Alabama attempts to modernize

The superauditor experience in collections
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Ty she Spring of 2002, fustin flarrvison,
an accounmnt withomy Gem, and |
mplemenied the Governor's
superauditor progriun with rhe Finanee
Preparonent aod ihe Adabama
Deparnnent of Revenue.

This ¢tfore ro jrnpstart business 1ax
collections succeeded on some
Tevels and faded at othiers. T this
article, we sunnmarize the
program and critdgue i legaey,

The soperanditor program
involved the hiring of additonal
tax talent or superauditors, the
teaining of the Depariment of
Revenue's cinrrent aiditors, and
Joint audits by the new

]

superanditors and the old,
Gentle sensorred ones. The cunosign trgeted
e nntional taxpayers, 1 wis an eye-

Iy
o

opening experience moimany wavs, from
Hivstrating tex abuse to revealing
Depurnpent of Revenoe opendions,

-~ .
5avvy auditors

. TP o -y
produce coliections
When we arrhved on the scene, the
Department of Revenue had 15 orso
“oreign andit specialises.” who are
assiwned the sk of making sense of lax
setnrns prepared by the largest
compeuiies and the most ingenions s
sennds i the workedl G otning the
sroup and the deparoment’s hivtog of
theee supenueditors as canplovees

Bronghre the remn w4

When we joned the wnliting corpsowe

i
fornd i aosery tongh postiion,

Srsineases crirge e e soae

anctitor walls through the deor Coaple
this with o depariment thiad By oF B
nag support von, txpavers wha gieme

che tax hoas, aotd a legal division of the
departmen that does ot pan boipme in

vetining aaditing heores, aned one e

Tt was oty fjrs impression of tho
Depnirtunent of Kevene s wuditog -,
Losing tax bartfes thie sind time aeain

Bad taken 1ts roll, We tound suditors
were low in spirit Decause o own tas
dudge often roled in {avor of the
taxpaver mothe influence of ontside
lobhvists had lihered i Wy it

redicing tax assessments

We were able o implemen the
superandnor progrmm from o fresh
perspeetive, We haxd no Hmitations.,
restrictions, or special interests, Wy
tricd to irerpret Alabmman's 1y T
with the legishainre™s inte ot in mind ane
using an economic reality approach. if
vou make jmoneyin owr sune. Py voun
sliare of tax. For sonre time we 1eceived
resistance in the department.
Resistance came from many direciions:
“We can't. We don’t. We should not. We
tsed to.7 Undaunted, our voal was 1o
broaden the anditors” tax knowledge
and give them the weehnicat and legal
support they deses

We condnctled worthwhile ax anditing
seminars that canght the aenton of
the audit divisior. Through extensive
iraining etforts on cuiting vdge
Bsitess ax schemes and on how (o
enforce the 2001 ax veform tegislation,
our auditors refined thetr ability to
tckle touwgh taxpavers, Productivity of
the suditors who accepled sur methods
and theories soared. Once the group
was ciboard and hehind our project,
auditor excitement at receiving proper
rraining and the department’s
aewlound support was evident, Many
anditors felt rejuvenated, and vou conld
sense d sea of change in attitide for the
Frst lime,



Arvined with an snuelersranding of new
sk voidance techoigues, Justin and |
vonducted Beld audit with ihe
departinent’s experienced auditors, The
deparmment’s anditors have sound
Lnowledge of Mabama's tax lws,
adequinte auditing skills, and long-
standing experience b auditing
Alabauma’s lurgest raxpayers. Through
our joint etfors, we successtully
assessed axpavers who severely
sderreported tax fabitities, benceliting
the state by mitlions of dedlars.

Although the efforss of the
superatdditor progra have been
reduced due 1o a change in
acbmindstations and the appoinuuent of
iLew connmssionen the lree tax
abusers s continue iheir questionalle
handivork.

Whit 1 the current mind set of our
aditons? Ave they woing 1o (il baek
o the same ot where we Yound them.,
or will they continue auditivg with the
satne level oF intensitv we sww ot the ened
S onr temee 1 Novembers Covrend iy,
weandersiond that anditor rrdoing

sy honee s easerh For the saod i
Afabamace ehidren, i needs (o be

staried sain tmmedinteh,

Modemnize the
toolshed

The supceranditor expericnce anght us
one thing loud and clear: To stem the
steady decline y business tax revenues,
the Bepartment of Revenue will need
new auditing techniques.

