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STATE OF CALIFORNIA   

CALIFORNIA DEPARTMENT OF TAX AND FEE ADMINISTRATION 
TAX POLICY BUREAU  
450 N STREET, SACRAMENTO,  CA  95814  
PO BOX 942879, SACRAMENTO, CA 94279-0050  
1-916-309-5397  •  FAX 1-916-322-2958  
www.cdtfa.ca.gov 

GAVIN NEWSOM  
Governor  

AMY TONG  
Secretary, Government Operations Agency  

NICOLAS MADUROS  
Director  

February 23, 2023  

VIA INTERNET  

Dear  Interested Party:  

The Audit Manual (AM) is a guide for the California Department of Tax and Fee Administration 
(CDTFA) in administering tax and fee  programs.  It is available to the public and can be accessed  
from the CDTFA  web page at  https://cdtfa.ca.gov/taxes-and-fees/staxmanuals.htm.  

The Business Tax and Fee Division is proposing  to revise  AM  Chapter  1, sections  0108.00 to  
0110.00 and 0122.00 to 0126.00 t o incorporate  recent changes to procedures  and to incorporate the  
policy memo, Guidance for the Denial of Credit Interest, dated 11/9/2020.  

The revision material is  provided on the following pages for the convenience of interested parties  
who may wish to submit comments or suggestions.  Please feel free to publish this information on  
your website or otherwise distribute it to your association/members.  

If you have any comments or suggestions related to the proposed AM revisions, you may contact  
the CDTFA  at  BTFD-BTCT-AM.RevisionSuggestions@cdtfa.ca.gov.  Your comments or 
suggestions must be received by the CDTFA no later than  March  27, 2023  in order to be  
considered. Thank you for your consideration.  

Sincerely, 

Aimee Olhiser 
Tax Policy Bureau Chief 
Business Tax and Fee Division 

https://cdtfa.ca.gov/taxes-and-fees/staxmanuals.htm
mailto:BTFD-BTCT-AM.RevisionSuggestions@cdtfa.ca.gov


 

              
           

              
              

             
              

            
             

        

             
      

              
        

            

          
               

              
            

             
            

              
             

             
        

             
          

              
       

       

            
            
             
           

          
         

            
               

              

   

            
              

               

GUIDELINES  FOR  PROCESSING  REFUNDS,  CREDITS,  0108.00  
CANCELLATIONS,  ADJUSTMENTS  AND  DENIALS  
RefundsREFUNDS  0108.05  
The following policies apply to all sections or units offices involved with processing or 
approving refunds: Audit Determination and Refund Section (ADRS) handles claims for 
refund (CFR)for sales and use tax programsover $50,000 and any claims for refund 
involving a petition for sales and use tax programs. The Appeals and Data Analysis 
Branch (ADAB) handles claims for refund for special tax and fee programsover $50,000 
and any claims for refund involving a petition for special tax and fee programs. 
Field Operations Division (FOD) field offices and Business Tax and Fee Division 
(BTFD) bureaus handle claims for refund for $50,000 and under. For details on 
ADRS and ADAB responsibilities, see section 0108.10 below. 

 All refunds of $5,000 or greater$15,000 to $50,000 require approval of the
section or unitoffice supervisor or designee.

 All refunds where the payee name or address was changed require the approval
of the section or unitoffice supervisor or designee.

 Refunds cannot be created and approved by the same employeeteam member.

 The respective FOD or BTFD office/section/branch supervisor or designee
verifies the validity of at least ten percent of all refunds processed by their section
or branch for one day every two weeks that did not require supervisory approval
(that is, refunds of less than $5,000$15,000). CROSThe system selects a sample
and drops the sample in the supervisor’s my work queue. After the supervisor
reviews the claim, the supervisor selects the review box and checks complete.

 Team members should check the system for an existing or prior CFR to
avoid generating a duplicate case. If a duplicate refund claim exists and a
CFRRF case is open in the system, team members should use the existing
CFR case and not create a new case.

 When a paper form CDTFA-101, Claim for Refund or Credit, is submitted
toreceived by the appropriate refund section or unit, refund staff(ADRS/ADAB)
or field office, refund team members or auditors should create a case in the
system, if one does not already exist.

