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SUBJECT: Confidentiality/ Taxpayer Communi cati ons

Assenbly Bill 1016 (Briggs), as enacted on nonth Septenber 14, 2000, nade the
followi ng changes to California | aw

Section 21028 is added to the Revenue and Taxati on Code.

This act generally confornms to federal law. It entitles a taxpayer to the sane
confidentiality privilege for conmuni cati ons between a taxpayer and a federally
aut horized tax practitioner with respect to the tax advice as exists for

comuni cati ons between a client and an attorney. Tax advice is defined to include
advice with respect to a state tax matter, including federal tax advice if it
relates to the state tax matter. Federal tax advice is defined to include advice
given by an individual within the scope of his or her authority to practice before
the IRS on noncrimnal tax matters.

A federally authorized practitioner is any individual who is authorized under
federal law to practice before the IRS (i.e., attorneys, certified public
accountants and enrol |l ed agents).

The privilege applies only in any noncrimnal tax matter before FTB, but does not
apply to claimfor refund actions filed in Superior Court. The privilege also does
not apply to a witten conmuni cation regarding a corporation’ s involvenent in or
pronotion of tax shelters. Tax shelter nmeans a partnership or other entity, any

i nvestment plan or arrangenment, or any other plan or arrangenent if a significant
pur pose of the partnership, entity, plan or arrangenent is the avoi dance or evasion
of federal income tax.

This act includes a limtation on the privilege and a sunset date that is not
included in the federal law. This act limts the privilege so that it does not
apply in any proceeding to revoke or otherw se discipline any license or right to
practice by any governnental agency. The privilege sunsets on January 1, 2005,
unl ess subsequent | egislation deletes or extends the sunset date.

This act is effective January 1, 2001, and will be repeal ed January 1, 2005. It
applies to conmuni cati ons nade on or after January 1, 2001

This act will not require any reports by the departnent to the Legislature.
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