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Notice

The following information is not intended to be “written advice concerning one or
more Federal tax matters” subject to the requirements of section 10.37(a)(2) of
Treasury Department Circular 230.

The information contained herein is of a general nature and based on authorities
that are subject to change. Applicability of the information to specific situations
should be determined through consultation with your tax adviser.
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Private letter rulings

Private letter rulings, as well as other types of state guidance, are often referred to
as “secret tax law”

* |Issues

Information given to one taxpayer may not be readily available to all taxpayers

May or may not be binding

The process to request a ruling is not always published on a state webpage and
is sometimes codified in a statute or provided in a regulation or other department
issued guidance

Names of types of guidance are different among the states which can cause
confusion as to the authority of the guidance

« Examples: Letter Ruling, Legal Opinion, Revenue Ruling, Tax Commissioner
Opinion, Declaratory Ruling, Advisory Opinion, General Information Letter,
Revenue Procedures, Formal Rulings, Letter of Findings

States may not publish or may take a long time to publish

* New York: by law the Department is required to issue its Advisory Opinions
within 90 days of the request, however, in practice it often takes much longer

» Delays are often the result of a lack of resources with a Department of
Revenue



State guidance

- Limited to No Guidance Available

Administrative Hearings, Tax Appeal Decisions
Available (no letter rulings or similar guidance)

Private Letter Rulings and Similar
Forms of Guidance Available

Source: COST Scorecard (December 2016)
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Rulings private or public?

Some states make all private letter rulings available online while others do not
publish their decisions at all

 Variances

Louisiana has not published a letter ruling since 2010.
Connecticut only published 2 rulings in 2018.
Massachusetts only published 3 rulings in 2018.

Rulings can sometimes be obtained through a freedom of information request (e.g.,
Maine).

Colorado issues a proposed “public” version of the letter ruling to the taxpayer. The
taxpayer has 60 days to file an objection to any of the information being published
but the Department of Revenue makes the final determination on publication.

Some states do not publish any letter rulings. Examples include: Delaware, the
District of Columbia, Kentucky, Maine, Mississippi, South Dakota, and Wyoming.

Generally, states will publish private letter rulings with taxpayer identifying
information redacted.

« Connecticut publishes a generalized version of the private letter ruling.



Fees

Generally, most states do not charge a fee when requesting a private letter ruling.
Colorado — statutory based fee structure (Colo. Rev. Stat. § 24-35-103.5(6))

First tier ruling, initial fee and base evaluation - $500
Second tier ruling - $2,500

Third tier ruling - $5,000

Fourth tier ruling - $7,500

Fifth tier ruling — highest complexity — if the department estimates the fee will
exceed $10,000, then the fee is based on the number of estimated hours times the
applicable rate of $60.00/hour

Tennessee — the Commissioner is authorized to set a reasonable fee

Revenue and letter ruling fees do not exceed $500 unless an expedited ruling is
requested, in which case the fee shall not exceed $10,000 (Tenn. Code Ann. § 67-
1-109(f))



Rulings binding?

Is the private letter ruling binding on the state?

Generally, a private letter ruling is only binding with regard to the taxpayer that
requests the letter ruling and cannot be relied on for precedential value.

Variances

» Arkansas: legal opinions are only binding if the person or entity requesting the
opinion is identified

= Connecticut: letter rulings have precedential value and may be relied on by all
persons for subsequent like transactions

= District of Columbia: rulings sunset 10 years from the date of the ruling

= Kentucky: private letter rulings are not a final ruling and cannot be appealed

» Maine: advisory rulings are non-binding

» Pennsylvania: letter ruling is only valid for 5 years



Other state
guidance/publications

Chief Counsel Rulings
Declaratory Rulings

General Information Letters
Informational Notices
Legislative Bulletins

Policy Bulletins

Revenue Notices

Revenue Rulings

10 Tax Appeals Decisions

11. Technical Advice Memoranda
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Online accessibility

Each state varies on how easy it is to locate private letter rulings, or other forms of

guidance, on their websites.

