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LETTER FROM THE COMMISSIONER

October 1, 2001

The Honorable Frank O’Bannon
Governor, State of Indiana

State House, Room 206
Indianapolis, Indiana 46204-2797

Dear Governor O'Bannon:

Itis my pleasure to present to you a copy of the Indiana Department of Revenue’s twelfth annual
report. The report provides you and the Indiana Legislative Council with a summary of the
Department’s accomplishments and also meets all legal requirements set forth by Indiana Code
6-8.1-1-8, which is known as the Indiana Taxpayer Bill of Rights.

Also, as Commissioner, | attest that the Department is in compliance with Indiana Code 6-8.1-3-
2.5, which states that the Department may not include the amount of revenue collected or tax
liability assessed in the evaluation of an employee; nor may it impose or suggest production
guotas or goals for employees based on the number of cases closed.

Sincerely,

Kenneth L. Miller
Commissioner
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ABOUT THE INDIANA DEPARTMENT OF REVENUE

Mission Statement

The Indiana Department of Revenue will administer the tax laws of the State of Indiana in an equitable and
courteous manner to promote the highest degree of public trust and voluntary compliance.

Motto
“Committed to public trust and service”
Department Divisions

Administration
Sections: Commissioner, Deputy Commissioner, General Counsel to the Commissioner, Director of Operations,
Director of Media Relations and Publications.

The four main components of this Division assist in overseeing the entire agency. In addition, the Director of Media
Relations and Publications handles media inquiries, publicity, the Department’s annual report, and internal and
external publications for tax professionals and nonprofit organizations.

Audit
Sections: Audit Billing/Inquiries, Audit Review, Audit Selection, Operations, Travel and Supplies, Special Tax,

Field Auditing and Taxpayer Services in District Offices.

This Division promotes voluntary compliance throughout the state and the country in all Indiana tax areas through
guality examinations. Itis also responsible for the Department’s 11 District Offices, which are located throughout
Indiana.

Collections
Sections: Correspondence, Billings/Agent, Phone Pursuit, Title/Licensing.

This Division provides centralized management in the collection of delinquent tax liabilities.

Compliance
Sections: Aeronautics, Bankruptcy/Responsible Officer, Charity Gaming/Not-For-Profit Organizations, Individual/

Withholding, Strategic and Utility/Refund.

This Division researches, develops, tests and implements various projects that identify non-filing, noncomplying
taxpayers for corporate, individual, sales/use, food and beverage, county innkeepers, fuel and withholding taxes.
All information for filing registration of not-for-profit organizations is conducted by this Division, as well as the
approval and issuance of all charity gaming licenses (e.g. raffles, bingo, door prizes, pull-tabs and punch boards).
Records are researched for bankrupt individuals and businesses to identify tax liabilities for the purpose of submit-
ting "proof of claims” to the bankruptcy courts. Outreach through educational seminars and projects and pro-
grams are conducted in an effort to promote “voluntary” compliance by Indiana taxpayers.

Controller
Sections: Budget Analyst, Business Administration, Accounting/Counties, Electronic Funds Transfer (EFT), Ciga-
rette Tax and Other Tobacco Products, Mail Services.

This Division handles budgeting and purchasing for the Department under the guidance of the Controller. Other
responsibilities include depositing of tax revenues, preparing appropriate reports and conducting all related bank-
ing functions. The Controller’'s Office administers those taxes collected by the state and returned to the county of
origin. This Division also handles the inventory and sale of cigarette tax stamps.
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Criminal Investigation

Sections: Case and Data Management, Charity Gaming Enforcement, Controlled Substance Excise Tax, Private
Employment Agency Licensing, Internal Affairs, Motor Fuel Fraud, Motor Vehicle Excise Tax, and Fraud Investiga-
tions/Audit.

The Division’s primary mission is to detect fraud and prosecute tax evaders. It is responsible for conducting
investigations into alleged violations of Indiana tax laws and determining civil liabilities or presenting evidence for
criminal prosecution in an effort to increase voluntary compliance.

The majority of these investigations involve the collection and failures to remit trust taxes. The Division also
monitors charity gaming operations throughout the state and works in conjunction with the Indiana State Police to
monitor the unlawful use of dyed fuel on the highways. The Division also cooperates with prosecuting attorneys
throughout the state in assessing the controlled substance excise tax on those illegally possessing certain drugs
and monitors and enforces the collection of the Motor Vehicle Excise Tax from Hoosiers who plate their vehicles
outside Indiana. This money is returned to the county where the taxpayer legally resides. The Department also
conducts background investigations on all employment prospects and investigates alleged employee wrongdoing.
The Division is also responsible for the investigation and licensing of Private Employment Agencies.

Information Technology
Sections: Administrative Services, Operations, Systems & Programming, Technical Support.

This Division supports the Department’s efforts and goals by creating and administering computerized tax pro-
cessing systems for the other divisions of the Department. This Division operates with a goal of providing tax
processing systems that are increasingly easier to use; constantly improving efficiency and service to the tax-
payer; and maintaining secure and confidential records.

Legal
Sections: Appeals, Litigation, Inheritance Tax, Fiduciary Income Tax, and Protest Review.

This Division includes the Department’s legal staff, which oversees the appeals process from an original tax
protest to the Indiana Tax Court. This Division also contains the Inheritance Tax Section, which collects tax on all
taxable transfers of property resulting from the death of an Indiana resident, or a nonresident decedent, with real
or tangible personal property located in Indiana.

Motor Carrier Services

Sections: Customer Service Center, Motor Carrier Road and Fuel Use Taxes, International Vehicle Registration
Plan, Safety & Insurance Registrations, Commercial Driver’s Licensing, Oversized & Overweight Vehicle Permit-
ting, Accounting & Fund Distribution.

This division provides all of the above tax and registration services to the motor carrier community. The division
also collects and distributes revenue to other states and Canadian provinces in accordance with international
agreements. Equally important is the effort to work in partnership with the Federal Motor Carrier Safety Adminis-
tration and other stakeholders to promote and increase safe highway operations, resulting in fewer commercial
carrier accidents and fatalities.

The Motor Carrier Services Division operates under one administration and one “roof”. Itis located at the Ameriplex
Office Park on the southwest side of Indianapolis, offering a “One-Stop-Shop” for the trucking community.

