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SUBJECT: Franchise Tax Board’s Court-ordered Debt Collection Program

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

X AMENDMENTS IMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT'S CONCERNS stated in the previous analysis of bill as
X proposed to be amended.

X FURTHER AMENDMENTS NECESSARY.

DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALYSISOF BILL AS proposed to be amended STILL APPLIES.
OTHER - See comments below.

SUMWARY CF BILL

This bill woul d:

1. Extend for one year, until January 1, 2003, the term nation (sunset) of the
court-ordered debt (COD) collection pilot program adm nistered by the Franchise
Tax Board (FTB);

2. Require FTB to address in its report that is due to the Legislature on or
before April 1, 2001, the feasibility and advisability of expanding the COD
collection programto accept referrals fromall 58 counties;

3. Require the Departnent of Justice (DQJ), in consultation with FTB and ot her
specified state entities, to exam ne ways to enhance the use and effectiveness
of the Controller’s offset program which is adm nistered by the FTB, through
integration with the DQJ's Wanted Persons System and require that DQJ report
to the Legislature on or before January 1, 2002;

4. Require the DQJ, in consultation with FTB, to exam ne ways to enhance the use
and effectiveness of FTB's COD col |l ecti on programthrough integration with the
DQJ’ s Want ed Persons System and report to the Legislature on or before
January 1, 2002; and

5. Require any state or |ocal governnental agency, including the FTB, to provide
to the DQJ, a court, or other governmental agency authorized by the DQJ, the
address of any person represented to be a person for whomthere is an
out standi ng arrest warrant.

SUWVARY OF AMENDMENT

During August of 1999, FTB staff received proposed anendnents to the
August 16, 1999, version of SB 1310 and was asked to anal yze the proposed
amendnents rather than the August 16, 1999, anendnents.
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FTB staff raised nunmerous considerations regarding the proposed anendnents. The
aut hor indicated that because of overall concerns regarding the proposed
anendnents, the bill would becone a “two-year bill” to provide time to resolve
all concerns.

The July 6, 2000, anendnments resolve the policy, inplenentation and technical
considerations raised in FTB' s previous analysis of the bill as proposed to be
anended. However, these anmendnents rai se new technical considerations as
expl ai ned bel ow.

EFFECTI VE DATE

This bill would be effective and operative on January 1, 2001

SPECI FI C FI NDI NGS

Under current law, FTB's COD coll ection programwoul d sunset January 1, 2002,
unless legislation is enacted to extend it or make it permanent. The FTBis
required to report the results of the COD collection program and include any
reconmendations for |egislation that woul d be necessary for FTB to be nore
effective in admnistering the program That report to the Legislature is due on
or before April 1, 2001

Under this bill, the termi nation of the COD collection programwould be del ayed
12 nonths to January 1, 2003. This bill would require that FTB, in the report to
the Legislature that is due April 1, 2001, address the feasibility and

advi sability of expanding the programto accept referrals fromall 58 counties.

Under this bill, DQJ, in consultation with FTB, woul d be required to exam ne ways
to enhance the offset programand COD col | ecti on programthrough integration with
the DQJ's Wanted Persons System and report the findings and recommendations to
the Legislature. The report would be due on or before January 1, 2002.

Under current |law, FTB may exchange tax information with other taxing agencies,

i ncluding the Internal Revenue Service (IRS). In addition, FTB nmay discl ose tax
information for other specified purposes, such as child support enforcenent.

Such di scl osures are expressly authorized under Article 2 of Chapter 7 of Part
10. 2 of the Revenue and Taxation Code (RTC). Unless authorized under Article 2
of Chapter 7 of Part 10.2, disclosure of tax information by enployees of FTBis a
m sdeneanor (RTC Section 19542). 1In any event, FTB may be prohibited under
federal law fromdisclosing IRS tax information that FTB may receive, which could
i nclude a taxpayer’s address.

Under this bill, FTB would be required to disclose to DQJ, a court or another
gover nment al agency authorized by DQJ the address of any person represented to be
a person for whomthere is an outstanding arrest warrant. However, the

di scl osure woul d be w thout the expressed authority required by Article 2 of
Chapter 7.

Pol i cy Consi deration

In the past, the three-nmenber FTB has expressed concern wi th disclosing
taxpayer information for a purpose unrelated to tax adm nistration.
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| npl enent ati on Consi der ati ons

FTB staff could inplenent the provisions of this bill. Extending the sunset
date by one year would allow the DQJ study/report to be taken into
consideration if the COD collection programwere nade permanent. However,
as further discussed under “Technical Considerations,” the pilot period
cannot be extended beyond the sunset date.

