Commission on Regulation of Payroll Service Companies

October 24, 2013 Meeting

Agenda Item III.  Additional Background Discussion

Since the initial meeting of this Commission on September 19, 2013, on October 11, 2013, Linda Vasbinder, Assistant to Deputy Comptroller David Roose, Chairman of this Commission, received a list of questions from Juan Sempertequi, Member of this Commission and the Director of Licensing for the Division of Financial Regulation at DLLR, that he said would be helpful as we research payroll service issues.
The questions were broken down into two groups.  The first group of questions is specific to Accupay and the second group for the payroll service industry in general.  The questions and our responses are as follows:

AccuPay

1. How many entities paid payroll taxes using AccuPay?

We are not able to determine which entities paid payroll taxes using AccuPay.

2. How much in tax revenue was paid by AccuPay clients in 2012?

We do not have sufficient information to determine how much tax revenue was paid by AccuPay clients in 2012.

3. How many complaints has the Comptroller's office received related to AccuPay prior to April 2013?

We have no knowledge that the Comptroller's office received any complaints related to AccuPay prior to April 2013.

4. How many complaints has the Comptroller's office received related to AccuPay?

The Comptroller’s office has received at least 90 complaints related to AccuPay which is the number of taxpayers for whom we have processed interest and penalty abatements.

5. How much has been stolen from AccuPay clients?

The Comptroller’s office has no knowledge or records of how much has been stolen from AccuPay clients.
6. How much tax revenue has been lost as a result of AccuPay's actions?

Tax is not being abated as a result of AccuPay’s actions so there should be no loss of tax revenue; merely a timing difference on the receipt of the tax revenue. However, interest and penalties are being abated as provided in the response to the next question.

7. How much in interest and penalties has been waived by the Comptroller's office related to AccuPay's clients?

$227,863.11 in interest and penalties have been abated by the Comptroller’s office for 90 AccuPay clients.

Payroll Service Industry

9. How many payroll companies have submitted tax revenue payments to the Comptroller's office in 2010, 2011, 2012, and 2013?
We are not able to determine how many payroll companies have submitted tax revenue payments to the Comptroller’s office for any tax years.

How much tax revenue has been paid by payroll companies to the Comptroller's office on behalf of clients in 2010, 2011, 2012, and 2013?
We are not able to determine how much tax revenue has been paid by payroll companies to the Comptroller’s office on behalf of clients for any tax years.

How many complaints have been filed with the Comptroller's office by companies against payroll companies in 2010, 2011, 2012, and 2013?
The Comptroller’s office has received at least 90 complaints related to AccuPay in 2013.  We have no knowledge or records that the Comptroller's office received any complaints related to payroll service providers prior to those received for AccuPay.
In those complaints, how much is it alleged has been stolen in 2010, 2011, 2012, and 2013?
The Comptroller’s office has no records of how much it is alleged that has been stolen.  However, local authorities and the courts have reported on such figures to the media.
What process does the Comptroller's office follow to investigate payroll service company complaints?
The Comptroller’s office has processes in place to assist taxpayers with tax related issues.  Taxpayers with complaints and issues (which are likely civil or possibly criminal matters) with a payroll service company are directed to seek counsel on civil matters and the local authorities on criminal matters.
What resources has the Comptroller's office spent to investigate payroll service company complaints in 2010, 2011, 2012 and 2013?

After the AccuPay story broke in 2013, the Comptroller issued a press release assigning his Ombudsman as the point of contact for all Accupay client victims for the purpose of assisting those taxpayers with outstanding tax liabilities.  It is our understanding that the investigation of the complaints against AccuPay is being conducted by the local authorities.  
How much tax revenue has been lost as a result of payroll service companies failing to pay their clients taxes in 2010, 2011, 2012 and 2013?

As responded with respect to AccuPay above, tax would not be abated so there should be no loss of tax revenue for any year, but merely a timing difference on the receipt of income.
How much in interest and penalties have entities paid as a result of payroll service companies failing to pay their clients taxes in 2010, 2011, 2012 and 2013?

Other than the information provided for AccuPay, we have no knowledge or records of how much interest and penalty, if any, entities have paid as a result of payroll service companies failing to pay their clients taxes for any tax years.
Does the Comptroller's office contact the IRS when it receives a complaint against a payroll service company?  If so, how many times has that happened?

No

Does the IRS contact the Comptroller's office when it receives a complaint against a payroll service company? If so, how many times has that happened?
No 

Is it possible to create possible a searchable database on the Comptroller's site so that Maryland companies can verify that their payroll taxes have been paid?

While it may be possible, our current technology applications do not include a searchable database on the Comptroller's site so that Maryland companies can verify that their payroll taxes have been paid.
We have no further information to report.

Thank you.
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