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Amend Sections 9271, 30459.1, 32471, 40211, 41171, 43522, 45867, 46622,
50156.11, 55332 and 60636 of the Revenue and Taxation Code to allow small case
authority approval by the executive director and chief counsel, jointly, of special
taxes and fees settlement matters not exceeding $5,000, consistent with the Sales
and Use Tax Law.

Source: Legal Department

Existing Law:

Existing law permits the Board of Equalization (Board) to settle a tax dispute without
recourse to litigation consistent with a reasonable evaluation of the costs and risks
associated with litigation of the matter. This process is intended to avoid the costs and
uncertainty of future litigation for both the state and the taxpayer and to accelerate
resolution of disputed liabilities and collection of revenue. The Board’s settlement
program is available to taxpayers or feepayers who have a petition for redetermination,
late protest, or claim for refund pending in connection with a tax or fee liability
administered by the Board. Settlement proposals may be considered for civil tax or fee
matters in dispute under the following tax and fee programs: Sales and Use Tax Law,
Use Fuel Tax Law, Cigarette and Tobacco Products Tax Law, Alcoholic Beverage Tax
Law, Energy Resources Surcharge Law, Emergency Telephone Users Surcharge Law,
Hazardous Substances Tax Law (Childhood Lead Poisoning Prevention Fee and
Occupational Lead Poisoning Prevention Fee), Integrated Waste Management Fee
Law, Oil Spill Response, Prevention Fee and Administration Fee Law, Underground
Storage Tank Maintenance Fee Law, Fee Collection Procedures Law (Tire Recycling
Fee, Marine Invasive Species Fee, License and Administration Fee for Manufacturers
and Importers, Covered Electronic Waste Recycling Fee) and Diesel Fuel Tax Law.

Under existing law, the Board’s Executive Director or Chief Counsel, may recommend to
the Board, itself, a settlement of any civil tax matter in dispute. Any such
recommendation must first be submitted to the Attorney General, who must advise the
Board within 30 days whether the proposed settlement is reasonable from an overall
perspective. The members of the Board must then approve or deny the settlement
recommendation within 45 days of the submission of the recommendation to the Board.

In smaller case settlements, the Board’s Executive Director and Chief Counsel, jointly,
can approve civil tax dispute settlements involving a reduction in sales and use tax and
penalties of $5,000 or less without review by the Attorney General. When such small
case settlements are approved, the Board members must be notified.

The settlement authority was originally authorized by Assembly Bill 3225 (Ch. 708,
Stats. 1992) and was extended indefinitely by Assembly Bill 3308 (Ch. 138, Stats.
1994). With the enactment of Assembly Bill 2894 (Ch. 723, Stats. 2000) the Executive
Director and Chief Counsel of the Board were provided with authority to jointly approve
settlements involving a reduction in sales and use tax and penalties of $5,000 or less
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without Attorney General review. However, this measure did not grant similar joint
approval authority for settlements involving special taxes and fees.

This proposal:

This proposal would allow the Board’s Executive Director and Chief Counsel, jointly, to
approve special taxes and fees settlements of $5,000 or less, consistent with the Sales
and Use Tax Law.

The purpose of this proposal is to streamline the Board’s settlement program for special
tax and fee smaller cases. Smaller dollar cases tend to involve taxpayers with
uncomplicated issues that should be handled on an expedited basis. If this proposal
were to become law, staff could settle these smaller cases more quickly and efficiently.
Taxpayers could have these cases resolved approximately 6 to 8 weeks sooner and
revenue collection on these cases would be accelerated by 6 to 8 weeks. In addition,
staff time currently devoted to preparing the detailed recommendations to be reviewed
by the Attorney General on these smaller cases could be more productively spent in
processing the more significant settlement cases.

Section 9271 of the Revenue and Taxation Code is amended to read:

9271. (a) It is the intent of the Legislature that the State Board of Equalization, its
staff, and the Attorney General pursue settlements as authorized under this section
with respect to civil tax matters in dispute that are the subject of protests, appeals, or
refund claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Except as provided in _paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the
board may recommend to the State Board of Equalization, itself, a settlement of any
civil tax matter in dispute.