Common problem - navigating the webpage

For example, the Arkansas Department of Finance’s tax homepage contains no

link to the Legal Opinions that it publishes online.

DFAArkansas Department of
Finance and Administration
Online Services

Citizens  Businesses ~ Agencies  Offices

Service Category: All | Taxes | Vehicles | Drivers | Business | Child Support | Personnel

-
ﬂ Taxes

Arkansas Taxpayer Access Point

Get access to a complete suite of online tools for taxpayers. Pay your

state income tax owed, check the status of your refund, register a new

business and more.

IFTA Tax Report Generator

Log into the Arkansas Motor Carrier System to generate an IFTA tax
report

Pay Your Personal Property Taxes Online

Find your county, look up what you owe and pay your tax bill online in
most counties.

W-2 File Submission

Validate and submit W-2 forms to the State online

Credit Card Payments

Make a payment for an Individual Income Tax by credit card

Local Tax Rate Lookup

Look up excise taxes by address and zip code to determine your local
tax rate

Suspicious Tax Activity Reporting

If you've witnessed some suspicious tax activity, report it to the state
here.

Where’s My Refund?

Sign up to receive an alert when your state income tax refund has been
processed
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Online accessibility

» Searching the term “Legal Opinion” on the Department of Finance’s website also
produces no results. In order to locate the Legal Opinions, a third-party search is
required.

- X . DF Arkansas Department of
@ arkansas private letter ruling !/ Q Finance and Administration

Q Al @ News [ Images < Shopping (8 Maps i More Settings ~ Tools

About 11,800,000 results (0.59 seconds)

Search Revenue Legal Counsel Opinions :: Arkansas Department of ...
https:/iwww.ark org/dfa-act896/index.php/search/opinion/ ¥ Legal Opinions Hearing Decisions & Revisions

Please note that Revenue Legal Counsel Opinions are subject to the provisions of Arkansas Gross

Receipts Tax Rule GR-75, which provides as follows Revenue Legal Counsel Opinions Search

* Once you access the correct webpage, the state does allow a user to search by
opinion number, by keyword, and by recently released opinions.

Retrieve Revenue Legal Counsel Opinions Full Text Search

By Opinion Number Enter Keywords apportionment m

Date Released
« Capitalization DOES NOT matter when searching.

« Use and/or operators in your searches (ex. taxes and taxation).
m « Use the minus sign (-) in your searches to exclude a term or phrase (ex. taxes -lottery).
« Using quotes will search for the entire phrase instead of each word in the phrase. (ex. "2002-002" or
"question of fact”)

m © 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International
(“KPMG International”), a Swiss entity. All rights reserved.



Online accessibility

* The Kansas Department of Revenue website is easier to navigate, though finding the
private letter rulings does require a little bit of effort. Once the policy library is located,
the user will find a very comprehensive and easy to search database.

Customer Service Center

Laura Kelly

Governor i o s
Mark A. Burghart I <anS aS

Secretary of Revenue Department of Revenue ’ H SEEL ‘

PERSONAL BUSINESS DIVISION OF PROPERTY Press Releases
TAX TAX VEHICLES VALUATION i

FORMS, REFUND TAX TYPES, FORMS, DRIVER'S LICENSE, MEMOS, ABSTRACT /
STATUS, E-FILE, FILING FREQUENCY, SUSPENDED LICENSE, RATIO, AG USE,
HOMESTEAD BUSINESS CLOSING, TITLES, COMMERCIAL STATISTICS, PERSONAL 4 i -

Tax Policy And Statistical Reports
INFORMATION, PENALTY AND INTEREST, VEHICLES PROPERTY, OIL AND GAS
TAXATION HOME PAGE TAXATION HOME PAGE Records Requests

S ‘.- —
t . 1\
B ol o RN s weer.c

About The Department

m © 2019 KPMG LLP, a Delaware limited liability partnership and the U.S. member firm of the KPMG network of independent member firms affiliated with KPMG International
(“KPMG International”), a Swiss entity. All rights reserved.