The department must inproye

compliance through the use of strategic

audits and innovative strategies. We've
enteved the era where speed,
iechnology, and communicisions
sepavate suceessiul campaigns from
dvsfotctional operations,

Outlined below are awudininyg strategy

recommendations that the Department
of Reverue might consider in order to
reacly the level of efficiency it will take

to properiy fund oo schools,

Many hands
make light work

e Mudtistue Tax Conunission { M€
is a nonprofit association sponsored b
state governments, inclucing Afaban
ad established o help state tax
systeins be fair, offective. and cificient
Fhe MTC helped with the
supersuditor feaining program. More
inporiautdy, the MTC coudicts joing
audits of Lirge bustitesses for severl
stafes af (e same time. To date, the
Ababama Depamrnment ol Revenae has
not participated in these muliistage
aadivs, Torfeiting millicns of doflars in
potentid ax revenues, Owre ehiddren
cannol adford to feave this maonev on
the able any longer.

The deparumest shoudd also conduct
fotnt adits and share wudin femds with
sister stdes. Corresisthv we e missing
the boat when it comes to
communications with orher siage
revenue departments. Revenue
aclminisirators veluse o allow the
department 1o conduct joing audis
asdd share infomation. foing ventures
sith the MY and <hster stnes can v
the Depariment of Reveone audit
teans o much needed shiot in che wrn,
We encowrage the departinent 1o
seheduie und conduer foing awatits with
dre MU oud other stares ro nmdmise
Ve effeciiveness of e edi rOCess,

while wiviiw o auditors o fresh

v e et fedes,

SUTRUCIIVE it

Fhis joing auedin et wonbd g

e minliinatonad carporstions with

complex and clabarate 1ux seliemes
Hhiat are olien too mach {or onee

aunditor wr effectively pegae RYTREE

Use miri-audits
instead on touring
major cities

I many cases, reaveling 1o the

ot

A

multistate Lospavers” Toration is
tneilicient Maltinatieua! husinesses
are often headgurtered in Chicaga,
Noew York, Los Aneeles, wird otives
vesote and expensive destinalions;
however, our auditors currently rravel



ottt of state 1o visit these molristace
taxpavers no ndrer whate rhe
circisnstances. The deparument should
perform a much larger number of dosk
atdits and a limited number of fiviel
auctits, The cdesk audit would invalve a
review of the husiness ax return and
Hs substantiation {or contradictions or
questtonable items, It woudd hetp
determive the probability of a
suceesstul Neld aadit, and thereby,
help the auditing team decide whether
a0 onsite Sevpaver visit s worthwhile,
Fhis approach ol westing the waters
betore conducting the field audit is
also heline with Governor Riley's
request o eul back on unnecessary

travel,

— .
tederal audit
mining

&M
Fhe depuwrtment could sirengrhen s
relationship with the hneernal Revenue
Service. Effective cooperation and
csrovdimition will improve fux
compliunce and redouce the awdin
burden on taxpavers. The deparunent
shouid fully nilize available IRS
progrivns that alfow states to exchange
atelir Teads and Iraining.

The IRS has numerous Lradning
seminars, This may take rhe form of
stite emplovees pavticipating in 1R3-
spansored fraining seminars or vice
versa here is o wide mange of
complinnee, service, and education
ctfarss that oar stae should consider,
Thie department’s rop revenue
wlininistrators with no saelir
sxpericnce now wavel all over the
cotnilry atendiong seminars, But, ooy
auditing workloree never sees the
iy magerials, Reliy chis
sfornntion to the ek oueditors av

don’t go o the seminarn

s i

Conclusion

i stonmany, Alaban orree grabhed
pational beadires in the tas worle
through is superauditor progranm. Fop
ashort while, big business knew thay
Alabama, like the progressive states of
North Caroling sl New Jerseyv, would ;
Ire abie o nnscramble business wax .
avordance and enforee the tax Laws, We_‘;
enroprage Revente Conmnissioner '
Carlisle and Governor Ritey to build
on the superanditor progean by l!i)'ing_:
more awdilors and continuing 1o train
and support the ones we hiave.
Pusiress will then koow thuat Alabama
is no fonger a tax haven state with a

i ot s g s

volustary income @ax.,