(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil tax matter in dispute involving a reduction of tax or
penalties in settlement, the total of which reduction of tax and penalties in settlement
does not exceed five thousand dollars ($5,000), may be approved by the executive
director and chief counsel, jointly. The executive director shall notify the board,
itself, of any settlement approved pursuant to this paragraph.
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(c) Whenever a reduction of tax or penalties or total tax and penalties in settlement
in excess of five hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file for at least one year in the office of the executive director of
the board a public record with respect to that settlement. The public record shall
include all of the following information:

(1) The name or names of the taxpayers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For any settlement approved by the board, itself, Fthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
structure that, if disclosed, would adversely affect the taxpayer or the national
defense.

(d) The members of the State Board of Equalization shall not participate in the
settlement of tax matters pursuant to this section, except as provided in subdivision
(e).

(e) (1) Any recommendation for settlement shall be approved or disapproved by
the board, itself, within 45 days of the submission of that recommendation to the
board. Any recommendation for settlement that is not either approved or
disapproved by the board, itself, within 45 days of the submission of that
recommendation shall be deemed approved. Upon approval of a recommendation
for settlement, the matter shall be referred back to the executive director or chief
counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same
requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions. Except
as provided in subdivision (c), any settlement considered or entered into pursuant to
this section shall constitute confidential tax information for purposes of Section 9255.

(h) This section shall apply only to civil tax matters in dispute on or after the
effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
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Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.

Section 30459.1 of the Revenue and Taxation Code is amended to read:

30459.1. (a) It is the intent of the Legislature that the State Board of Equalization,
its staff, and the Attorney General pursue settlements as authorized under this
section with respect to civil tax matters in dispute that are the subject of protests,
appeals, or refund claims, consistent with a reasonable evaluation of the costs and
risks associated with litigation of these matters.

(b) (1) Except as provided in _paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the
board may recommend to the State Board of Equalization, itself, a settlement of any
civil tax matter in dispute.

(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil tax matter in dispute involving a reduction of tax or
penalties in settlement, the total of which reduction of tax and penalties in settlement
does not exceed five thousand dollars ($5,000), may be approved by the executive
director and chief counsel, jointly. The executive director shall notify the board,
itself, of any settlement approved pursuant to this paragraph.

(c) Whenever a reduction of tax or penalties or total tax and penalties in settlement
in excess of five hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file for at least one year in the office of the executive director of
the board a public record with respect to that settlement. The public record shall
include all of the following information:

(1) The name or names of the taxpayers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For_any settlement approved by the board, itself, Fthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
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structure that, if disclosed, would adversely affect the taxpayer or the national
defense.

(d) The members of the State Board of Equalization shall not participate in the
settlement of tax matters pursuant to this section, except as provided in subdivision
(e).

(e) (1) Any recommendation for settlement shall be approved or disapproved by
the board, itself, within 45 days of the submission of that recommendation to the
board. Any recommendation for settlement that is not either approved or
disapproved by the board, itself, within 45 days of the submission of that
recommendation shall be deemed approved. Upon approval of a recommendation
for settlement, the matter shall be referred back to the executive director or chief
counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same
requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g9) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions. Except
as provided in subdivision (c), any settlement considered or entered into pursuant to
this section shall constitute confidential tax information for purposes of Section
30455.

(h) This section shall apply only to civil tax matters in dispute on or after the
effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.

Section 32471 of the Revenue and Taxation Code is amended to read:

32471. (a) It is the intent of the Legislature that the State Board of Equalization, its
staff, and the Attorney General pursue settlements as authorized under this section
with respect to civil tax matters in dispute that are the subject of protests, appeals, or
refund claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Except as provided in _paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the




BUSINESS TAXES
SUGGESTION NO: 2-1
PAGE 6 OF 20

board may recommend to the State Board of Equalization, itself, a settlement of any
civil tax matter in dispute.

(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil tax matter in dispute involving a reduction of tax or
penalties in settlement, the total of which reduction of tax and penalties in settlement
does not exceed five thousand dollars ($5,000), may be approved by the executive
director and chief counsel, jointly. The executive director shall notify the board,
itself, of any settlement approved pursuant to this paragraph.

(c) Whenever a reduction of tax or penalties or total tax and penalties in settlement
in excess of five hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file for at least one year in the office of the executive director of
the board a public record with respect to that settlement. The public record shall
include all of the following information:

(1) The name or names of the taxpayers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For _any settlement approved by the board, itself, Fthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
structure that, if disclosed, would adversely affect the taxpayer or the national
defense.

(d) The members of the State Board of Equalization shall not participate in the
settlement of tax matters pursuant to this section, except as provided in subdivision
(e).