Personnel
Sections: Training, Administration, Affirmative Action, Wellness, Payroll/Benefits.

This Division administers all “human resource” aspects within the Department, including employee and supervisor
training, wellness programs, recruiting, payroll and benefits, labor relations, and governmental regulatory adminis-
tration. It also assists with employee morale programs.
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Taxpayer Advocate Office/Public Affairs
Taxpayer Advocate Sections: Taxpayer Advocate.

The Office of the Taxpayer Advocate is designed to address complex and special tax problems. The
primary goal is to correct exceptional tax problems. The secondary goal is to identify and restructure
departmental processes and procedures which may have created or contributed to legitimate problems.
A taxpayer’s problem is considered exceptional if 1) attempts at resolution through normal departmental
channels have been unsuccessful; or, 2) an ongoing, continual problem exists with the filing of tax
returns; or, 3) continual assessments result from systematic processing problems.

Public Affairs Sections: Form Development and Revisions, Outreach Education, Practitioner Services, Tax Prepa-
ration Software approval, Indiana TaxFax and the Department’s Web site.

This Division administers internal and external education, tax form revision and editing and the Indiana
TaxFax form distribution system. It also coordinates content for the Department’s web site, approves
software companies who produce Indiana tax preparation software and edits the Charity Gaming Annual
Report.

Quality Assurance
Section: Quality Systems.

This Division oversees the development, testing and ongoing changes to the Department’s Returns Processing
System (RPS). The Quality Assurance Division also monitors system output to ensure standards of quality and
to assist in problem identification.

Returns Processing Center

Sections: A/R Payments, Batch and Edit, Unidentified Checks, Check Processing, Forms Processing, Mail Open
and Sort, Mail Out and Forms Order, Print Shop, Records Management, Logistic support, Data Capture, Corporate
Income Tax, Individual Income Tax, System Services, Fuel and Environmental, LAN Support, Return Mail, Busi-
ness Communication, Administration and Administrative Support.

The Returns Processing Center is the beginning and the ending of the life of paper tax returns. It receives,
processes and posts all returns and checks to the taxpayer accounts in the Returns Processing System. It sees
that the returns are posted in an accurate and timely manner which then allows the rest of the Department access
to the data it needs to complete its other job functions. Once the Department has completed work on a particular
group of returns and they have been kept the appropriate period of time, it is again the Returns Processing Center
that sees to it that the returns are ready for destruction. It works with the rest of the Department to develop new
ways that technology can be used in the filing of both returns and payments to give the taxpayers additional
selections for their filing methods. In addition to these functions, the Returns Processing Center also prints various
forms for use both in the Department and for other agencies. We provide taxpayer services to Corporate, Sales and
Withholding accounts, as well as Fuel and Environmental accounts, Cigarette and Alcoholic Beverage accounts.

Tax Policy
Sections: Policy Research, Fiscal Analysis, Technical Tax Research, Legislative Affairs.

This Division primarily works with legislative efforts, serving as a legislative liaison for the Indiana General Assem-
bly. This division also is responsible for all voluntary compliance agreements that are completed with previously
unregistered taxpayers. The Division issues rulings, policy directives and some information bulletins, as well as
helps to determine the correct interpretation of the law. The Division provides tax statistics to both federal and
state agencies as well as to other states.

Taxpayer Services
Sections: Telephone Section, Correspondence, Research and Support, and Taxpayer Assistance.

This Division provides free-of-charge walk-in and telephone assistance to Indiana taxpayers. This Division com-
bines many direct contact functions generally involving three major tax types: individual income tax, sales, and
withholding taxes.
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DEPARTMENTAL STRUCTURE

Kenneth L. Miller
Commissioner

Larry McKee
Deputy Commissioner

Lettice Otero
Legal Counsel to
the Commissioner

Regina Phillips
Collections Division

Diane Freeman
Compliance Division

Michael Horstman

Controller’s Division

Karen Barthelmes
— Quality Assurance
Division

Linda Dollens
| Returns Processing
Center

Robert Scott
Director of Operations

Mike Ralston
Legal Division

Cathy Henninger

— Taxpayer Advocate/

Public Affairs

Charles “Butch” Jerrell
Criminal Investigations
Division

Marilyn Cooksey
Information Technology
Division

Ann Latscha
Personnel Division

Tom Conley
Tax Policy Division

Suzanne Flynn
Network Security &
Administration Division

W. Terry Griggs
Audit Division

Jim Poe

- Motor Carrier

Services Division

Kathy Klinkose
Taxpayer Services

The Indiana Department of Revenue has 948 employees.
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TAX HELP
TELEPHONE
NUMBERS

AUTOMATED INFORMATION LINE
Check on the status of refunds;
prerecorded tax topics; tax liability
balances.

(317) 233-4018

COLLECTION/LIABILITY
INQUIRIES
(317) 232-2165

CORPORATE TAX INFORMATION
(317) 615-2662

INDIANA TAXFAX SYSTEM

Call from the telephone portion of your
FAX machine to retrieve tax forms
and information bulletins. Available
24 hours a day.

(317) 233-2329

INDIVIDUAL INCOME TAX
INFORMATION
(317) 232-2240

INTERNET ACCESS

Access to forms, information bulletins
and directives, tax publications, e-
mail, the PC-Filing Program, et al.
http://www.IN.gov/dor

MOTOR CARRIER SERVICES DIV.
(317) 615-7200

SALES TAX INFORMATION
(317) 233-4015

TAX FORMS ORDER LINE
Available 24 hours a day
(317) 615-2581

TELEPHONE DEVICE
FOR THE DEAF (TDD)
(317) 232-4952

WITHHOLDING TAX
INFORMATION
(317) 233-4016

[

INDIANAPOLIS

(MAIN OFFICE)

Indiana Government Center
North, Room N105

100 N. Senate Avenue

Indianapolis, IN 46204

(317)232-2240

DISTRICT OFFICES

1) Bloomington

410 Landmark Avenue
Bloomington, IN 47043
(812) 339-1119

2) Clarksville
Physical Location
1446 Horn Street
Clarksville, IN 46129
Mailing Address

