GUIDE TO COMMERCE CITY’S
VOLUNTARY DISCLOSURE PROGRAM

In order to enter into a voluntary disclosure agreement, the City of Commerce City (the “City”) requires
that a company provide certain information, representations, and warranties. These are set forth in an
offer by the company called the “Statement of Representations and Inducements” (Exhibit “A”), and are
more fully explained in that document. Briefly they are:

1. Adescription of the taxpayer’s activities and the date the activities began;

An estimate of Commerce City tax liability for previous tax periods;

3. A disclosure with respect to whether the company has or has not collected the relevant
taxes;

4. A representation that the company has not been previously contacted by the City of
Commerce City;

5. A representation that the failure to file is not the result of fraud or gross negligence on the
part of the company.

N

A voluntary disclosure agreement request can be completed by performing the following steps:

Step 1. Read the entire packet consisting of the Agreement for License Registration and Payment of City
of Commerce City, Colorado Sales and Use Taxes, Statement of Representations and Inducements
(Exhibit “A”) and Statement of Tax Liabilities (Exhibit “B”). A lot of the questions you may have will be
answered.

Step 2. The “Agreement for License Registration and Payment of City of Commerce City Sales and Use
Taxes” will normally be filled out by the City after review of the company’s Exhibit “A”. The copy is
provided on our website so you can review the standard agreement. The voluntary disclosure request
may be submitted anonymously.

Terms Paragraphs 1)-3). The City will normally require a look-back period, whereby the company will
pay taxes covering a certain number of years past. The length of the look-back period or the City’s
requirement of one will depend on the nature of the company’s activities and the size of past years’
potential tax liabilities as submitted in Exhibit “B”.

The City expects that a normal voluntary disclosure agreement will contain a provision for a look-back
period of a minimum of three years for sales/use tax.

Paragraph 7). Whether penalties for taxes due for the period of non-filing are waived, and the extent of
the waiver, will depend on the size of the liability as well as the explanation for the failure to file as
stated in Exhibit “A”.

Step 3. Complete an Exhibit “A” for the company. Be sure to answer all questions and submit all facts
as requested in the Statement of Representations and Inducements (Exhibit “A”). Please be specific.
Vagueness or ambiguity will only hinder the City’s attempt to determine the company’s liability and
reach an agreement.

Step 4. Complete an Exhibit “B”. Check the tax liabilities which the company wishes to settle.



It is hoped these guidelines answer most of your questions about the City’s policy with respect to
voluntary disclosure agreements.

If you wish to enter into a voluntary disclosure agreement, please submit an Exhibit “A” and Exhibit “B”
and send them to the address at the bottom of this page.

After we review the offer, if it is acceptable, we will complete an Agreement for License Registration and
Payment of City of Commerce City, Colorado Sales and Use Taxes, sign the agreement and mail it to you.
We will send the necessary registration forms for the company to fill out with the signed agreement.

At that point, the company should sign the original agreement, include the company name, fill out any
registration forms, keep a copy, and return the originals to us. You would then begin to comply with the
terms of the agreement. Once the identity of the company is known to us, if contact from you regarding
the agreement is to be made through a representative (CPA, lawyer, etc.), please provide a Power of
Attorney.

Your response should be made to:

Tax Manager

City of Commerce City
7887 E. 60" Avenue
Commerce City, CO 80022

Director of Finance

City of Commerce City
7887 E. 60" Avenue
Commerce City, CO 80022



EXHIBIT “A”
STATEMENT OF REPRESENTATIONS
AND INDUCEMENTS

Nature of the Company’s business

Comprehensively describe the Company’s business, including what the business sells, the services it
provides, the date the Company or its predecessor started conducting business in the City of Commerce
City, Colorado, any change of ownership, including change of forms of ownership (e.g. partnership,
limited liability company, etc.) and any other business facts that might have a bearing on tax liability.
Nature of the Company’s present tax contacts with the City of Commerce City, Colorado (the “City”)

Describe any taxes that the Company presently files with the City

State that the Company has, in Exhibit “B”, checked all taxes that is has reason to believe may be due to
the City.

Facts giving rise to settlement — determination of tax nexus

Describe the nature of the contact of the Company with the City. Explain the reason for the Company’s
earlier belief that filing of the relevant taxes was not required. Explain the reason or the change in
circumstances that has caused the Company to seek this agreement. Has the Company sought a recent

legal opinion which revealed that the Company is liable for taxes to Commerce City?

State that the Company’s past determination that taxes where not due to the City of Commerce City was
not a result of fraud or gross negligence (either by current management or by previous management).

Statement of past tax contacts with the City of Commerce City

Describe any recent (within the last three years) contacts between the City of Commerce City and the
Company. Has the Company been contacted by the City recently with respect to the filing of taxes? Has
the Company recently been contacted by the City with respect to an audit or is the Company now under
audit?

Statement of collection of sales taxes

State whether the Company has failed to collect any sales taxes that it was obligated to collect or
whether the Company has collected the taxes but failed to remit them to the City.

Statement of estimated tax liability
If disclosing a prior sales/use tax liability
Give a year-by-year estimate of the amount of sales and use taxes that the Company should have

remitted to the City for the last three years. State that the sales and use tax liability for the Company for
any previous year is not greater than the tax liability disclosed for any one of the last three years.



EXHIBIT “B”
STATEMENT OF TAX LIABILITIES

Name of taxpayer and address:

(the “Company”)

Tax Liability Rate Period From Period To
Sales Tax 3.5%
Use Tax 3.5%
Tax Liability Rate Period From Period To
Sales Tax 4.5%
Use Tax 4.5%

(Note: The sales and use tax rate was increased to 4.5%, effective January 1, 2014)