(e) (1) Any recommendation for settlement shall be approved or disapproved by
the board, itself, within 45 days of the submission of that recommendation to the
board. Any recommendation for settlement that is not either approved or
disapproved by the board, itself, within 45 days of the submission of that
recommendation shall be deemed approved. Upon approval of a recommendation
for settlement, the matter shall be referred back to the executive director or chief
counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
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settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same
requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g9) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions. Except
as provided in subdivision (c), any settlement considered or entered into pursuant to
this section shall constitute confidential tax information for purposes of Section
32455.

(h) This section shall apply only to civil tax matters in dispute on or after the
effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.

Section 40211 of the Revenue and Taxation Code is amended to read:

40211. (a) It is the intent of the Legislature that the State Board of Equalization, its
staff, and the Attorney General pursue settlements as authorized under this section
with respect to surcharge matters in dispute that are the subject of protests, appeals,
or refund claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Except as provided in paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the
board may recommend to the State Board of Equalization, itself, a settlement of any
surcharge matter in dispute.

(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil surcharge matter in dispute involving a reduction of
surcharge or penalties in settlement, the total of which reduction of surcharge and
penalties in_settlement does not exceed five thousand dollars ($5,000), may be
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approved by the executive director and chief counsel, jointly. The executive director
shall notify the board, itself, of any settlement approved pursuant to this paragraph.

(c) Whenever a reduction of surcharge or penalties or total surcharge and
penalties in settlement in excess of five hundred dollars ($500) is approved pursuant
to this section, there shall be placed on file for at least one year in the office of the
executive director of the board a public record with respect to that settlement. The
public record shall include all of the following information:

(1) The name or names of the surcharge payers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For _any settlement approved by the board, itself, Fthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
structure that, if disclosed, would adversely affect the surcharge payer or the
national defense.

(d) The members of the State Board of Equalization shall not participate in the
settlement of surcharge matters pursuant to this section, except as provided in
subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or disapproved by
the board, itself, within 45 days of the submission of that recommendation to the
board. Any recommendation for settlement that is not either approved or
disapproved by the board, itself, within 45 days of the submission of that
recommendation shall be deemed approved. Upon approval of a recommendation
for settlement, the matter shall be referred back to the executive director or chief
counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same
requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions.

(h) This section shall apply only to surcharge matters in dispute on or after the
effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
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Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.

Section 41171 of the Revenue and Taxation Code is amended to read:

41171. (a) It is the intent of the Legislature that the State Board of Equalization, its
staff, and the Attorney General pursue settlements as authorized under this section
with respect to surcharge matters in dispute that are the subject of protests, appeals,
or refund claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Except as provided in paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the
board may recommend to the State Board of Equalization, itself, a settlement of any
surcharge matter in dispute.

(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil surcharge matter in dispute involving a reduction of
surcharge or penalties in settlement, the total of which reduction of surcharge and
penalties in settlement does not exceed five thousand dollars ($5,000), may be
approved by the executive director and chief counsel, jointly. The executive director
shall notify the board, itself, of any settlement approved pursuant to this paragraph.

(c) Whenever a reduction of surcharge or penalties or total surcharge and
penalties in settlement in excess of five hundred dollars ($500) is approved pursuant
to this section, there shall be placed on file for at least one year in the office of the
executive director of the board a public record with respect to that settlement. The
public record shall include all of the following information:

(1) The name or names of the surcharge payers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For any settlement approved by the board, itself, Fthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
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structure that, if disclosed, would adversely affect the surcharge payer or the
national defense.

(d) The members of the State Board of Equalization shall not participate in the
settlement of surcharge matters pursuant to this section, except as provided in
subdivision (e).

(e) (1) Any recommendation for settlement shall be approved or disapproved by
the board, itself, within 45 days of the submission of that recommendation to the
board. Any recommendation for settlement that is not either approved or
disapproved by the board, itself, within 45 days of the submission of that
recommendation shall be deemed approved. Upon approval of a recommendation
for settlement, the matter shall be referred back to the executive director or chief
counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same
requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g9) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions.

(h) This section shall apply only to surcharge matters in dispute on or after the
effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.