P.O. Box 3249
Clarksville, IN 47131-3249
(812) 282-7729

3) Columbus

3138 N. National Road
Columbus, IN 47201
(812) 376-3049

4) Evansville

500 S. Green River Rd.

10

11

Goodwill Building
Suite 202

Evansville, IN 47715
(812) 479-9261

5) Fort Wayne
5800 Fairfield Avenue
Suite 200

Fort Wayne, IN 46807
(219) 456-3476

6) Kokomo

117 E. Superior St.
Kokomo, IN 46901
(765) 457-0525

7) Lafayette

100 Executive Dr.
Suite B

Lafayette, IN 47905
(765) 448-6626

8) Merrillville
8368 Louisiana Ave.
Suite A

Merrillville, IN 46410
(219) 769-4267

9) Muncie

3640 N. Briarwood Lane
Suite 5

Muncie, IN 47304

(765) 289-6196

10) South Bend

1025 Widener Lane, Suite B

South Bend, IN 46614
(219) 291-8270

11) Terre Haute

30 N. 8th St., 3rd Floor
Terre Haute, IN 47807
(812) 235-6046
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A YEAR IN REVIEW: FISCAL YEAR 2001 -- July 1, 2000 - June 30, 2001

NATIONAL RECOGNITION

Center for Digital Government Award

Indiana received a perfect score and a first place ranking
in a recent survey of 49 states conducted by the Center
for Digital Government in the area of revenue/taxation.
The Digital State Survey gathered information on how
states are moving from paper-based to electronic pro-
cesses. North Carolina was the only other state to re-
ceive a perfect score.

Indiana received this ranking for many reasons, includ-
ing the availability and the frequency in which tax forms
are downloaded from its web site. Most importantly, the
Department was recognized for the growth it has experi-
enced in offering Hoosier taxpayers alternative filing
methods, such as electronic filing and 2-D Barcode tech-
nology. During the 2001 filing season, the Department
received almost half of its Individual Income Tax returns
via alternative filing methods. The Department has be-
gun to meet the goal of every state revenue agency —to
move from a standard paper to a more streamlined elec-
tronic environment.

Pioneer Institute Award

The Indiana Department of Revenue also received an Hon-
orable Mention in the “2000: Ideas into Action - Better
Government Competition,” sponsored by the Pioneer In-
stitute of Boston for its application of the 2-Dimensional
Bar Code to tax returns.

2000 Innovations Awards

The Indiana Department of Revenue won Third Place in
the 2000 Innovations Awards presented by the Council
of State Governments for its 2-D Bar Coding of Indiana
state tax returns. The awards ceremony was held at the
Midwestern Legislative Conference in Minneapolis, Min-
nesota in early FYOL1.

Hammer Awards -- U.S. Government

In FY01, the Department won two Hammer Awards. The
Taxpayer Services Division won a Hammer Award for its
Federal/State TeleFile Program Team; and, Motor Car-
rier Services Division won a Hammer Award for its PRISM
Program, Performance and Registration Information Sys-
tems Management.

Top Notch Web Site

The Department received recognition this year for “One
of the Top Notch Web Sites” for ease of use. The
Department’s Web Site was recognized by Govspot.com,
the government information portal of the Web, as one of
the best state government resources.

Software Developers’ Approval

Indiana’s was the only state department of revenue to be
graded as “Outstanding” by the National Association of
Computerized Tax Processors. This honor comes from
the Department’s close cooperation and communication
with tax software developers throughout the design pro-
cess.

ELECTRONIC COMMUNICATIONS

“Doing Business in Indiana” has never been easier!

Tax related topics of special interest to new businesses
in Indiana and to those contemplating starting new busi-
nesses were collected into a special section of the
Department’s Web site (www.IN.gov/dor/) this year. Top-
ics include how to become a corporation and how to
register with the State to collect and remit Indiana sales/
use and withholding taxes.

Business structures are discussed, such as domestic
and foreign corporations, S corporations, unincorporated
entities, such as limited liability partnerships (LLPS), lim-
ited partnerships, sole and general proprietorships, as
well as not-for-profit entities, organized either formally or
informally, requirements for contractors who want to do
business with Indiana, and part-time/temporary/seasonal
employers, and retirement withholding.

Also included are: topical references to departmental
notices and information bulletins, the Indiana Tax Code
and the Indiana Administrative Code, tax tables, required
corporate tax forms and instructions (e.g. Form BT-1,
Business Tax Application et al.), as well as references
to other helpful organizations and state offices.

Forms Availability

The state’s individual tax return was downloaded 500,000
times in the first three months of 2001. Toward the end
of the filing period, the Department’s Web site was get-
ting 32 requests per second for tax forms.

Forms and instructions are also available in the Indiana
Package IN-X CD-ROM and by e-mail request to
pfrequest@dor.state.in.us.

Since most of these methods require computer access,
the Department continues to develop and improve the
TaxFax system (see later in this article) for taxpayers
without computer access.

In addition, forms are available by telephoning the
Department’s forms ordering hotline at (317) 615-2581,
or by writing to: Forms Ordering Section, Indiana De-
partment of Revenue, 100 N. Senate Avenue, Rm. N-
248, Indianapolis, IN 46204-2253.
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IN E-Pay

Rolled out in FY01 was the new IN E-Pay system, an
electronic method for Hoosier taxpayers to pay amounts
owed to the Indiana Department of Revenue with either a
telephone call or via the Internet. Payments can be made
for either current taxes or previous billings from the De-
partment. A partnership with accessindiana, a division
of Indiana Interactive, Inc., a wholly-owned subsidiary of
the National Information Consortium (NIC), helped to
launch this new and exciting payment system for Hoo-
sier taxpayers.

Electronic Distribution
The conversion from U.S. Postal Service mailings to elec-
tronic methods of e-mail and FAX has begun.

It is expected that distribution expenses of press re-
leases to the media and newsletters and announcements
to tax practitioners will be greatly reduced, thereby sav-
ing taxpayer money and helping to save the environment,
as well.

The Indiana TaxFax System

The TaxFax system is an automated form and informa-
tion distribution system. It is available 24 hours a day,
seven days a week. To access the system, taxpayers
and tax professionals can call (317) 233-2329 from the
telephone portion of a FAX machine to obtain most forms
and/or catalogs of available forms.