Refunds, Credits, Cancellations, and Adjustments Over $50,000 

If an assigned sectionthe program area determines that a refund, credit, cancellation, 
or adjustment (hereafter, collectively, “refunds”) in excess of $50,000 should be granted, 
the recommendation for the proposed refund must be submitted to the Business Tax 
and Fee Division (BTFD) Deputy Director for approvalADRS/ADAB for processing. The 
assigned sectionADRS/ADAB’s multi-level review process for refunds in excess of 
$50,000 remains the same (first line Supervisor, Section Supervisor,/Branch 
Administrator, Chief) with final approval by the BTFD Deputy Director. Audits with 
refund amounts over $50,000 must be sent to ADRS or ADAB, and they will prepare 
the for public record summary and place it placed into the public record process. 

Public Records Requirement 

Revenue and Taxation Code (RTC) sections 6901 and 6981, and the comparable 
sections of the law for the special tax and fee programs, generally require items 
determinations in excess of $50,000 be available as a matter of public record for at 



               
           

              
    

        
   

  

         

            
              

  

           
           

             
             

    

               
      

             
            

            
                

        

     

               
            

          
           
          
     

           

              
            

              
            

           
          

             
               

             
              

least ten days prior to the effective date of that determination. Each BTFD bureau shall 
prepare their submissions for the public record requirement, upload them into 
CROSthe system, and then route them to the BTFD Deputy Director to begin the ten-
day public record period. 

AUDIT DETERMINATION AND REFUND SECTION/APPEALS AND DATA 0108.10 
ANALYSIS BRANCH RESPONSIBILITIES 
ADRS/ADAB must: 

Route Claim for Refund Cases to the Field Offices 

When ADRS or ADAB team members determine the refund claim requires review 
by the field offices (due to an audit in progress or complex transactions involved), 
they must: 

 Send form CDTFA-1817, Claim for Refund Received-Referral to Office, to 
the taxpayer advising the taxpayer that their refund claim requires further 
review by a field office, whose team members will be contacting them. The 
letter will also provide contact information for the field office that will be 
handling the refund claim. 

 Change the owner of the CFR case in the system to the applicable field 
office Audit Principal or their designee. 

 Add detailed comments in the system within the CFR case, CRM Notes, 
regarding why the CFR case is being referred to a field office. 

NOTE: ADRS previously created a “Refunds Task” within the CFR case in 
the system as a method of routing a CFR case to the field offices and to 
track the lifecycle of a CFR case. 

Create Refund Requests over $50,000 

The field offices will route CFR cases to ADRS or ADAB that involve a refund 
request greater than $50,000 (see Reference Guide for Field Team Members on 
Handling Refunds and Credits on myCDTFA for more detailed information). 
Therefore, ADRS and ADAB are responsible for creating refund requests and 
completing CFR cases requiring submissions for public record (refunds or 
adjustments in excess of $50,000). 

Create Refund Requests for Refund Claims When a Petition is Involved 

ADRS and ADAB are responsible for creating a refund request when a petition is 
involved. This is to minimize the back-and-forth activity between the field offices, 
ADRS, ADAB and the Petitions Section. For sales and use tax audits, the Petitions 
Section will work with ADRS to ensure the refund request is completed. 

Create Refund Requests for Refund Claims Pursuant to an Appeals Bureau/ 
Office of Tax Appeals (OTA)/ Board of Equalization (BOE) Decision 

ADRS and ADAB are responsible for creating a refund request pursuant to a 
Decision issued by the Appeals Bureau, OTA, or BOE. For sales and use tax audits, 
the Petitions Section will work with ADRS to ensure the refund request is 
completed. If the Decision warrants a reaudit, the reaudit will be handled by the 



field but will be reviewed by ADAB/Petitions before final posting and billing of the 
reaudit. 

Create Refund Requests for Refund Claims Not Related to an Ongoing Audit 

ADRS and ADAB are responsible for processing and creating a refund request for 
refund claims filed that are not related to an ongoing audit. 

Manually Adjust Interest and Penalty 

ADRS and ADAB are responsible for adding manual adjustments to reduce interest 
and certain penalties assessed on previously-filed returns. Interest and penalty 
adjustments may be necessary when the audit results in a credit for a reporting 
period in which interest and penalty were assessed. 

Additionally, whenever there is a credit on the account that cannot be applied to 
the audit as an audit payment, a manual interest adjustment may be needed after 
the audit has been posted and billed. 

Example: If the taxpayer filed credit returns which are posted to their 
account, and the audit had debits, a manual interest adjustment may be 
needed to ensure the taxpayer is not overcharged interest. 