Wth FTB s existing COD col |l ection programresources, staff anticipates it
woul d be able to consult with the DQJ for purposes of exam ning enhancements
to the offset and COD coll ection prograns through integration with the DQJ' s
Want ed Persons System as required by this bill

However, FTB staff can disclose a person’s address information to DQJ, a
court, or another governnental agency only with express authorization under
Article 2 of Chapter 7 of Part 10.2 of the RTC. (As previously noted, in no
event can such disclosure include IRS information.) As previously discussed
with DQJ staff, the attached Anendnent 5 woul d resolve this consideration

Techni cal Consi derati ons

The attached anendnents woul d resol ve the follow ng technica
consi derati ons:

?? This bill appears to extend the period during which FTB could limt
referrals (pilot period) to June 30, 2003; however, the bill would extend
the underlying COD collection programonly to January 1, 2003 (sunset
date). Froma technical standpoint, the pilot period cannot be extended
beyond the underlying sunset date. Therefore, the attached Amendnent 1
woul d end the pilot period Decenber 31, 2002, consistent with the COD
col Il ection program sunset date.

?? Currently, Section 19280 uses the word “obligor” to refer to the
i ndi vi dual who owes a court ordered debt. However, an “obligor”
generally has been used to refer to an individual who is obligated to pay
child support, whereas “debtor” has a nore general neaning. Therefore,
the correct word for purposes of the COD collection programis “debtor.”
The attached Anmendnent 3 replaces “obligor” with “debtor.”

?? Presently 17 counties participate in FTB' s COD col |l ecti on program
Therefore, to codify current practice the nunber of counties that may
participate should be increased to 17. See attached Amendnent 2.

?? This bill, AB 2371 and AB 524 all anend Section 19280 of the Revenue and
Taxation Code. The author should consider anmending this bill to
“doubl e-join” it to those other bills to prevent “chaptering” problens.
However, according to the author’s office, AB 524 will not be noved in
its current form Thus, the attached | anguage (Anendnents 4 and 6)
addresses SB 1310 and AB 2371 only.
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LEG SLATI VELY MANDATED REPORTS

The DQJ, in consultation with FTB, woul d be required to exam ne ways to enhance
the use and effectiveness of both the offset programand FTB's CCD col | ection
program through integration with the DQJ's Wanted Persons System and report to
the Legislature on or before January 1, 2002.

FI SCAL | MPACT

Wth the adoption of the anendnments to resolve the technical considerations, this
bill would not significantly affect FTB' s operations or progranms or FTB' s
collections of CODs. Any increases in FTB s departnental costs as a result of
extendi ng the COD coll ection program sunset woul d be rei nbursed through FTB' s COD
coll ections, not to exceed 15% of the amount it collects, as provided under
current | aw (Revenue and Taxation Code Section 19282(b)).

BOARD PCSI TI ON

Pendi ng.
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FRANCH SE TAX BQARD S
PROPCSED AMENDMVENTS TO SB 1310
As Anended 07/ 06/ 00

AVENDMENT 1
On page 6, line 38, strike out “June, 30, 2003” and insert:
Decenber 31, 2002
AMENDMENT 2
On page 6, line 40, strike out “15” and insert:
17
AMENDVENT 3

On page 7, lines 9 and 16, and on page 8, line 13, strike out
“obligor” and insert:

debt or
AVENDMVENT 4
On page 8, between lines 20 and 21, insert:

SEC. 3.5. Section 19280 of the Revenue and Taxation Code is anmended to read:
19280. (a) (1) Fines, state or local penalties, forfeitures, restitution fines,
restitution orders, or any other ampbunts inposed by a superior or rmunicipal court
of the State of California upon a person or any other entity that is due and
payabl e in an anmount totaling no |l ess than two hundred fifty dollars ($250), in
the aggregate, for crimnal offenses, including all offenses involving a
violation of the Vehicle Code, except offenses relating to parking or

regi stration or offenses by pedestrians or bicyclists, may, no sooner than 90
days after paynent of that anmount becones delinquent, be referred by the county
or the state to the Franchi se Tax Board for collection under guidelines

prescri bed by the Franchi se Tax Board.

(2) Restitution fines inposed by a superior or nunicipal court of the State of
California upon a person or any other entity that are enforceable by the State
Board of Control and are due and payable in an anount totaling no | ess than one
hundred dollars ($100), in the aggregate, for crimnal offenses, including al
of fenses involving a violation of the Vehicle Code, except offenses relating to
parking or registration or offenses by pedestrians or bicyclists be referred by
the State Board of Control to the Franchi se Tax Board for collection under




gui del i nes prescri bed by the Franchi se Tax Board. The debt collection casel oad
nmay be limted based on the current capacity of the Franchi se Tax Board.

(3) For purposes of this subdivision:

(A) The amounts referred by the county or state under this section may include
any anounts that a government entity may add to the court-inposed obligation as a
result of the underlying offense, trial, or conviction. For purposes of this
article, those anobunts shall be deenmed to be inposed by the court.

