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Mr. Layne Hadlock 

Dear Mr. Hadlock: 

 
 
 
 
 
 
 
 

 
 
 
 
 

 

 

Thank you for submitting your suggestion for the June 24, 2014, Taxpayers’ Bill of Rights 
Hearing held in Culver City. I appreciate your taking the time to comment on the Board of 
Equalization (BOE) requests to taxpayers to complete a waiver of limitation form as part of 
conducting a sales and use tax audit. 

In your June 19, 2014 email, you explain that a BOE auditor recently called you to schedule an 
appointment to begin a sales and use tax audit. You state the auditor requested that you complete 
a waiver of limitation that would apply to the earliest three month period in the audit. You note 
the period was due to expire 83 days from the date of the BOE auditor’s initial telephone call. 
You explain that your company declined to sign a waiver of limitation for the requested period as 
it has always been its policy to not execute a waiver during the period it would normally take the 
state to conduct the audit. You state the BOE district office staff indicated that they are required 
to issue an estimated tax assessment for the three-month period before the statute of limitations 
expires when an executed waiver cannot be obtained. 

You explain that in the past two years your company and affiliated entities were involved in four 
California sale and use tax audits, in which the auditors of two cases agreed to not require the 
completion of a waiver of limitation but extend the audit period an additional quarter. You 
believe the lack of specific guidance from the BOE on the timing of when to request a waiver has 
led to inconsistent treatment of taxpayers. 

Although you feel the BOE does not provide sufficient guidance to audit staff regarding when to 
request a signed waiver of limitation from taxpayers, nevertheless, as you pointed out in your 
email, Audit Manual (AM) section 0215.15 provides the following guidance as to when auditors 
should request a waiver of limitation: 

A waiver of limitation should be requested in cases where there is a sufficiently 
documented understatement or overstatement that can be billed/refunded without 
additional examination for the period(s) in question, and there is insufficient time to 
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make an audit to be used as a basis for a determination before the expiration of the 
three-year period. If the taxpayer refuses to execute a waiver in these cases, 
determinations will be made on an estimated basis if information is available which 
supports an understatement of reported tax. 

As such, the BOE’s established policy in part is to request a waiver of limitation when there is a 
sufficiently documented understatement or overstatement that can be billed or refunded. In your 
case, the auditor requested that you complete a waiver of limitation prior to the start of the audit. 
Generally, it is not the BOE’s policy to require taxpayers to complete a waiver of limitation prior 
to the start of an audit regardless of whether the earliest period in the audit may expire prior to 
the completion of the audit. Nevertheless, taxpayers may benefit from signing a waiver of 
limitation.  For example, AM section 0215.09 explains: 

• The waiver avoids the BOE’s immediate issuance of a billing in cases where the statute 
of limitation will expire. 

• The waiver holds the period(s) in question open for filing a claim for refund or for 
offsetting any overpayment of tax against an existing tax liability. 

• A waiver provides the taxpayer and the BOE with the ability to adapt to both foreseen 
and unforeseen time constraints. The waiver gives the taxpayer and the BOE the time 
necessary to thoroughly address difficult audit issues before those issues result in a 
billing. 

• The waiver can at times expedite the audit process by allowing time to resolve audit 
issues “up front,” rather than during the appeals process. This may even eliminate the 
need to appeal the audit findings altogether. 

• The waiver may eliminate needless “red tape” which may result from a billing issued 
with good intentions, but possibly incorrect, due to time constraints that did not allow the 
detailed review necessary to reach a fair and equitable conclusion. 

The Board of Equalization (BOE) continuously strives to improve its services to taxpayers. 
Unfortunately at this time, to have strict timelines of when a waiver of limitation could be 
requested would not be fair to all taxpayers. My office works continually with all sections of the 
BOE to identify areas where improvements to taxpayer services can be made, and will keep your 
suggestion in mind as we explore providing guidance to BOE audit staff. 

Thank you again for sharing your concerns as part of the annual hearing process. If you have 
any further questions regarding this matter, please do  not  hesitate  to  contact  me  at 
(916) 324-2798 or you may also contact Ms. Laureen Simpson of my staff at (916) 455-0218. 

 
Sincerely, 

 
 
 

Todd C. Gilman 
Chief, Taxpayers’ Rights and 
Equal Employment Opportunity Division 
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cc: Honorable Jerome E. Horton, Chairman 
Honorable Michelle Steel, Vice Chair 
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Ms. Cynthia Bridges, Executive Director, MIC 73 
Mr. David Gau, Chief Deputy Director, MIC 101 
Mr. Randy Ferris, Chief Counsel, MIC 83 
Mr. Jeffrey McGuire, Deputy Director, Sales and Use Tax Department, MIC 43 
Mr. Wayne Mashihara, Chief, Field Operations, MIC 46 
Ms. Susanne Buehler, Chief, Tax Policy Division, MIC 92 
Mr. Kevin Hanks, Chief, Headquarters Operations Division, MIC 49 
Ms. Debbie Kalfsbeek, Special Taxes Audit and Carrier Division, MIC 62 
Mr. Dan Leddy, Manager, Taxpayers’ Rights Advocate Office, MIC 70 
Ms. Laureen Simpson, Taxpayers’ Rights Advocate Office, MIC 70 