The threshold for requiring an adjustment is $10 or more in interest/penalty for 
a period. The audit reviewer should email ADRS at  
ADRS-AuditRefunds@cdtfa.ca.gov (sales and use tax), or ADAB at  
BTFD-ADAB.IncomingAppeals@cdtfa.ca.gov (special taxes and fees) with a 
detailed explanation of their manual adjustment request. 

FIELD OFFICE RESPONSIBILITIES 0108.15 

Once a CFR case is received by the field office, the CFR case is the field office's 
responsibility, and they will: 

 Take ownership and responsibility of the CFR case until it is either
completed or transferred back to ADRS/ADAB or the Petitions section for
further processing (CFR cases will be routed to ADRS/ADAB or the
Petitions section when the refund is over $50,000, disagreed, or involves
a petitioned audit/Field Billing Order (FBO)).

 Assign the CFR as they deem appropriate by changing the owner of the
CFR case to the field auditor in the system.

 Contact the taxpayer immediately to determine when the records to
support the refund claim can be made available for review.

FIELD AUDITOR RESPONSIBILITIES 0108.20 

Processing Refund Claims within an Audit 

Generally, if a taxpayer files a refund claim prior to the completion of the audit 
and they provide adequate supporting documentation, auditors should process 
the refund claim as part of the audit. If the taxpayer requests additional time to 
compile supporting documentation, which will delay the audit more than 30 days, 
auditors must use their best judgment to determine if the refund claim should be 

mailto:BTFD-ADAB.IncomingAppeals@cdtfa.ca.gov
mailto:ADRS-AuditRefunds@cdtfa.ca.gov


             
              

              
   

    

    

            
           

         

          

               
             
         

             
        

       

               
              

                 
            

         

               

             
        

             
    

    

           
           

            
          

          

    
    

        

          
            

              
           

handled separately as a FBO. Auditors should hold or process the audit after 
considering issues such as the volume of sales on the account, number of claims 
involved, or whether there is a significant interest offset as a result of credits 
offsetting debits, etc. 

Obtaining a Refund Claim 

The field auditor must: 

 Obtain the CDTFA-101, Claim for Refund or Credit (refund claim), via 
Online Services Portal (online) submission or paper form, when a credit 
item and/or credit period exists in the audit period. 

 Encourage the taxpayer to file their refund claim online. 

 Explain to the taxpayer, if they refuse to file a refund claim, that without 
a refund claim, the credit will only offset against the audit deficiency and 
a refund cannot be issued beyond the offset deficiency. 

 Document all efforts taken to obtain the refund claim in the system, 
under CRM Notes on the Audit Springboard. 

Creating a CFR Case in the system 

When a paper refund claim is received in the field office because the taxpayer is 
unable to or prefers to submit their refund claim online, the field auditor must: 

 Create a CFR case in the system and attach a copy of the refund claim to 
the CFR case. Taxpayers who have submitted a refund claim online will 
automatically have a CFR case generated in the system. 

 Locate the CFR case in the system and reassign the CFR case to themselves. 

 Stage the case to Submission Review. A letter acknowledging receipt of the 
form CDTFA-101 will be auto generated and mailed. 

 Add a cross-reference between the CFR case and the related audit or 
FBO in the system. 

Credit Balance on Accounts 

Auditors must address a credit balance on an account (including credits 
originating outside the audit period) in one of the following manners: 

 Contact the Return Analysis Unit (RAU) or the Return Processing Branch 
(RPB) to request assistance with investigating and handling a credit 
balance in a single period for $1,000 or more. Contact: 

RAU at BTFD.RAUElectronicMaintenanceReguests@cdtfa.ca.gov (sales 
and use tax accounts) 

RPB at RPBActionReguest@cdtfa.ca.gov (special tax and fee accounts) 

 Contact Compliance team members to assist with investigating and 
handling credit balances less than $1,000. If the impact of credit interest 
on the balance is $10 or less, make detailed CRM Notes in the system 
indicating the credit balance will offset after the audit posts. Field 

mailto:RPBActionReguest@cdtfa.ca.gov
mailto:BTFD.RAUElectronicMaintenanceReguests@cdtfa.ca.gov


 

            
           
         

        

             
            

               
     

          
            

            
             
           

             
           

          

             

     

     

    

            
          

             
             

               
 

           
           

    

           
              
           

              
   

           
             

       

              
               

 

auditors will need to work with Compliance team members to discuss the 
adjustment request in detail to ensure both audit team members and 
compliance team members understand what needs to be adjusted. 