During Fiscal Year 2001, the system answered 12,348
calls, which was 30% down from the 2000 fiscal year.
This decrease coincides with the increased development
by the Department and increased usage by taxpayers of
the Department’s Internet site (www.IN.gov/dor/), where
forms are available for downloading.

MEDIA RELATIONS AND PUBLICATIONS

Media Relations

The Media Relations and Publications Office, with as-
sistance from the Taxpayer Advocate Office/Public Af-
fairs Division, conducted interviews with broadcast and
print media around the state during February, taking news
of the Department’s new Spanish IT-40, the new IN E-
Pay system, and all of the electronic filing methods to
the taxpayers.

In addition, the Media Relations and Publications Office
produced numerous press releases and conducted over
300 television, radio and newspaper interviews during FYOL.
It also conducted a Media Day at its Returns Processing
Center on tax deadline day, Monday, April 16, 2001, open-
ing up the Department’s state-of-the-art processing facili-
ties to all Indianapolis area broadcast and print media.

Publications

This office published The Indiana Tax Dispatch, a quar-
terly newsletter for tax practitioners. The Dispatch con-
tains important news and information to professionals of
changes, developments and advances in Indiana tax laws
and the Department’s procedures and outreach efforts.
In addition, information about other related tax organiza-
tions and conferences/seminars is included.

This office also edits the Department’s annual report,
The Indiana Charity Gaming Newsletter, a biannual news-
letter for not-for-profit organizations either conducting or
interested in conducting charity gaming events; helps to
edit its Motor Carrier Services Division’s quarterly Truck-
ing Tips newsletter; and edits Visions, an internal news-
letter for employees. All external publications are free
to the public.

RETURNS PROCESSING CENTER

Continued Use of the Two-Dimensional Bar Code
Program

The Indiana Department of Revenue continues the use
of two-dimensional bar code in the processing of Indiana
Individual Income Tax Returns.

Indiana receives almost three million Indiana individual
tax forms each year, almost half of which are received in
the two weeks surrounding April 15, In order to process
this huge amount of tax filing in such a short amount of
time, the Department has expanded the two-dimensional
bar code program to include four individual income tax
forms (IT-40, IT-40EZ, IT-40PNR and IT-40RNR).

In addition, the Department has worked with more soft-
ware companies, who are now processing Indiana in-
come tax returns with the two-dimensional bar code on
the paper returns. During this past filing season, there
were eight software companies that provided this ser-
vice and the Department received over 515,000 Indiana
income tax returns through the bar code program. Com-
pared to the previous tax year, there were four software
companies involved in the processing of approximately
195,000 Indiana income tax returns through the bar code
program. This is an increase in two-dimensional bar code
filing of one hundred sixty four percent.

Not only is the two-dimensional bar code process the
fastest method of processing a paper tax form, it also
has the benefit of having fewer errors than a standard
paper filed return. The error rate for a two-dimensional
bar code return is about six percent, whereas the error
rate for a standard paper return averages around sixteen
percent.
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Adding Corporate tax forms to the program

In addition to the number of individual income tax returns
filed with the two-dimensional bar code, the Department
has also worked with five software companies in order to
process Corporate Income Tax Returns through the pro-
gram (Indiana forms IT-20 and IT-20SC).

During the first year, the Department has processed ap-
proximately 2,200 Corporate tax returns through the two-
dimensional bar code program.

Looking to the future with the Two-Dimensional Bar
Code Process

The Indiana Department of Revenue is also working on
implementing other tax types and tax forms into the two-
dimensional bar code process, such as the International
Fuel Tax Agreement (IFTA) form, the Indiana Partner-
ship and S-Corporation tax forms and the Indiana Fidu-
ciary tax form.

Indiana Department of Revenue’s Electronically Filed
Individual Income Tax Returns

It is the goal of the Indiana Department of Revenue to
process as many individual income tax returns through
alternative means as possible. By “Alternative Means”
of filing, the Department is referring to any tax return that
can be filed without the use of paper forms that need to
be pre-edited and key punched. Electronically filed tax
returns are the fastest and most accurate alternative
means of filing an individual income tax return.

Federal/State Electronic Filing Programs

Indiana has been involved in the Federal/State E-File
Program since 1992, a program that has continuously
increased the number of filers from year to year.

As with any Federal/State program, both the Federal
and Indiana tax returns are filed together and first sent to
the IRS. Once the IRS has accepted the filing of the
Federal return, they will allow Indiana to retrieve the state
return for processing. If the Federal return is valid, the
Department receives the Indiana return in only two days
from the time the returns were electronically transmit-
ted.

Of the three million Indiana tax returns received, over
643,000 were returns that were electronically filed through
tax practitioners who are approved Electronic Filing Origi-
nators. Between the various software validations and the
fact that the practitioners are providing the keypunch
process of the tax return, the error rate of an electroni-
cally filed return is less than one percent (.9%). In addi-
tion to the accuracy of the filing, the practitioner is pro-
vided an acknowledgment of the filing once it is accepted
by the department.

Indiana is also involved in two other Federal/State Elec-
tronic filing programs, the Federal/State TeleFile Pro-
gram and the Federal/State On-Line Filing Program.

The TeleFile Program allows qualified Indiana taxpayers
to file their Federal and Indiana returns via the telephone.
If the taxpayer receives a Federal and Indiana TeleFile
Tax Booklet, they may file both returns with one toll free
telephone call. This program is the only Federal/State
Program to show a decrease in the number of filers from
the previous year.

Finally, the Federal/State On-Line Filing Program was
introduced for those taxpayers who like to complete their
own tax forms and want to file both their Federal and
Indiana tax returns from their home computer. This pro-
gram uses practically the same software (from the vari-
ous software vendors) that is used by tax practitioners
throughout the U.S.

All of these programs are accurate, fast and are acknowl-
edged once received and accepted by the Indiana De-
partment of Revenue. Thus, they are the best Alternative
Means to have a return filed with the department.

Looking to the Future

Currently, as with all Federal/State filing programs, a
state return cannot be filed unless there is a Federal tax
return being filed with it. The Indiana Department of Rev-
enue, along with 32 other states, is in the process of
working with the IRS to implement the possibility of pro-
cessing a state only return when a taxpayer cannot file
their federal tax return electronically. The IRS feels that
this may be possible for the 2003 filing season.

