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Memorandum 
Board of Equalization 

To: Ms. Kristine Cazadd 
Executive Directo.T 

'Date: November 21 ..2011 

From: Jeffrey L. McGuire, Deputy Director 
Sales and Use Tax Department ..c:--

SUbject: Board Meeting December) 4 - 16.20] 1 
Item N: Administrative Agenda 
Proposed ReVisions to Audit ManulilChqpter 1, Genera/Information 

In accordance with the established procedures for audit and compliance manual revisions, 
I am submitting the following proposed new Audit Manual (AM) sections to incorporate 
current audit policies and management guidelines: 

• Section 01 07.00, Adjustments to Billed Differences 
• Section 0108.00, Guidelines/or Processing Refunds 
• Section 0109.00, Cancellation and Credits 

The proposed AM sections have been reviewed and approved by SUTD management, 
provided to Board Members, and posted on the Board's website 
(http://www.boe.ca.gov/sutaxipmr.htm) to solicit comments from interested parties. There 
were no comments received from interested parties. 

A copy of the new AM sections are attached for your reference. We request your approval to 
forward them to the Board Proceedings Division for placement on the next Administrative 
Agenda as a consent item. 

If you have any questions, please let me know or contact Ms. Susanne Buehler at 324-1825. 

JLM:nvrn 
Attachment 


Approved: 


STATE BOARD OF EQUALIZATION 

At the ---'-::~~i1D;~~6i;i~~~~_ Board Meeting 

Executive Director 
Ms. Kristme Cazadd . 

Item N3 
12-15-11 

http://www.boe.ca.gov/sutaxipmr.htm


Ms. Kristine Cazadd 	 -2- November 21,2011 

cc: 	 (all without attachments) 
Mr. Stephen Rudd (MIC 46) 
Ms. Susanne Buehler (MIC 92) 
Mr. Kevin Hanks (MIC 49) 
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ADJUSTMENTS TO BILLED DlfFERENCEI 0107,00 
Cancellations and modifications of $5.000 or more to pm10usly billed differences require 
the lPPfOYaJ of a supervisor or desianee; _!oms audtorized to ap,prove difference 
adjustments cannot create and agproye the same ac!iustlneJJL 
cancellations. and modifications of less than SS.OOO to previously billed differences do not 
require the 9PJttOY8l of a Iyperyim or desianee. However. all sections/divisions inyolye4 in 
adjusti.na differences preyiously billed must routinely sample these adjustments to help 
ensure their validity. 

SAMPLE REView PROCEll BY DlYISIONlSECDON 0107.02 

Petition. Section 
Ten percent of an entire daY's transactions not reg.yirins suoervisor gproyal arc reyiewed 
once eysay two weeks. Reyis;w dmam selq;ted randomly so that transactiQ11I performed bY 
III employees haye. an . gmxntunitv to .be: reviewed. TrlPMptjons regyjrina. [eviP are 
identified by usina the Audits Resui$ ReIwed eW Billina. Ralort and the Revenue 
funsactioQ AudjtIrall Rmvrt tAudit IraID, 
The PetitioQ,S Semon maintAins a loa of the reviews performed. Loa entrios include the 
name of the reviewer. the date ofrmg. the fCCOIIJImunber of each transaction reviewed, 
the name of the emp10m initiIJina theadh§tment ami II comment rgarding action taken on 

.any discre.panciq noted. The loa is retained for two years, 

Return Analysl' UnH 
Every \\Yo weeks. a day is selected.for 000 employee's work to be reviewed. On the day 
selected for review. an emplOyee's name is· randomly S§1ecte4. The section supervisor or 
desianee will review tbe Aydit TraiL IRIS DocumetU M.wscment lnvw'mL daily wgrk 
summaries. re-file material. or MY otber available resource to determine if the' empJQYee had 
MY trausa&tious POsted for the pgnrioU8; duo 
The employee selected is aotifipl that his or her work is . YD. f9r lliYia §Ad is rqguired tQ 
submit all cgmpleted work fkmo the ~ day to the .. reviewet'. The reviewer alSQ 
performs a QUAlity assurance review. sveh as proper notations left on documenll. proper 
moonent iJ1WligUion, and extensions snmted. 
1]le section/division.a;reaisgr maintaim a loa ofth, reyiew Wi.. lJle 101 ~ the 
enm1qyee name. tbs 4att Slf· review, and the ruie;weCs nOI ID4 initial, siartifyittg 
commetiSln of the review of the emp1()xmfs work for that day. The loa if retained for two 
~ 

Consumer U. Tn Section 
Ten pgeent of an entire daY's tnmsacQoos not requiripg superyisoO mprovN • reviewed 
once evett two weeks. Reyiew dm are randomly selected so that transaqtjons performed by 
all section employees have a chance to be reviewed. Transactions reguiOI1& review are 
identified by using the CUT SR screen in IRIS in conjW\ction with the Audit Trail. 
The section maintains a log to record the reviews perfonned. LoS entries identify the date 
and the total number of transaction, reviewed. The account nUD'lber of any transaction with 
discrmancies is noted in the comment portigp, of the log. A memorandum that idmti{ies the 
total number of accounts [mewed is Rte.pared for the section files. The 1;lard copy 
documentation of each report used for the review is attached to the memorandum. The log 
will be retained for two Yeats. 