Verifying Credit Returns or Amended Returns are Posted 

When the taxpayer files a credit return(s) or amended return(s) resulting in a 
credit prior to the start of the audit, the field auditor will: 

 Verify whether the return is posted in the system. If the return is not 
posted, the field auditor must: 

o Work with the appropriate CDTFA section/branch to resolve any 
pending work items so the return can be posted. Generally, the field 
auditor will contact a team member in the RAU or Local Revenue 
Branch (LRB) for sales and use tax audits and RPB for special tax 
audits. There may be rare instances where the credit returns or 
amended returns will need to be adjusted to zero and the field auditor 
audits to zero-dollar returns; however, this will only be performed on 
a case-by-case basis and usually when there are conversion issues. 

 Verify the correct return figures are reflected on the transcript of returns. 

 Audit the reported amounts. 

FIELD AUDIT SUPERVISOR RESPONSIBILITIES 0108.25 
Field audit supervisors must: 

 Provide a secondary review of the refund claim in the system’s 
Submission Review stage to ensure the refund claim is valid. 

 Create and send a rejection letter in the Submission Review stage and 
close the CFR case, when a refund claim is not valid and rejected. 

 Stage the CFR case to Staff Review in the system when the case is 
accepted. 

 Discard the Case Recommendation Paper after verifying the refund claim. 
(ADRS will complete the Case Recommendation Paper after the CFR case 
is routed to them.) 

Note: Special tax and fee auditors will prepare the Case Recommendation 
Paper for cases forwarded to ADAB. If the case is not forwarded to ADAB, 
there is no need for the Staff Recommendation case paper. 

 Enter comments on the CFR case in the system every month to provide 
a status update. 

 Verify the auditor has sent a CDTFA-2047, More Information Required-
30 Day Letter (30-day letter) prior to denying any portion of the refund 
claim due to lack of supporting documentation. 

 Create and send a CDTFA-5048, Notice of Denial, and close the CFR case 
in the system when audit review is not involved in the review of a refund 
claim. 



               
             

        

              
 

            

           
      

           
 

           
   

     

    

            

            

          
            

 

                
           

                
 

           
       

             
            

              
   

     

     

         
  

       

    

             
              

               

NOTE: An example of when audit review is not involved in the review is 
when an audit is processed as a "No Opinion Warranted." Instead of going 
through audit review, the supervisor approves the processing. 

 Verify the auditor cross-referenced the CFR case to the audit case in the 
system. 

 Verify the auditor has addressed any credit balance on an account. 

 Complete a first-level review and approval on name and/or address 
changes made on a Refund Request. 

 Provide assistance and training to auditors regarding the new refunds 
process. 

 Verify the auditor made complete comments in the system regarding 
the refund claim. 

FIELD AUDIT REVIEWER RESPONSIBILITIES 0108.30 
Field audit reviewers must: 

 Verify the auditor addressed any credit balance on the taxpayer's account. 

 Create a Refund Request for a refund of $50,000 or less. 

NOTE: Refund Requests greater than $50,000 and the related Public 
Record case are handled by ADRS or ADAB by following their existing 
procedure. 

 Create and send the Notice of Denial seven days after the due date of the 
30-day letter for refund claims that are partially or fully denied. 

 Close the CFR case in the system for those cases not routed to ADRS or 
ADAB. 

 Work with compliance team members to redirect credits when the 
taxpayer wants to offset to another liability. 

 Contact ADRS or ADAB via email to adjust previously paid interest and 
penalty assessed on a taxpayer's return filed within the audit period when 
the audit discloses a credit in the period. Email ADRS or ADAB at the 
following email inboxes: 

Sales and use tax: ADRS-AuditRefunds@cdtfa.ca.gov 

Special taxes and fees: BTFD-ADAB.IncomingAppeals@cdtfa.ca.gov 

OTHER PROCEDURES RELEVANT TO THE FIELD OFFICES, ADRS, AND ADAB 
0108.35 

The field offices, ADRS, and ADAB must: 

Validate a Refund Claim 

The program area (field, ADRS or ADAB) that received the incoming claim is 
responsible for validating the refund claim and staging it to Accept or Reject in 
the system. ADRS or ADAB must validate and stage the CFR case to Accept prior 

mailto:BTFD-ADAB.IncomingAppeals@cdtfa.ca.gov
mailto:ADRS-AuditRefunds@cdtfa.ca.gov


 

               
           

           
            

               
             

         

             
            

  

            
             

             
           

              
              

             

              
           

              
     

            
        

          
            
            

          
          
 

              
              
              
   

              
           

             
               

           
             

    

        
         

             
            

to routing to the field offices. When the CFR case is added and staged to 
Submission Review (automatically for online and manually for paper), the system 
will automatically batch print an acknowledgment of receipt letter. The audit 
supervisor (for incoming refund claims received in the field offices) or designee 
(for incoming refund claims received in ADRS or ADAB) will send a letter to the 
taxpayer when their refund claim is rejected. Letters are available in the system 
with the specific reason for rejecting a refund claim. 

