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SUBJECT: FTB Di sclosure of Tax Return Information to Charter Cities |If Witten
Agr eenent Exists

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of hill as
introduced/amended

AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTSDID NOT RESOLVE THE DEPARTMENT’S CONCERNS stated in the previous analysis of bill as
introduced/amended

X FURTHER AMENDMENTS NECESSARY .
X DEPARTMENT POSITION CHANGED TO NEUTRAL.
X REMAINDER OF PREVIOUS ANALYSISOF BILL ASINTRODUCED FEBRUARY 11, 1999, STILL APPLIES.

OTHER - See comments below.

SUMVARY OF BILL

Under the Adm nistration of Franchise and Inconme Taxes (AFITL), this bill would
permt the Franchise Tax Board (FTB) to disclose California inconme tax
information to tax officials of charter cities in California. D sclosure would
be under a witten agreenent and would be limted to (1) information essenti al
for tax adm nistration purposes, (2) information regarding only taxpayers with a
busi ness or residence-based business |ocated wthin the charter city, and (3) a
t axpayer’ s nane, address, social security or taxpayer identification nunber, and
busi ness activity code. Use of the information would be limted to enpl oyees of
the taxing authority of a charter city.

The charter city first would be required to certify to the FTB that taxpayers in
t he business activity codes for which information is requested are subject to tax
under the city’s ordinance. However, disclosure of information on individuals
self-identified as engagi ng in business or professional activity code 711510 or
711130 woul d not be allowed if certain conditions are net.

SUMVARY OF AMENDMENT

The April 28, 1999 amendmnents:

i nstead woul d add Section 19551.1 to the R&TC

specify that individuals identified as engaging in federal business or

prof essional activity codes 711510 (i ndependent artists, witers and
perfornmers) or 711130 (nusicians) could not be reported by the FTB to charter
cities unless the FTB first notifies the taxpayer and the taxpayer fails to
respond. The FTB could provide information to a charter city on individuals
identified as engaging in federal professional activity codes 711510 or 711130
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only if the taxpayer does not certify within 90 days of receipt of a notice
that the taxpayer is a witer, musician, director, or other creative artist, as
defi ned;

provide that the FTB nmay not use information for taxpayers described above for
pur poses of a nunicipal tax ammesty or other rnunicipal tax enforcenment program
provide a repeal date of January 1, 2007,

require the California Research Bureau to prepare a report to the Legislature
by Decenber 31, 2005, on the effectiveness of this bill

Except for the discussion above, the new position, the resolution of the

i npl ementation consideration relating to business activity codes and the prior
t echni cal considerations, and the new consi derati ons shown bel ow, the
departnment’s anal ysis of AB 385 as introduced February 11, 1999, still applies.

| npl ement ati on Consi deration

This bill would allow the FTB to provide information to charter cities about
taxpayers in professional activity codes 711510 or 711130 on their Schedul e
Cif, after 90 days fromrecei pt of the notice, the taxpayer does not submt
occupational certification. However, it is not possible for the FTB to know
when or whet her a taxpayer received notification. Consistent with other
notice requirenents in the Revenue and Taxation code, a nore viable solution
woul d allow the FTB to provide information to cities if the FTB has not
received a response fromthe taxpayer within a given nunber of days after
sendi ng the notification

Techni cal Consi deration

Subdi vi sion (a) nmakes reference to tax information FTB is allowed to provide
pursuant to subdivision (a) of Section 19551. However, Section 19551 (a)
does not refer to charter cities, and the only such reference in that
section is in subdivision (b). Further amendnents to clarify the author’s
intent would assist the departnment in inplenmenting the bill

The repeal |anguage in this bill varies fromthe | anguage typically provided
to repeal a section. Amendnent 1 would provide |anguage simlar to the
| anguage usually contained in the R&TC

Code 711130 is a valid code within the North American |ndustry
Classification System but it is not utilized for purposes of federa
princi pal business or professional activity reported on a taxpayer’'s federal
tax return. To ensure that the bill excludes the intended taxpayers from
having information reported to cities, the author may wi sh to revise the
reference to code 711130.

The bill specifies that information may not be provided on a taxpayer who
identified his or her business or professional activity code for federal

i ncone tax purposes as described under federal codes enconpassing

“i ndependent witers, artists, and perforners” and “nusicians,” but then
states that the taxpayer nust certify that he or she is a “witer, mnusician
director, or other creative artist.” The terns used by the bill should be
consi stent.
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BOARD POSI TI ON

Neut r al

At its March 23, 1999, neeting, the Franchise Tax Board voted to take a neutral
position on this bill as introduced February 11, 1999.



Anal yst Colin Stevens
Tel ephone # 845-3036
At t or ney Patri ck Kusi ak

FRANCHI SE TAX BOARD S
PROPCSED AMENDIVENTS TO AB 385
As Anended April 28, 1999

AMENDMENT 1

On page 5, lines 26-27, strike “unless a |later enacted statute del etes
or extends that date”