REVENUE PROCESSING SYSTEM (RPS)

As of January 2001, the final phase of the fully integrated
tax processing system was rolled out. In March 2001, a
predictive Dialer was added to the system, which will
enhance our pursuit efforts.

This new system also allowed Indiana to participate in
the Federal Refund Offset program. This program allows
states to offset Federal refunds to pay tax liabilities owed.

TAXPAYER SERVICES DIVISION

The Taxpayer Services Division of the Indiana Depart-
ment of Revenue is responsible for providing customer
service to Indiana taxpayers having questions and need-
ing assistance to resolve various types of individual and
business tax problems. Its sections include: Telephone
Section, Correspondence Section, Taxpayer Walk-In Sec-
tion, and Research and Support Section. During the past
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fiscal year, the division handled 245,538 incoming tele-
phone calls. Incoming telephone calls are managed by
an automated call distribution system. The division as-
sisted 13,390 taxpayers who came to the Walk-In As-
sistance Area in our Central Office location. The divi-
sion also answered 52,623 pieces of incoming written
correspondence received from taxpayers and over 13,496
e-mail inquiries.

MOTOR CARRIER SERVICES DIVISION

The Motor Carrier Services Division implemented the first
piece of an Oracle object relational database. The new
system elements are being phased in and replacing
legacy systems in a non-obtrusive manner. The pro-
gram to provide proportional fuel use tax credits is in
place. Next, our Business Authorization System was
implemented and is now operational. Another element,
commercial vehicle registrations and plating via the In-
ternational Registration Plan (IRP), is in place and being
tested.

The newly legislated Commercial Vehicle Excise Tax
was incorporated into our new system development and
is also operational, providing a tax replacement to local
municipalities for former personal property taxes.

We also implemented staggered registration periods for
IRP carriers, allowing the annual work flow to be spread
out over the year rather than during one month a year.
This will improve both operational services and our levels
of customer service.

TAXPAYER ADVOCATE OFFICE/PUBLIC
AFFAIRS

For the first time ever, the Indiana Department of Rev-
enue printed its IT-40 Individual Income Tax Booklet in
Spanish for Indiana’s rapidly-growing Hispanic and Latino
population. The Public Affairs and Taxpayer Advocate
Office rose to the challenge of a sharply increased need
for Spanish translations -- of tax requirements, returns
and new business inquiries.

Taxpayer Advocate Office

Itis the responsibility of the Taxpayer Advocate Office to
ensure all Indiana taxpayers are treated fairly and to re-
solve recurring problems and complaints in which tax-
payers’ previous attempts at resolution were unsuccess-
ful. The Taxpayer Advocate Office acts as a last resort
within the Indiana Department of Revenue for taxpayers
who need assistance. If specific areas of recurring inter-
nal problems or stance on particular tax issues are iden-
tified, recommendations are made for internal remedial
procedures.

Recommendations for changes in correspondence and
billing procedures often originate from the Taxpayer Ad-
vocate Office, with emphasis on the taxpayers’ needs
and keeping the taxpayer viewpoint in mind. The Tax-
payer Advocate Office assisted 34,578 taxpayers during
the 2000 tax year with its numerous programs.

TAXPAYER BILL OF RIGHTS
Public Law 332-1989
(Special Session)

Indiana Taxpayer Rights and Responsibilities

All Indiana taxpayers have certain rights and respon-
sibilities that correspond to the Indiana tax laws. The
Taxpayer Bill of Rights sets forth these rights and
responsibilities for Indiana Taxpayers:

I Quality taxpayer service

Il Taxpayer Advocate to help you in the
preservation of your rights

i Taxpayer education and information

v A fair collection process

Vv Appointed hearing time and representation
\ Demand Notices

Vi Warrants for collection of tax

Vil Judgement liens against property

IX Annual Public Hearing and Department Report
X Taxpayer responsibilities

The Taxpayer Advocate Office, formerly known as the
Problem Resolution Program (PRP), was established in
January, 1990. Indiana Code (IC) 6-3-8.1-11-3 provides
for a Taxpayer Advocate. The Taxpayer Advocate re-
ports to the Department’s Legal Counsel.

Requests may be submitted in writing to: Indiana De-
partment of Revenue, Taxpayer Advocate Office, P.O.
Box 6155, Indianapolis, Indiana 46206-6155, or by e-
mail to: TaxAdvocate@dor.state.in.us.

Public Affairs

FY01 was a year of increased outreach to the commu-
nity with a message of voluntary compliance whenever
possible. Staff members worked with many different
agencies, providing one-on-one assistance with tax ques-
tions, as well as with preparation of tax returns. Feed-
back from scheduled “focus group” meetings has proven
invaluable when it comes to form revision and instruc-
tions.

This Office is responsible for the integrating of the legis-
lative changes each year into the over 300 forms that the
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Department updates and publishes. The goal always is
to make them user-friendly and as simple as possible
for the taxpayer to complete. Public Affairs also works
closely with software developers to ensure the informa-
tion gathered on state tax forms reflects the appropriate
tax figures and mandatory information needed for pro-
cessing them.

This area also holds an Annual Tax Conference for Indi-
ana Department of Revenue staff members, emphasiz-
ing tax and legislative updates, as well as procedural
changes.
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2001 LEGISLATIVE SUMMARY -- NEW AND AMENDED STATUTES

Regular Session
2001 Indiana General Assembly
Convened: November 21, 2000
Meeting Days: 55
Reconvened: January 8, 2001
Adjourned: April 29, 2001

CODE CITES AFFECTED
IC 6-2.1: GROSS INCOME TAX

IC 6-2.1-3-16, HB 1948, SECTION 1 [EFFECTIVE JANU-
ARY 1, 2001 (RETROACTIVE)] Provides that the amount
received from the sale of an electric utility of an interest
in an electric generating facility is exempt from the gross
income tax to the extent of any mortgage, security inter-
est or similar encumbrance that exists on the interest in
the electric generating facility at the time of the sale,
lease, or transfer.