BTFD auditors must prepare a Submission Review Checklist in the CFR case under 
the Submission Review stage. However, FOD auditors may use the checklist at 
their discretion. 

Auditors must work with the taxpayer to obtain a properly completed refund 
claim. When the refund claim has no specific grounds/reasons, or is not timely, 
auditors will discuss rejecting the refund claim with their supervisor. If it is 
determined the refund claim should be rejected, BTFD auditors (or section/branch 
designee) should send a rejection letter and close the CFR case, while FOD audit 
supervisors will send a rejection letter to the taxpayer and close the CFR case. 

Send a 30-Day Letter when a Refund Claim is Partially or Fully Denied 

When any portion of a refund claim is denied, auditors must provide the taxpayer 
with their appeals rights by sending a CDTFA- 2047, More Information Required-
30 Day Letter (30-day letter), immediately after it is discovered a refund claim is 
partially or fully denied. 

NOTE: When a taxpayer files a protective refund claim for “$1 or 
more,” but provides documentation for another specified amount, 
auditors must discuss revising the refund claim with the taxpayer. 
The taxpayer may revise the refund claim amount when the basis for 
the refund remains the same. Revising the refund claim will allow the 
taxpayer the opportunity to appeal the refund amount if they 
disagree with the established refund amount in accordance with our 
findings. 

Providing the 30-day letter to the taxpayer is required per the Rules for Tax 
Appeals section 35042 (c), Action on a Claim for Refund. Auditors will initiate the 
printing of the 30-day letter at the same time they provide any relevant audit 
working papers (AWPs). 

Auditors may make minor changes to a 30-day letter outside of the system to 
tailor it for a specific circumstance. For example, industry specific refunds 
involving numerous CFR cases by a single taxpayer may be combined into one 
letter if the CFR case detail is included (i.e., claim date, CFR case ID, Period, 
Refund Amount, and recommended denial amount or denied amount). Any letters 
generated outside of the system must be approved by a supervisor and attached 
to the CFR case. 

Send a CDTFA-2047, More Information Required-30-Day Letter when 
Documentation is not Provided, or Taxpayer cannot be Reached 

The CDTFA-2047, 30-day letter, has various language options and will also be used 
when the taxpayer does not provide documentation or cannot be reached. When 



             
            

            
              
            

               
             
               

             
           
    

           
     

             
           

           
              

           
            
              

            
            

              
            

             
              
           

            
               

       

               
          

            
     

         
 

           
          

           
          

             
           

           
    

auditors are unable to reach the taxpayer, or the taxpayer does not provide 
documentation, they must send the 30-day letter to request the taxpayer to 
submit documentation (seven (7) additional days will be allowed to account for 
mailing delays). If the taxpayer does not respond, the refund claim will be denied. 
Auditors must document the reason for all decisions made by adding detailed 
notes in the system within the CFR case. A third-party reader, such as the Appeals 
Bureau team members, must be able to understand the situation and why the 
refund claim was denied based on the detailed notes entered in the CFR case. The 
field auditor will request their supervisor send a Denial Letter to the taxpayer 
while the ADRS/ADAB auditor (or section/branch designee) will send the Denial 
Letter to the taxpayer. 

Send a CDTFA-1899 Letter when the Taxpayer Requests Additional Time After 
CDTFA-2047 (30-Day Letter) is Sent 

If a CDTFA-2047, 30-day letter was sent because the taxpayer did not provide 
documentation or cannot be reached, and the taxpayer responds by requesting 
additional time to provide the requested documentation, auditors must work with 
the taxpayer to evaluate and respond to the request. Auditors must also send a 
CDTFA- 1899, Response to Extension Request, to the taxpayer indicating either: 
1) the taxpayer is granted another extension to provide the documentation within 
15 days, or 2) the taxpayer's request for an additional extension is denied (the 
field auditor must discuss this option with their supervisor prior to requesting 
their supervisor to send a Notice of Denial while ADRS/ADAB auditor will 
continue to send the Denial Letter). If an extension beyond the 15 days is 
requested, then a discussion between the auditor and their supervisor must occur 
to determine if the delay is reasonable because of situations beyond the taxpayer's 
control. If an extension is granted, the auditor will send a CDTFA-1899 to the 
taxpayer to clearly document the date by which the supporting documentation 
must be submitted. If after the extension, documentation is not received, auditors 
must deny the refund claim, add complete notes in the CFR case, and notify their 
supervisor to send a Notice of Denial. 