Section 43522 of the Revenue and Taxation Code is amended to read:

43522. (a) It is the intent of the Legislature that the State Board of Equalization, its
staff, and the Attorney General pursue settlements as authorized under this section
with respect to civil tax matters in dispute that are the subject of protests, appeals, or
refund claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Except as provided in paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the
board may recommend to the State Board of Equalization, itself, a settlement of any
civil tax matter in dispute which arises under Section 105190 or 105310 of the
Health and Safety Code.
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(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil tax matter in dispute involving a reduction of tax or
penalties in settlement, the total of which reduction of tax and penalties in settlement
does not exceed five thousand dollars ($5,000), may be approved by the executive
director and chief counsel, jointly. The executive director shall notify the board,
itself, of any settlement approved pursuant to this paragraph.

(c) Whenever a reduction of tax_or penalties or total tax and penalties in settlement
in excess of five hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file for at least one year in the office of the executive director of
the board a public record with respect to that settlement. The public record shall
include all of the following information:

(1) The name or names of the taxpayers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For _any settlement approved by the board, itself, Fthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
structure that, if disclosed, would adversely affect the taxpayer or the national
defense.

(d) The members of the State Board of Equalization shall not participate in the
settlement of tax matters pursuant to this section, except as provided in subdivision
(e).

(e) (1) Any recommendation for settlement shall be approved or disapproved by
the board, itself, within 45 days of the submission of that recommendation to the
board. Any recommendation for settlement that is not either approved or
disapproved by the board, itself, within 45 days of the submission of that
recommendation shall be deemed approved. Upon approval of a recommendation
for settlement, the matter shall be referred back to the executive director or chief
counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same




BUSINESS TAXES
SUGGESTION NO: 2-1
PAGE 12 OF 20

requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions. Except
as provided in subdivision (c), any settlement considered or entered into pursuant to
this section shall constitute confidential tax information for purposes of Section
43651.

(h) This section shall apply only to civil tax matters in dispute on or after the
effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.

Section 45867 of the Revenue and Taxation Code is amended to read:

45867. (a) It is the intent of the Legislature that the State Board of Equalization, its
staff, and the Attorney General pursue settlements as authorized under this section
with respect to fee matters in dispute that are the subject of protests, appeals, or
refund claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Except as provided in paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the
board may recommend to the State Board of Equalization, itself, a settlement of any
fee matter in dispute.

(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil fee matter in dispute involving a reduction of fees or
penalties in settlement, the total of which reduction of fees and penalties in
settlement does not exceed five thousand dollars ($5,000), may be approved by the
executive director and chief counsel, jointly. The executive director shall notify the
board, itself, of any settlement approved pursuant to this paragraph.
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(c) Whenever a reduction of fees or penalties or total fees and penalties in
settlement in excess of five hundred dollars ($500) is approved pursuant to this
section, there shall be placed on file for at least one year in the office of the
executive director of the board a public record with respect to that settlement. The
public record shall include all of the following information:

(1) The name or names of the feepayers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For _any settlement approved by the board, itself, Fthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
structure that, if disclosed, would adversely affect the feepayer or the national
defense.

(d) The members of the State Board of Equalization shall not participate in the
settlement of fee matters pursuant to this section, except as provided in subdivision
(e).

(e) (1) Any recommendation for settlement shall be approved or disapproved by
the board, itself, within 45 days of the submission of that recommendation to the
board. Any recommendation for settlement that is not either approved or
disapproved by the board, itself, within 45 days of the submission of that
recommendation shall be deemed approved. Upon approval of a recommendation
for settlement, the matter shall be referred back to the executive director or chief
counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same
requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions. Except
as provided in subdivision (c), any settlement considered or entered into pursuant to
this section shall constitute confidential information for purposes of Section 45982.

(h) This section shall apply only to fee matters in dispute on or after the effective
date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
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Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.

Section 46622 of the Revenue and Taxation Code is amended to read:

46622. (a) It is the intent of the Legislature that the State Board of Equalization, its
staff, and the Attorney General pursue settlements as authorized under this section
with respect to fee matters in dispute that are the subject of protests, appeals, or
refund claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Except as provided in paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the
board may recommend to the State Board of Equalization, itself, a settlement of any
civil fee matter in dispute.

(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil fee matter in dispute involving a reduction of fee or
penalties in settlement, the total of which reduction of fee and penalties in settlement
does not exceed five thousand dollars ($5,000), may be approved by the executive
director and chief counsel, jointly. The executive director shall notify the board,
itself, of any settlement approved pursuant to this paragraph.