(B) Restitution orders may be referred to the Franchi se Tax Board only by a
government entity, as agreed upon by the Franchi se Tax Board, provided that all
of the follow ng apply:

(i) The government entity has the authority to collect on behalf of the state
or the victim

(ii) The governnent entity shall be responsible for distributing the
restitution order collections, as appropriate.

(iii) The governnent entity shall ensure, in nmaking the referrals and
distributions, that it coordinates with any other related collection activities
that may occur by counties or other state agencies.

(iv) The governnent entity shall ensure conpliance with laws relating to the
rei mbursenment of the State Restitution Fund.

(© The Franchise Tax Board shall establish criteria for referral, which shal
include setting forth a m ninmum dollar amount subject to referral and collection.

(b) Fer—the—periodJdanuary—1—1995—tobecenber 3L —1997+nelusi-ve—tor

I I. - I , I F I. I E | I. . r I . . _
(1) For the period January 1, 2001, to Decenber 31, 2002, inclusive, the

Franchi se Tax Board nay |limt referrals under the program authorized by this
article to 17 counti es.

(2) The report required to be issued by the Franchi se Tax Board pursuant to
Section 13 of Chapter 1242 of the Statutes of 1994, as anmended by Section 46 of
Chapter 604 of the Statutes of 1997, is due to the Legislature on or before Apri
1, 2001, and shall specifically address the feasibility and advisability of
expandi ng the program aut hori zed by this article to accept referrals fromall 58
counti es.

(c) Upon witten notice to the ebHger—debtor fromthe Franchise Tax Board, any
amount referred to the Franchi se Tax Board under subdivision (a) and any interest
t hereon, including any interest on the anmount referred under subdivision (a) that
accrued prior to the date of referral, shall be treated as final and due and
payable to the State of California, and shall be collected fromthe ebl-gor
debt or by the Franchise Tax Board in any manner authorized under the | aw for
coll ection of a delinquent personal income tax liability, including, but not
limted to, issuance of an order and |levy under Article 4 (comrencing with
Section 706.070) of Chapter 5 of Division 2 of Title 9 of Part 2 of the Code of
G vil Procedure in the manner provided for earnings wthhol ding orders for taxes.

(d) (1) Part 10 (conmmencing with Section 17001), this part, Part 10.7
(comrencing with Section 21001), and Part 11 (commencing with Section 23001)
shall apply to anounts referred under this article in the sanme manner and with
the sanme force and effect and to the full extent as if the |anguage of those |aws
had been incorporated in full into this article, except to the extent that any
provision is either inconsistent with this article or is not relevant to this
article. (2) Any information, information sources, or enforcement renedies and
capabilities available to the court or the state referring to the anmount due
descri bed in subdivision (a), shall be available to the Franchise Tax Board to be




used in conjunction with, or independent of, the information, information
sources, or renedies and capabilities available to the Franchi se Tax Board for
pur poses of adm nistering Part 10 (commencing with Section 17001), this part,
Part 10.7 (commencing with Section 21001), or Part 11 (conmencing w th Section
23001) .

(e) The activities required to inplenment and adm nister this part shall not
interfere with the primary m ssion of the Franchise Tax Board to adm ni ster Part
10 (comrencing with Section 17001) and Part 11 (commencing with Section 23001).

(f) For amounts referred for collection under subdivision (a), interest shal
accrue at the greater of the rate applicable to the amount due being collected or
the rate provided under Section 19521. Wen notice of the anmount due incl udes
interest and is nailed to the ebl-gerdebtor and the anobunt is paid within 15 days
after the date of notice, interest shall not be inposed for the period after the
date of notice.

(g) In no event shall a collection under this article be construed as a paynent
of incone taxes inmposed under Part 10 (conmencing with Section 17001) or Part 11
(comrencing with Section 23001).

AVENDIVENT 5
On page 8, line 34, after “5.” insert:
Section 19550 is added to the Revenue and Taxati on Code to read:

Section 19550. Pursuant to Section 817.5 of the Penal Code, upon request from
the Departnment of Justice, in a formand manner prescribed by the Franchi se Tax
Board, the Franchi se Tax Board shall provide to the Departnent of Justice, a
court, or any California | aw enforcenent agency, the address of any person
represented to be a person for whomthere is an outstanding arrest warrant.

SEC. 6.

AVENDMENT 6
On page 9, after line 2, insert:

SEC. 7. Section 3.5 of this bill incorporates anendnments to Section 19280 of the
Revenue and Taxation Code proposed by both this bill and AB 2371. Section 3.5 of
this bill shall only beconme operative if (1) both bills are enacted and becone
effective on or before January 1, 2001, (2) each bill anends Section 19280 of the
Revenue and Taxation Code, and (3) this bill is enacted after AB 2371, in which
case Section 3 of this bill shall not becone operative.