If there is any reason to believe the taxpayer merely filed a protective claim and 
continues to request an extension without sufficient reason, auditors must 
discuss the matter with their supervisor and determine whether to grant the 
extension or deny the claim. 

Send a CDTFA-1899 Letter when Subsequent Documentation Provided is 
Insufficient 

If the taxpayer responds to the CDTFA-2047, 30-day letter, and the 
documentation is insufficient, auditors must contact the taxpayer and explain 
the specific documentation requested to support their refund claim. If the 
taxpayer states they can provide the additional documentation supporting the 
refund claim, auditors must allow the taxpayer 15 days to provide the additional 
documentation. Auditors must send a CDTFA-1899, 15-Day Letter for Refund, to 
the taxpayer which clearly documents the date by which the supporting 
documentation must be submitted. 



 

            
           

            
       

      

             
            
              

             
   

               
            

           
            

              

            
                

             
            

               
             

               
              

              
             

   

           
            

 

       

           
           
          

            
             

           
           

            
           

     

    

      

If the taxpayer again provides documentation that is insufficient to support the 
refund claim, and the taxpayer requests another extension, auditors must discuss 
the situation with their supervisor to determine whether to grant an additional 
extension or to deny the refund claim. 

Obtain a Waiver of Credit Interest 

The taxpayer should be allowed enough time to provide documents to support a 
refund claim. If an extension request exceeds three months, a signed CDTFA-146, 
Waiver of Credit Interest, must be obtained from the taxpayer. A signed copy of 
the CDTFA-146 must be received prior to granting an extension and sending the 
taxpayer the CDTFA-1899. 

Any delay by the taxpayer that is beyond three months will not be allowed without 
the approval of the BTFD Deputy Director, FOD Deputy Director, or the 
appropriate designee. An extension exceeding six months from the date the 
taxpayer was first notified in writing to provide documentation to support the 
refund claim should not be allowed even if the taxpayer has signed a CDTFA-146. 

To request an extension beyond three months, but not exceeding six months, 
from the due date on the 30-day letter, a memo must be sent to the appropriate 
Deputy Director or their designee. The memo must state the reasons an extension 
is being requested, whether a CDTFA-146 has been received from the taxpayer, 
and when the refund claim is expected to be completed. To route the memo, a 
Refunds Task will be created with the Deputy Director or their designee assigned 
as the owner (this ensures the Refund Task appears in their "My Work" in the 
system). All memos related to the refund claim must be attached in the system 
within the CFR case, Item tab, Attachments sub tab. Exceptions to this policy 
must be approved by the BTFD Deputy Director, FOD Deputy Director, or the 
appropriate designee. 

If the taxpayer does not provide the supporting documentation within the 
extension date approved by the Deputy Director, the refund claim should be 
denied. 

Collaborate when an Appeals Conference is Requested 

Both the CDTFA-2047, 30-day letter and the CDTFA-1899, 15-Day Letter for 
Refund, letter include information about the taxpayer's appeals rights. If a 
taxpayer requests an appeals conference, ADRS/ADAB should review the history 
of the CFR case, communicate with the taxpayer, when applicable, and determine 
whether the CFR case should be forwarded to Case Management for scheduling of 
an appeals conference. If an appeals conference is not warranted, ADRS/ADAB 
must send the Notice of Denial and close the CFR case. 

To ensure ADRS/ADAB has all the information needed to process an appeals 
conference request, auditors must make the following comments in the CFR 
section of the Verification Comments: 

1. Basis for refund. 

2. Amount claimed by the taxpayer. 



            
          

            

               
          

       

            
            
   

                
              

    

        

            

             
              

             
    

        

           

              
          

           
             

           
   

       

               
               

            
            

              
 

          
             

               
              

               
               

 

      

3. Amount recommended by the auditor, including reasons for partial or full 
denial recommendation. References to the pertinent schedules should be 
included to assist the Audit Reviewer or reader to verify the amounts. 

4. If any portion of the claim is recommended to be denied and the taxpayer 
disagreed, the CDTFA-836, Report of Discussion of Audit Findings, must 
indicate if an appeals conference is requested. 