(c) Whenever a reduction of fee or penalties or total fee and penalties in settlement
in excess of five hundred dollars ($500) is approved pursuant to this section, there
shall be placed on file for at least one year in the office of the executive director of
the board a public record with respect to that settlement. The public record shall
include all of the following information:

(1) The name or names of the feepayers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For_any settlement approved by the board, itself, Fthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
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structure that, if disclosed, would adversely affect the feepayer or the national
defense.

(d) The members of the State Board of Equalization shall not participate in the
settlement of fee matters pursuant to this section, except as provided in subdivision
(e).

(e) (1) Any recommendation of settlement shall be approved or disapproved by the
board, itself, within 45 days of the submission of that recommendation to the board.
Any recommendation for settlement that is not either approved or disappproved by
the board, itself, within 45 days of the submission of that recommendation shall be
deemed approved. Upon approval of a recommendation for settlement, the matter
shall be referred back to the executive director or chief counsel in accordance with
the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same
requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g9) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions.

(h) This section shall apply only to fee matters in dispute on or after the effective
date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.

Section 50156.11 of the Revenue and Taxation Code is amended to read:

50156.11. (a) It is the intent of the Legislature that the State Board of Equalization,
its staff, and the Attorney General pursue settlements as authorized under this
section with respect to fee matters in dispute that are the subject of protests,
appeals, or refund claims, consistent with a reasonable evaluation of the costs and
risks associated with litigation of these matters.

(b) (1) Except as provided in paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the
board may recommend to the State Board of Equalization, itself, a settlement of any
fee matter in dispute.
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(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil fee matter in dispute involving a reduction of fees or
penalties in_settlement, the total of which reduction of fees and penalties in
settlement does not exceed five thousand dollars ($5,000), may be approved by the
executive director and chief counsel, jointly. The executive director shall notify the
board, itself, of any settlement approved pursuant to this paragraph.

(c) Whenever a reduction of fees or penalties or total fees and penalties in
settlement in excess of five hundred dollars ($500) is approved pursuant to this
section, there shall be placed on file for at least one year in the office of the
executive director of the board a public record with respect to that settlement. The
public record shall include all of the following information:

(1) The name or names of the feepayers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For _any settlement approved by the board, itself, Fthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
structure that, if disclosed, would adversely affect the feepayer or the national
defense.

(d) The members of the State Board of Equalization shall not participate in the
settlement of fee matters pursuant to this section, except as provided in subdivision
(e).

(e) (1) Any recommendation for settlement shall be approved or disapproved by
the board, itself, within 45 days of the submission of that recommendation to the
board. Any recommendation for settlement that is not either approved or
disapproved by the board, itself, within 45 days of the submission of that
recommendation shall be deemed approved. Upon approval of a recommendation
for settlement, the matter shall be referred back to the executive director or chief
counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same




BUSINESS TAXES
SUGGESTION NO: 2-1
PAGE 17 OF 20

requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions.

(h) This section shall apply only to fee matters in dispute on or after the effective
date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.

Section 55332 of the Revenue and Taxation Code is amended to read:

55332. (a) It is the intent of the Legislature that the State Board of Equalization, its
staff, and the Attorney General pursue settlements as authorized under this section
with respect to fee matters in dispute that are the subject of protests, appeals, or
refund claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Except as provided in paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the
board may recommend to the State Board of Equalization, itself, a settlement of any
fee matter in dispute.

(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil fee matter in dispute involving a reduction of fees or
penalties in_settlement, the total of which reduction of fees and penalties in
settlement does not exceed five thousand dollars ($5,000), may be approved by the
executive director and chief counsel, jointly. The executive director shall notify the
board, itself, of any settlement approved pursuant to this paragraph.

(c) Whenever a reduction of fees or penalties or total fees and penalties in
settlement in excess of five hundred dollars ($500) is approved pursuant to this
section, there shall be placed on file for at least one year in the office of the
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executive director of the board a public record with respect to that settlement. The
public record shall include all of the following information:

(1) The name or names of the feepayers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For any settlement approved by the board, itself, Tthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
structure that, if disclosed, would adversely affect the feepayer or the national
defense.

(d) The members of the State Board of Equalization shall not participate in the
settlement of fee matters pursuant to this section, except as provided in subdivision
(e).