IC 6-2.1-3-16.5, HB 1948, SECTION 2 [EFFECTIVE
JANUARY 1, 2001 (RETROACTIVE)] Provides a gross
income tax exemption for amounts received under a
“qualified investment” that is acquired for the purpose of
enabling a lessee to pay the basic rent and exercise the
price of a purchase option under the lease of an interest
in an electric generating facility that is subject to “safe
harbor” sales leaseback provisions of the Internal Rev-
enue Code.

IC 6-2.5: SALES AND USE TAX

IC 6-2.5-6-1, HB 1195, SECTION 2 [EFFECTIVE JANU-
ARY 1, 2002] Eliminates quarterly filing of a sales tax
return and requires monthly filing if the average monthly
liability exceeds $25. Deletes the provision that allowed
a taxpayer that remitted through electronic funds trans-
fer to report quarterly instead of monthly.

IC 6-2.5-6-14, HB 1585, SECTION 13 [EFFECTIVE JULY
1, 2001] Changes the name of the Alcoholic Beverage
Commission to the Alcohol and Tobacco Commission.

IC 6-2.5-6-14, HB 1813, SECTION 10 [EFFECTIVE JULY
1, 2001] Changes the name of the Division of Mental
Health to Division of Mental Health and Addiction for
purposes of receiving the list of retailers selling ciga-
rettes.

IC 6-2.5-11, SB 269, SECTION 1 [EFFECTIVE JULY 1,
2001] Enacts the simplified sales and use tax adminis-
tration act. Permits the Department to enter into the
agreement with other states to simplify and modernize
sales and use tax administration to substantially reduce
the burden of tax compliance for sellers and for all types

of commerce. Authorizes the Department to act jointly
with other states that are members of the agreement to
establish standards for certification of certified service
providers and certified automated systems, and to es-
tablish performance standards for multistate sellers.
Specifies certain requirements that must be included in
the agreement before the State may enter into the agree-
ment. Includes certain provisions concerning certified ser-
vice providers (agents certified jointly by the states to
perform all of the seller’s sales tax functions). Provides
that no provision of the agreement amends or invalidates
any provision of Indiana law.

IC 6-3: ADJUSTED GROSS INCOME TAX

IC 6-3-1-11, HB 1479, SECTION 1 [EFFECTIVE JANU-
ARY 1, 2001 (RETROACTIVE)] Amends references to
the Internal Revenue Code in the Indiana Code to in-
clude the Internal Revenue Code in effect on January 1,
2001.

IC 6-3-2-8, HB 2130, SECTION 12 [EFFECTIVE JANU-
ARY 1, 2002] Provides that a person who resides in an
enterprise zone and is an employee of a nonprofit entity,
local or state or federal government is eligible for the
enterprise zone employee wage deduction.

IC 6-3-2-9, SB 71, SECTION 1 [EFFECTIVE JANUARY
1, 2002] Provides that an individual over the age of 65
will still be eligible for the disability income tax deduc-
tion.

IC 6-3-2-19, HB 2108, SECTION 1 [EFFECTIVE JANU-
ARY 1, 2002] Provides that distributions from an Indiana
family college savings account used to pay qualified
higher education expenses are exempt from the adjusted
gross income tax.

IC 6-3-7-5, HB 1553, SECTION 1 [EFFECTIVE JULY 1,
2001] Provides that an independent contractor must file
a statement with the Department showing documenta-
tion of independent contractor status, and obtain a cer-
tificate of exemption. The independent contractor must
file with the Department information containing the
contractor’'s name, federal identification number or so-
cial security number. The contractor is required to file
annually with the Department documentation in support
of independent contractor status before being granted a
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certificate of exemption. The independent contractor shall
pay a filing fee of $5 to the Department to be deposited
in the independent contractor information account. Money
in the account is annually appropriated to the Depart-
ment for carrying out these provisions. The Department
is required to provide the certificate of exemption within
7 days after verifying the accuracy of the supporting docu-
mentation.

IC 6-3.1: TAX CREDITS

IC 6-3.1-6-1 & IC 6-3.1-6-6, HB 1578, SECTIONS 5 & 6
[EFFECTIVE JANUARY 1, 2002] Defines a taxpayer as
a pass-through entity for purposes of the prison invest-
ment credit, and provides that members of a pass-through
entity are entitled to their distributive share of the prison
investment credit that is available.

IC 6-3.1-10-8, HB 2130, SECTION 13 [EFFECTIVE
JANUARY 1, 2002] Provides that high technology busi-
ness operations are eligible for a 5% enterprise zone
investment cost credit.

IC 6-3.1-13.5, HB 1001, SECTION 177 [EFFECTIVE
JANUARY 1, 2001 (RETROACTIVE)] Provides a capital
investment tax credit for Shelby County. In order to be
eligible for the credit, the total project cost must exceed
$75,000,000. The amount of the credit is equal to 14%
of the qualified investment. The taxpayer may claim the
credit if the average wage paid by the taxpayer is higher
than the average wage in the county, or the taxpayer
certifies to the Department of Commerce that the aver-
age wage paid will exceed the average wage in the county.
The total value of the credit shall be divided equally over
7 years beginning in the year in which the credit is
granted. The credit must be claimed on the taxpayer's
annual return. Pass-through entities are eligible for the
credit.

IC 6-3.1-18-10, HB 2130, SECTION 14 [EFFECTIVE
JULY 1, 2001] Provides that the maximum tax credit
allowed in a fiscal year for the individual development
account is $200,000 instead of $500,000.

IC 6-3.1-20, HB 1902, SECTION 5 [EFFECTIVE JANU-
ARY 1, 2001 (RETROACTIVE)] Provides an income tax
credit for property taxes paid on homesteads in Lake
County. A taxpayer is entitled to the credit if the
taxpayer's earned income is less than $18,600, and the
individual pays property taxes on a homestead that the
taxpayer is buying or owns, and is located in Lake
County. For a taxpayer with earned income of less than
$18,000, the credit is equal to the lesser of $300 or the
amount of property taxes paid. If the individual’'s income
is between $18,000 and $18,600, the credit is the lesser
of: $18,600 minus the taxpayer’s earned income multi-

plied by 50%. A taxpayer that claims the $2,500 deduc-
tion provided in IC 6-3-1-3.5(a)(17), is not eligible for this
credit. If the credit exceeds the taxpayer’s liability, the
creditis refundable. The Department is required to cal-
culate the total amount of credits taken in a tax year
before July 1 of the following year. One-half of the amounts
shall be deducted during the year from the riverboat ad-
missions payable to the county; one-sixth shall be de-
ducted from the riverboat admissions tax that would have
been distributed to the three largest cities in the county.