5. Whether credit interest is recommended or denied (credit interest is not 
allowed for periods where a negligence or fraud penalty is asserted, Audit 
Manual section 0218.05). 

After an audit or FBO is posted and billed by an audit reviewer and the refund 
claim is disagreed, the audit reviewer must notify ADRS or ADAB via email, and 
include the following information: 

Email Subject: Disagreed Audit with Refund Acct # 

Body: Claim for Refund case # and Audit or FBO case # 

When the taxpayer requests an appeals conference and there is no related audit 
or FBO associated with the CFR case because documents were not provided or the 
audit case results in a "No Opinion Warranted," the auditor must include the 
following in the email: 

Email Subject: Appeals Conference Requested by Taxpayer_Acct # 

Body: Include Claim for Refund case# and explain the situation clearly. 

Example: CFR case ID XXXXX. This claim for refund case was routed to the 
field for review. Several attempts were made to obtain documentation; 
however, supporting documents were not received for review. A 30-day letter 
was sent on [insert date]. After the taxpayer received the letter, the taxpayer 
requested an appeals conference regarding the refund. The taxpayer has still 
not provided documentation. 

Send a CDTFA-5048, Notice of Denial 

A CDTFA-5048, Notice of Denial, is required if any portion of the claim for refund 
is not granted. A Notice of Denial will not be sent unless the CDTFA-2047, 30-day 
letter was sent and the time the taxpayer had to provide additional 
documentation or request an appeals conference has elapsed. A Notice of Denial 
is required only when the amount refunded is less than the amount the taxpayer 
claimed 

ADRS/ADAB auditors (or section/branch designee) should send the Notice of 
Denial. FOD audit reviewers should send the Notice of Denial when the refund 
claim is reviewed concurrently with an audit or FBO and the CFR case is not 
routed to ADRS or ADAB for further handling. The FOD audit supervisor will send 
the Notice of Denial when audit reviewers are not involved in the review of the 
audit working papers, such as when the audit or FBO results in a "No Opinion 
Warranted." 

Close the Claim for Refund Case 



 

                
               

              
            
              

       

              
               

                
             

              
           
             

              
      

       

              
            
         

  

   

              
            

          
         

             
             

                
            

             
           

               
           

             
               
             

     

           
            
            

             
            

               
 

When a refund claim is granted in full, the CFR case may generally be closed in 
the system once the audit is posted and billed and/or a refund request is added 
(posting and billing is not applicable when an audit or FBO isn't involved). CFR 
cases involving a denied refund claim or partially granted/denied refund claim in 
which a CDTFA-2047, Denial Letter is required to be sent should be closed after 
mailing of the CDTFA-2047, Notice of Denial. 

A refund claim filed for full payment of tax on a related administrative protest 
case must be kept open for 90 days from the date the CDTFA-2047, Notice of 
Denial, is sent or until the litigation is concluded if the taxpayer files a suit for 
refund. The Refund Claim indicator in the system remains on the account until 
the CFR case is closed. This will stop certain collection activity and the automatic 
refund process. The Refund Claim indicator is removed automatically by the 
system once the CFR case is closed. The team member responsible for sending 
the CDTFA-2047, Notice of Denial, should also close the CFR case, 90 days from 
the date the letter is sent. 

REFERENCE GUIDE FOR FOD TEAM MEMBERS 0108.40 
FOD team members may refer to the Reference Guide for Field Team Members on 
Handling Refunds and Credits located in the Resources for Auditors webpage on 
myCDTFA for additional detailed instructions and information regarding the 
refund process. 

CREDIT INTEREST 0108.45 

For CDTFA to pay credit interest on any portion of an approved claim for 
refund, the taxpayer must have a Social Security Number (SSN) or Federal 
Employer Identification Number (FEIN) on file pursuant to section 6109(a)(3) 
of title 26 of the United States Code. 

The FEIN or SSN is located on the Customer springboard, Registration tab, IDs 
sub-tab and then by clicking on the corresponding hyperlink for either the FEIN 
or SSN. When CDTFA does not have the SSN or FEIN of a taxpayer, whose claim 
for refund has been approved with credit interest, CDTFA must give the 
taxpayer an opportunity to provide their SSN or FEIN by responding to the 
CDTFA-799, Request Information for Credit Interest, letter. The SSN or FEIN 
must be provided in order for CDTFA to report to the IRS any credit interest 
paid and to provide the Form 1099-INT to the taxpayer. 