Online accessibility

« The Virginia Tax homepage points users directly to its rulings where the library can be
easily searched.

Vi’rgima . gﬂ\" Agencies | Governor Search Virginia.Gov

virginia Tax Forms & Refunds Payments { Rulings & Credits & Business

Filing Penalties Decisions Deductions Resources O Login v

Home / Laws, Rules, & Decisions / Laws, Rules, & Decisions Advanced Search

Laws, Rules, & Decisions Advanced Search

With ALL of the words With ANY of the words Date Issued After Date Issued Before
Document Type Tax Type Topic
- Any - v - Any - v - Any -



Maryland

Although the Maryland legislature passed a law in 2016 requiring a private letter
ruling process, the Comptroller has been denied funding to implement the system,
until this year.

» Maryland House Bill 100 was enacted into Chapter 565 of the Acts of 2019 on May 13,
2019 to provide the Comptroller with the funding necessary to implement a private
letter ruling system.

32 HOUSE BILL 100
1 General Fund Appropriation ...........ccccceeeenee. 5,757,968
2
3 BUREAU OF REVENUE ESTIMATES
4 E00A03.01 Estimating of Revenues
5 General Fund Appropriation ............cccccceeueeee. 1,417,361
6 J—
7 REVENUE ADMINISTRATION DIVISION
8 E00A04.01 Revenue Administration
9 General Fund Appropriation, provided that
10 $255.946 of this appropriation made for the
11 purpose of administration may not be
12 expended for that purpose but instead may
13 be used only for the purpose of
14 implementing a private letter ruling
15 process. Funds not expended for this
16 restricted purpose may not be transferred
17 by budget amendment or otherwise to any
18 other purpose and shall revert to the
19 General Fund ........oooovveiiiiieiieeeeeeeeeeeen 30,313,715
20 Special Fund Appropriation ...........cccceeveennen. 5,088,469 35,402,184
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Minnesota

The Minnesota Department of Revenue opposes a private letter ruling program.

Arguments against

« Would take away from the Department’s broad-based services and education
programs

« Letter rulings provide a narrow application of the law because they are only binding
on one particular, sophisticated taxpayer

« Costly to the taxpayer and the Department

Survey — The Minnesota Center for Fiscal Excellence reported results in December
2016 from a survey it conducted on the condition of Minnesota’s state tax
administration. These are the three main areas of concern:

« Lack of Rulemaking — taxpayers have to rely on revenue notices which aren’t
published frequently and aren’t binding

«  Knowledge Base/Consistency within the Department — auditors often do not
understand statutory language, misapply that language, and often misinterpret the
Department’s own guidance

« General Taxpayer Communication — staff often are unwilling to go beyond
recitation of “fact sheets”

mspn 15



Minnesota

* Recent Legislation
« 2015-2016: House File 2876/Senate File 2906 — never made it out of committee
« 2017-2018: House File 1694/Senate File 1503 — never made it out of committee
« 2019-2020: House File 1663/Senate File 1537 — in committee since 2/25/2019

Sources: Practitioners Corner: Taxpayers Dancing in the Dark, Minnesota Center for Fiscal Excellence, Chris Martin and Emily Miller

Practitioner Perspectives on the State of Minnesota’s Tax Administration, Minnesota Center for Fiscal Excellence, Issue Brief
No. 0015, December 2016

mspn 10



Benefits of private letter

Ir;llalel ILQ gls programs can provide taxpayers and tax advisors with many
benefits:

« May help to avert tax litigation

» Assists low to lower-income taxpayers with guidance outside of hiring a tax
professional

» Provides clarity with respect to statutes/regulations in place
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