IC 6-3.1-21-10, HB 1001, SECTION 152 [EFFECTIVE
JULY 1, 2001] Extends the earned income tax credit
until December 31, 2003.

IC 6-3.1-22, HB 1578, SECTION 7 [EFFECTIVE JANU-
ARY 1, 2002] Provides an adjusted gross income tax
credit for the repair and rehabilitation of residential prop-
erty that will be used as a primary residence by the
taxpayer, and is at least 50 years old. The credit is
equal to 20% of the qualified expenditure, and the ex-
penditure must exceed $10,000. The amount of the credit
can be carried forward for 15 years. There is no refund or
carry-back of the credit. The maximum credit in any state
fiscal year may not exceed $250,000.

IC 6-3.1-22.2, HB 1001, SECTION 149 [EFFECTIVE
JANUARY 1, 2001 RETROACTIVE] Provides a tax credit
for re-refined lubrication oil facilities. Provides that pass-
through entities are eligible for the credit. A taxpayer is
entitled to a credit for the amount of real and personal
property taxes paid on the facility. The credit is initially
100% for 2001, and declines to 20% in 2005. A taxpayer
can carry forward unused credits for a period of 2 years.
The Department of Commerce is required to approve the
credit.

IC 6-3.1-23, SB 273, SECTION 1 [EFFECTIVE JANU-
ARY 1, 2002] Creates a voluntary remediation tax credit
for qualified investments involving the remediation of a
brownfield. The credit is equal to the lesser of $100,000,
or 10% of the qualified investment. A legislative body is
required to approve the credit. The taxpayer claims the
credit on the taxpayer’s state tax return. The taxpayer
must submit certification of the credit to the Department.
The Department shall report the total credits granted in
each fiscal year to the Indiana Development Finance
Authority. The authority shall transfer to the state gen-
eral fund an amount equal to the total credits granted
from the subaccount of the environmental remediation
revolving loan fund. A tax credit may not be allowed for a
taxable year that begins after December 31, 2003.

IC 6-3.1-23.8, HB 1001, SECTION 122 [EFFECTIVE
JANUARY 1, 2003] Provides an income tax credit for
property taxes paid on inventory. Pass-through entities
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are eligible for the credit. The credit is available for the
lesser of the assessed value of the property, or an as-
sessed value of $37,500. A utility company is not eli-
gible to claim the credit. If the amount of the credit ex-
ceeds the taxpayer’s tax liability, the excess can be
carried over to the following taxable years. The taxpayer
must claim the credit on the taxpayer’s state tax return,
and submit proof to the Department as to the amount of
property taxes paid.

IC 6-3.5-1.1: COUNTY ADJUSTED GROSS INCOME
TAX (CAGIT)

IC 6-3.5-1.1-1.3, SB 464, SECTION 1 [EFFECTIVE JULY
1, 2001] Provides that a resolution approving a distribu-
tion of money to a solid waste management district ex-
pires on a date specified in the resolution, or remainsin
effect until the county fiscal body revokes or rescinds
the resolution.

IC 6-3.5-1.1-2.5, HB 1503, SECTION 3 [EFFECTIVE
JULY 1, 2001] Provides that Jackson County may con-
tinue to impose an additional county adjusted gross in-
come tax for 8 years (instead of 4 years) to fund the
operating costs of a jail.

IC 6-3.5-1.1-2.7, HB 1710, SECTION 2 [EFFECTIVE
UPON PASSAGE] Provides that Wayne County may
adopt an ordinance to impose additional CAGIT to fi-
nance, construct, and equip a county jail and related
facilities. The additional rate may be imposed at 0.15%,
0.20%, 0.25%. The tax may only be imposed until all
the financing costs are paid, and the term of the bonds
may not exceed 20 years. Provides that any excess
revenue available after all the bonds are paid off shall be
transferred to the county highway fund. Exempts the
additional tax revenue from the formula for certified dis-
tribution of CAGIT revenue.

IC 6-3.5-1.1-3.5, HB 1503, SECTION 4 [EFFECTIVE
JULY 1, 2001] Provides that Pulaski County may con-
tinue to impose an additional county adjusted gross in-
come tax for 8 years (instead of 4 years) to fund the
operating costs of a jail.

IC 6-3.5-1.1-23, HB 1710, SECTION 5 [EFFECTIVE
UPON PASSAGE] Prohibits the General Assembly from
amending or repealing the Wayne County CAGIT law as
long as there are bonds outstanding.

IC 6-3.5-6: COUNTY OPTION INCOME TAX (COIT)

IC 6-3.5-6-1.3, SB 464, SECTION 2, [EFFECTIVE JULY
1, 2001] Provides that a resolution to approving a distri-
bution of money to a solid waste management district
expires on a date specified in the ordinance, or remains

in effect until the county fiscal body revokes or rescinds
the resolution.

IC 6-3.5-7: COUNTY ECONOMIC DEVEL OPMENT IN-
COME TAX (CEDIT)

IC 6-3.5-7-5, HB 1195, SECTION 3 AND HB 1001, SEC-
TION 179 [EFFECTIVE UPON PASSAGE] Permits
Randolph County to impose an additional 0.25% CEDIT
rate for purposes of financing, constructing, and equip-
ping the county courthouse, and renovating the former
county hospital for additional office space. Provides that
the maximum CEDIT and CAGIT combined rates may
not exceed 1.5%.

IC 6-3.5-7-5, HB 1710, SECTION 6 [EFFECTIVE UPON
PASSAGE] Provides that the maximum CAGIT and
CEDIT rate for Wayne County is 1.5%.

IC 6-3.5-7-22.5, HB 1195, SECTION 4 AND HB 1001,
SECTION 180 [EFFECTIVE UPON PASSAGE] Per-
mits Randolph County to impose an ordinance to adopt
an additional CEDIT rate.