http:adjusti.na


8""'81 Taxea and Fen Dlylslon 
Evay two '\UCks. a day is selected for One employee's work to be reviewed. On tbe day 
selected for review. an emJlovee's name is randomly selected. The section supervisor or 
dqigpee will review the IRIS Document Mm'8ement subsystem browses. daily work 
summaries. re·file material. or any other aYailable resource to determine ifthe employee had 
any transactions posted for the daW selected for reyiew. 
The employee selectoi is notified tbat Ws or her work is up for review and is t'eQ)Jired to 
submit all completed work from the previous dA)! to tho reviewer. The reviewer also 
perfonns a quality assurance review. sum as p1lJj}et notations on docyments. 'QIPl)ST pa'Wlent 
awIication and extensions granted. 
The SHoD. sypqyjsgr maintaips a 1019fthe[eyiew finding•.. The loa oontain!i the employee 
name. the date of review. ami the l'e)'iewer& name W initial~ siggifyjp& the completion of 
tbe review 'lithe mmIoYee's work Cpr that day, The 19Shi to be retained fot two Years. 
lite'" ORlfallont IrInch 
Mi\I$Dmts oot mquirjna supetYjsoQ groyat that are less· tbao SS.ooo.in the Suecial 
Qpenitiotll Branph wiUbe rqutinelysampJecf. ABuinesa Taxes ConmJiance Specialist on a 
Quarterly bgis..:wilt review an emDIoyee', tranSactions that did not reqpire &PJ>roval. The 
emPloyee will be randomly selecfcd and the day 9f the. review will vatY so that no set pattern 
is followed. All employees inyolved in cou)PWtinl uansactkms not gum aQWOY!l will 
have their W9rk reviewed- Quaaerly re.ports will be used to identitY t.ra:nsactkms selected for 
review. 

'"fl1e section will wnllin • 101 to record the reviews pgformed. The log entries will show 
the enm1mw name. date of miew- DumberoftmnsactipDS reviewed. and the mdewer's 
ruune and initials•. 'ijle 10& will aim contain _number of transactions that slww 
wscrmancies. The 10& will be.1JMined. fot two years, 

TImber Tax SectIon 
No sample review is pcrfonned as aU canogllatioos and a4iustments to previously billed 
differences require the 81lmPyai of a su,peryisor or desiJUJ.f'r Eumloyegs authorized to 
ap,prove difference .4iustmentl cannot create and gproyf the same aQjystmcmt. 

http:SS.ooo.in
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GUIDEUNES FOR PRQCEHING REFUNDS 	 0108.00 
• 	 Claims, for refund exceedjna $100,000 regpire Board IJmmval ADRS bandIes 

claims fot refund of1100.000 or less. 

• 	 All refunds of 15.000 'or &mater reg,uirt 3P.QtOYJ1 of the section syperyiSQr or 
deBi&ne\:., ", 

• 	 All refunds whqc the paYee name or address has been changed regyire the amnvval 
ofthe section sugeryisor; or desipee. , 

• 	 Refunds cannot Jze created and IJ1mI'Oved by the ame enmloyee. 
• 	 The sectiott supervisor or desipee will verify the yalidity ofat least ten percent of aU 

refimds processed by their section for OM dAY evety two weeks that <li4 not regyire 
SUMYisotf mmroval (that is. refbmll of 1m than SS.OOOl. Iho DIFiX sqg;g in 
IRIS is used to teqp.est a randgm sample Wthe Rf\mds prpc;essc;d and identifies the 
s.oecific refimds reg_a review. This (CView -aid be gsdopngl At least monthly.
and tbe repprts idcntifYina the refunds n:vimed should be retainAd for two Yeam, 
These re,ports must ideo.ti& the namJ of the person monnin. the review and the 
date on whidt the reyiew was perfonned. 

CANCELLADONS AND CREDITS 	 0109.00 
In general. caucellations and credits exceeding $100.000. includina relief of penalties, 
reguire Board growl. Cancellations invo1xina a fraud penalty fpr iIIlY,amount also regpire 
Board approval, 

IJw followina catgories of cancellations and credits can be processed without Board 
amrovg1: 

1 	 Credits for 1100,000 or less involviDa Q8Dg;Jlation or reduction ofdgennjQatioN gndt 

credits established for ovemumetJ!s which are to be glied tg, 9th. liabiliUes. 
However. cnxlits Qf iQU1Cellations for amounts Qf SSO.QQ(lOl tQ ,,$1 00.000,00 require 
awval of tbGDcoutyt>irector of the auro,prial$} proangn ,atg aM must be ma4e " 
public record for ten daD before theY bmlme C«.e. 

2. 	 CaocellatiotJ ofConsum« Use Tax VQhicls;. Ywe1 orAircrai\ lleterminawna ofany 
amount. However. cancellations in geen qfS$O.OOO _. IRRNval of tM PmutJ 
Director of the SaI!,s ancI Usc Iu thmartment and the canceU@ion must be tnw a 
public record (or tm days before the gw;eIlation becomes effective. 

3. 	 Credits for cancellation ofdeling;uency interest .. penaltY detennined not to b9 due. 
and correction ofiotemal accowting errors or dogunent ~tion errors. 

4.. Credits or canceUations of any amount for succeSsor Jiabilities. However. credits or 
cancellations of successor li@ilities in excess of $50.000 reguire awroyal of the 
Dqmty Director of thp ap;pt'Ol)riate program area. 

5. 	 Credits or cancellatiOns mullin, from aP,Pl'Oved settlement asreementSt 