(e) (1) Any recommendation for settlement shall be approved or disapproved by
the board, itself, within 45 days of the submission of that recommendation to the
board. Any recommendation for settlement that is not either approved or
disapproved by the board, itself, within 45 days of the submission of that
recommendation shall be deemed approved. Upon approval of a recommendation
for settlement, the matter shall be referred back to the executive director or chief
counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same
requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g9) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions. Except
as provided in subdivision (c), any settlement considered or entered into pursuant to
this section shall constitute confidential information for purposes of Section 55381.

(h) This section shall apply only to fee matters in dispute on or after the effective
date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.
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Section 60636 of the Revenue and Taxation Code is amended to read:

60636. (a) It is the intent of the Legislature that the State Board of Equalization, its
staff, and the Attorney General pursue settlements as authorized under this section
with respect to civil tax matters in dispute that are the subject of protests, appeals, or
refund claims, consistent with a reasonable evaluation of the costs and risks
associated with litigation of these matters.

(b) (1) Except as provided in paragraph (3) and Ssubject to paragraph (2), the
executive director or chief counsel, if authorized by the executive director, of the
board may recommend to the State Board of Equalization, itself, a settlement of any
civil tax matter in dispute.

(2) No recommendation of settlement shall be submitted to the board, itself, unless
and until that recommendation has been submitted by the executive director or chief
counsel to the Attorney General. Within 30 days of receiving that recommendation,
the Attorney General shall review the recommendation and advise, in writing, the
executive director or chief counsel of the board of his or her conclusions as to
whether the recommendation is reasonable from an overall perspective. The
executive director or chief counsel shall, with each recommendation of settlement
submitted to the board, itself, also submit the Attorney General's written conclusions
obtained pursuant to this paragraph.

(3) A settlement of any civil tax matter in dispute involving a reduction of tax or
penalties in settlement, the total of which reduction of tax and penalties in settlement
does not exceed five thousand dollars ($5,000), may be approved by the executive
director and chief counsel, jointly. The executive director shall notify the board,
itself, of any settlement approved pursuant to this paragraph.

(c) Whenever a reduction of tax or penalties or total tax and penalties, in
settlement in excess of five hundred dollars ($500) is approved pursuant to this
section, there shall be placed on file for at least one year in the office of the
executive director of the board a public record with respect to that settlement. The
public record shall include all of the following information:

(1) The name or names of the taxpayers who are parties to the settlement.

(2) The total amount in dispute.

(3) The amount agreed to pursuant to the settlement.

(4) A summary of the reasons why the settlement is in the best interests of the
State of California.

(5) For any settlement approved by the board, itself, Fthe Attorney General's
conclusion as to whether the recommendation of settlement was reasonable from an
overall perspective.

The public record shall not include any information that relates to any trade secret,
patent, process, style of work, apparatus, business secret, or organizational
structure that, if disclosed, would adversely affect the taxpayer or the national
defense.
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(d) The members of the State Board of Equalization shall not participate in the
settlement of tax matters pursuant to this section, except as provided in subdivision
(e).

(e) (1) Any recommendation for settlement shall be approved or disapproved by
the board, itself, within 45 days of the submission of that recommendation to the
board. Any recommendation for settlement that is not either approved or
disapproved by the board, itself, within 45 days of the submission of that
recommendation shall be deemed approved. Upon approval of a recommendation
for settlement, the matter shall be referred back to the executive director or chief
counsel in accordance with the decision of the board.

(2) Disapproval of a recommendation for settlement shall be made only by a
majority vote of the board. Where the board disapproves a recommendation for
settlement, the matter shall be remanded to board staff for further negotiation, and
may be resubmitted to the board, in the same manner and subject to the same
requirements as the initial submission, at the discretion of the executive director or
chief counsel.

(f) All settlements entered into pursuant to this section shall be final and
nonappealable, except upon a showing of fraud or misrepresentation with respect to
a material fact.

(g9) Any proceedings undertaken by the board itself pursuant to a settlement as
described in this section shall be conducted in a closed session or sessions. Except
as provided in subdivision (c), any settlement considered or entered into pursuant to
this section shall constitute confidential tax information for purposes of Section
60609.

(nh) This section shall apply only to civil tax matters in dispute on or after the
effective date of the act adding this subdivision.

(i) The Legislature finds that it is essential for fiscal purposes that the settlement
program authorized by this section be expeditiously implemented. Accordingly,
Chapter 3.5 (commencing with Section 11340) of Part 1 of Division 3 of Title 2 of the
Government Code shall not apply to any determination, rule, notice, or guideline
established or issued by the board in implementing and administering the settlement
program authorized by this section.