IC 6-3.5-8: MUNICIPAL OPTION INCOME TAX (MOIT)

IC 6-3.5-8, HB 1902, SECTION 6, [EFFECTIVE UPON
PASSAGE] Creates the municipal option income tax
(MOIT) in Lake County. The tax is imposed on the in-
come of residents of the municipality and nonresidents
that are not subject to any other local option income
tax. The tax will take effect on September 1, 2001, if the
fiscal body adopts an ordinance before July 1, 2001. If
the ordinance is not adopted in the first year, it will take
effect on July 1 of the year in which the ordinance is
adopted. A municipality may not impose a municipal
option income tax for a calendar year that begins after
December 31, 2005. The maximum rate for the MOIT is
1% for residents and one half of the resident rate for
nonresidents. In May 2003, the Department shall deter-
mine the amount of tax collected for each municipality
from September 1, 2001 through June 30, 2002. The
Department shall notify the municipality of the amount
and the municipality shall within 30 days transfer the
amount determined from the municipality’s general fund
to the county family and children’s fund of the county. In
subsequent years the Department during the month of
May shall notify the municipalities of the amount of tax
collected during the preceding period of July 1 two years
earlier until June 30 of the prior year. The municipality
will make the transfer to the county family and children’s
fund within 30 days of the notification of the Department.
The fiscal body of a municipality may increase or de-
crease the rate by adopting an ordinance after January 1
but before May 1 to take effect July 1. The Department
shall make a certified distribution on or before June 16 of
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each year. The distribution is an estimate of the amount
of tax revenue generated during the period beginning July
1 of the immediately preceding calendar year and end-
ing on June 30 of the immediate succeeding calendar
year. The distribution will be made in 12 equal install-
ments beginning January 1 after the certification is made.
Requires all employers to withhold the tax and report
annually to the Department.

IC 6-4.1: INHERITANCE TAX

IC 6-4.1-3-12.5, SB 190, SECTION 38 [EFFECTIVE JULY
1, 2001] Repeals the provision providing for an affidavit
that states that no inheritance tax is due.

IC 6-4.1-4-0.5, SB 190, SECTION 1 [EFFECTIVE JULY
1, 2001] Reinstates the language that the Department is
required to prescribe the affidavit form that is to be used
to state that there is no inheritance tax due.

IC 6-4.1-4-1, SB 190, SECTION 2 [EFFECTIVE JULY 1,
2001] Requires the inheritance tax return to be filed with
the appropriate probate court within 9 months after the
decedent’s death. Current law allows 12 months.

IC 6-4.1-9-1, SB 190, SECTION 6 [EFFECTIVE JULY 1,
2001] Provides that the inheritance tax is due 12 months
after a decedent’s death. Current law provides that the
tax is due 18 months after the date of death.

IC 6-4.1-9-2, SB 190, SECTION 7 [EFFECTIVE JULY 1,
2001] Provides that if the tax is paid within 9 months of
the decedent’s death, the person making the payment
is entitled to a 5% reduction in the amount of tax due.

IC 6-4.1-11-3, SB 190, SECTION 8 [EFFECTIVE JULY
1, 2001] Provides that the estate tax is due within 12
months of the decedent’s date of death. Current law pro-
vides that the tax is due within 18 months.

IC 6-4.1-11.5-9, SB 190, SECTION 9 [EFFECTIVE JULY
1, 2001] Provides that the generation skipping tax is due
within 12 months after the date of death of the person
whose death resulted in the generation-skipping trans-
fer. Current law provides that the tax is due within 18
months.

IC 6-5.5: FINANCIAL INSTITUTIONS TAX

IC 6-5.5-1-18, HB 1578, SECTION 8 [EFFECTIVE JANU-
ARY 1, 2002] Provides that a unitary business only in-
cludes an entity that transacts business in Indiana.

IC 6-5.5-6-3, HB 1578, SECTION 9 [EFFECTIVE JULY
1, 2002] Changes the estimated payment dates for the
financial institutions tax to correspond with the payment
dates for other corporate taxpayers.

IC 6-6-1.1: GASOLINE TAX

IC 6-6-1.1-606.5, HB 1578, SECTION 10 [EFFECTIVE
JANUARY 1, 2002] Eliminate the requirement for a trans-
porter of gasoline with a capacity of more than 850 gal-
lons to display a transporter permit.

IC 6-6-4.1: MOTOR CARRIER FUEL TAX

IC 6-6-4.1-13,HB 1792, SECTION 1 [EFFECTIVE JULY
1, 2001] Provides that a motor carrier may obtain an
International Fuel Tax Agreement repair and maintenance
permit to come into Indiana to repair vehicles owned by
the carrier. The annual fee is $40 and is in lieu of the
motor carrier fuel tax. This section also provides for an
International Registration Plan repair and maintenance
permit to permit a carrier to come into Indiana to repair
and maintain vehicles owned by the carrier. The $40 an-
nual fee is in lieu of apportioned or temporary IRP fees.

IC 6-6-4.1-14, HB 1578, SECTION 11 [EFFECTIVE JULY
1, 2001] Provides that the Commissioner or the Reci-
procity Commission may enter into the International Fuel
Tax Agreement or other reciprocal agreements with other
jurisdictions.

IC 6-6-4.1-14.5, HB 1578, SECTION 12 [EFFECTIVE
JULY 1, 2002] Spells out the respective authority of the
General Assembly and the International Fuel Tax Agree-
ment.

IC 6-6-4.1-16, HB 1578, SECTION 13 [EFFECTIVE JULY
1, 2001] Provides that the IFTA agreement can provide
for the sharing of information with other jurisdictions.

IC 6-6-4.1-22; IC 6-6-4.1-23; IC 6-6-4.1-24; IC 6-6-4.1-
25; & IC 6-6-4.1-26, HB 1578, SECTIONS 14, 15, 16,
17, & 18 [EFFECTIVE JULY 1, 2001] Changes the refer-
ence from the Base State Fuel Tax Agreement to the
International Fuel Tax Agreement.

IC 6-6-5.5: COMMERCIAL VEHICLE EXCISE TAX

IC 6-6-5.5-8, HB 1578, SECTION 19 [EFFECT