, or for just cause

determ ned solely by the departnent.

(c) Notice of the qualification of a taxpayer for a

certified audit shall toll the statute of linmitations provided

ins. 95.091 with respect to the taxpayer for the tax and

peri ods covered by the engagenent.
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(d) Wthin 30 days after receipt of the notice of

gualification fromthe departnent, the qualified practitioner

shal |l contact the departnent and subnmit a proposed audit plan

and procedures for review and agreenent by the departnent.

The departnment may extend the tine for subm ssion of the plan

and procedures for reasonable cause. The qualified

practitioner shall initiate action to advise the departnent

t hat amendnent or nodification of the plan and procedures is

necessary in the event that the qualified practitioner's

i nspection reveals that the taxpayer's circunstances or

exposure to the revenue laws is substantially different than

as described in the engagenent notice.

(5) Upon the departnent's designation of the

agr eed- upon procedures to be followed by the practitioner in

the certified audit, the qualified practitioner shall perform

t he engagenent and shall tinely submit a conpleted report to

the departnent. The report shall affirmconpletion of the

agr eed- upon procedures and shall provide any required

di scl osures.

(6) The departnent shall review the report of the

certified audit and shall accept it when it is deternined to

be conplete. Once the report is accepted by the departnent,

the departnent shall issue a notice of proposed assessnent

reflecting the determination of any additional liability

reflected in the report and shall provide the taxpayer with

all the normal paynent, protest, and appeal rights with

respect to the liability. 1In cases where the report indicates

an over paynent has been nade, the taxpayer shall subnit a

properly executed application for refund to the departnent.

O herwise, the certified audit report is a final and

concl usive deternination with respect to the tax and period
5
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covered. No additional assessnent nmay be made by the

departnent for the specific taxes and period referenced in the

report, except upon a showing of fraud or nisrepresentation of

material facts and except for adjustnents nade under s. 220.23

or s. 198.16. This determination shall not prevent the

departnent fromcollecting liabilities not covered by the

report or fromconducting an audit or investigation and naking

an assessnent for additional tax, penalty, or interest for any

tax or period not covered by the report.

(7) To inplenent the certified audits project, the

departnent shall have authority to adopt rules relating to:

(a) The availability of the certification program

required for participation in the project;

(b) The requirenents and basis for establishing just

cause for approval or rejection of participation by taxpayers;

(c) Procedures for assessnment, collection, and paynment

of liabilities or refund of overpaynents and provisions for

taxpayers to obtain informal and formal review of certified

audit results;

(d) The nature, frequency, and basis for the

departnent's review of certified audits conducted by qualified

practitioners, including the requirenents for docunentation

wor k- paper retention and access, and reporting; and

(e) Requirenents for conducting certified audits and

for review of agreed-upon procedures.

Section 2. Paragraph (o) is added to subsection (7) of
section 213.053, Florida Statutes, to read:

213.053 Confidentiality and information sharing. --

(7) Notwi thstandi ng any other provision of this
section, the departnent may provide:
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1 (o) Infornmation contained in returns, reports,

2 | accounts, or declarations to the Board of Accountancy in

3| connection with a disciplinary proceedi ng conducted pursuant

41 to chapter 473 when related to a certified public accountant

5| participating in the certified audits project, or to the court
6]in connection with a civil proceedi ng brought by the

7 | departnent relating to a claimfor recovery of taxes due to

8 | negligence on the part of a certified public accountant

9| participating in the certified audits project. In any

10 | judicial proceeding brought by the departnent, upon notion for
11 | protective order, the court shall linmt disclosure of tax

12 | informati on when necessary to effectuate the purposes of this
13 | section. This paragraph is repealed on July 1, 2002.

14

15 | Di scl osure of information under this subsection shall be

16 | pursuant to a witten agreenent between the executive director
17 | and the agency. Such agencies, governnental or

18 | nongovernnental, shall be bound by the sane requirenents of

19 | confidentiality as the Departnent of Revenue. Breach of
20| confidentiality is a misdeneanor of the first degree,
21 | puni shabl e as provided by s. 775.082 or s. 775.083.
22 Section 3. Subsection (7) is added to section 213.21
23| Florida Statutes, to read
24 213.21 Informal conferences; conprom ses. --
25 (7) In order to determ ne whether certified audits are
26 | an effective tool in the overall state tax collection effort,
27 | the executive director of the departnment or the executive
28 | director's designee shall settle or conpronise penalty
29 | liabilities of taxpayers who participate in the certified
30| audits project. As further incentive for participating in the
31| program the departnent shall abate the first $25,000 of any
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1|interest liability and 25 percent of any interest due in

2 | excess of the first $25,000. A settlenent or conpronise of

3| penalties or interest pursuant to this subsection shall not be
4| subject to the provisions of paragraph (3)(a), except for the
5| requirenent relating to confidentiality of records. The

6 | departnent nmay consider an additional conpronise of tax or

7] interest pursuant to the provisions of paragraph (3)(a). This
8 | subsection does not apply to any liability related to taxes

9] collected but not renitted to the departnent. This subsection
10 is repealed on July 1, 2002.

11 Section 4. The sum of $264,798 is appropriated from
12 | the General Revenue Fund to the Departnent of Revenue, and two
13 | positions are established within the departnent, for the

14 | purpose of inplenenting the provisions of this act. To

15| expedite the inplenentation of the program the Departnent of
16 | Revenue shall contract with the Florida Institute of Certified
17 | Public Accountants for instructional curriculumand

18 | exami nations for the purposes of this act.

19 Section 5. This act shall take effect July 1, 1998.

20
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1 STATEMENT OF SUBSTANTI AL CHANGES CONTAI NED I N
COW TTEE SUBSTI TUTE FOR
2 SB 498
3
4| The conmittee substitute for SB 498 gives the Departnent of
c Revenue authority to adopt rules relating to:
the availability of the certification programrequired for
6| participation ih the certified audit projeéect;
7| the requirenents and basis for establishin? just cause for
8 approval or rejection of participation by taxpayers;
rocedures for assessnent, collection, and paynment of
9 iabilities or refund of overpaynents and provisions for.
taxpayers to obtain informal and formal review of certified
10 | audit resul ts;
11| the nature, frequency and basis for the departnent's review of
certified audits conducted by guallfled practitioners,
12 | including the requirenent for docunentations, work paper
13 retention and access, and reporting; and
requi rements for conducting certified audits and for review of
14 | agreed upon procedur es.
15
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