The team member assigned the refund case must use the CDTFA-799 letter to 
request the SSN or FEIN from the taxpayer. Credit interest must be denied if a 
taxpayer fails to provide their SSN or FEIN within the timeframe indicated on 
the CDTFA-799 letter. 

Supervisors, or their designee, must review and approve the CDTFA-799 letter 
prior to printing by entering their approval comments in the system under 
CRM Notes on the Customer springboard. The approved and signed letter must 
be scanned and attached in the system in CRM Attachments on the Customer 
springboard after the letter is mailed to the taxpayer. The applicable team 
member must enter a CRM Note stating the date the letter was mailed to the 
taxpayer. 



   

  

            
              

         

            
         

            
              

             
          

      

   

           
             

       

           

          

      
     

   

     

            
             

            
              

            
         
           

              
  

           
         

       

EDUCATIONAL CONSULTATIONS 0110.00 
BACKGROUND 0110.02 
The Educational Consultation Program (Program) is designed to provide sales and use 
tax information to new taxpayers during the taxpayers’ first year of business to help 
taxpayers meet the sales and use tax reporting requirements. 

The consultation should be performed by an experienced auditor who reviews the 
taxpayer’s business operations, record-keeping and tax preparation system. This 
personal assistance is an educational opportunity for taxpayers to obtain answers to 
sales and use tax questions, as well as any general questions regarding the California 
Department of Tax and Fee Administration (CDTFA). The Program is provided at no 
charge and is available upon taxpayer request. Consultation appointments typically 
last no more than one day. 

PRE-CONSULTATION ACTIVITIES 0110.04 
Once a taxpayer contacts a districtfield office requesting a consultation, the 
districtfield office should verify that the requesting taxpayer is eligible for the Program. 
To be eligible, the taxpayer must have: 

1) Started a new business within the last twelve (12) months. 

2) Filed at least two sales and use tax returns. 

CONSULTATIONS FOR TAXPAYERS IN BUSINESS 0110.05 
FOR MORE THAN 12 MONTHS 
At  the  discretion  of  the  field  offices,  consultations  are  available  for  Although  
outside  the  guidelines  as  set  forth  in  criteria  (1),  field  offices  have  the  discretion  to  
perform  consultations  for  taxpayers  who  have  been  in  business  for  more  than  12  
months.  Such  taxpayers  may  request  a  consultation  and  amend  returns  (CPPM  section  
505.120)  within  the  appropriate  statute  of  limitations.  The  taxpayerHowever,  
taxpayers  must  be  advised  that  since  the  taxpayer  does  not  meet  the  criteria  for  an  
educational  consultation,  the  consultation  the  taxpayer  receives  may  result  in  the  
CDTFA  conducting  a  full  audit  based  upon  its  findings.  

CONSULTATION ACTIVITIES 0110.06 
Consultation Appointments and Taxpayer Contact 

The auditor contacts the taxpayer and schedules an appointment to conduct the 
consultation at the place of business of either the taxpayer or the taxpayer’s 
representative, or the auditor makes arrangements to have the taxpayer furnish enough 
records and tax returns so an in-office consultation can be performed. The auditor then 
mails (or sends via encrypted email) Form CDTFA–1297 (qL0014 in the system), 
Taxpayer Education Consultation Program Appointment Confirmation Letter, to the 
taxpayer confirming the appointment. The letter includes the appointment date and 
time, and it describes the extent of the auditor’s anticipated brief examination of the 
taxpayer’s records. 

Contact information throughout the consultation process may be documented on Form 
CDTFA–414–Z, Assignment Activity History, using the CDTFA-414-Z program.must be 
documented in CRM Notes in the system. 



 

   

            

         

       

       

              
     

         

              
         

             
           
               

        

   

            
              
           

             

     

              
           

     

             
              

             
             
     

    

           
         

      
        

              
           

          
           

       

   

   

 

 

Examination of Records 

At the taxpayer’s place of business, the auditorauditors will perform the following: 

1) Discuss the taxpayer’s business and type of operation 

2) Examine the business and its facilities 

3) Examine the taxpayer’s books and records 

4) Examine the taxpayer’s sales and use tax returns and review with the taxpayer 
how the returns are prepared 

5) Provide the taxpayer with applicable publications and/or regulations 

6) Answer any questions the taxpayer may have with regard to the taxpayer’s sales 
and use tax account or any other CDTFA services. 

If an examination of the taxpayer’s place of business was not performed (e.g.,for 
example, the consultation was conducted at the taxpayer’s representative’s place of 
business), a note to that effect will be disclosed in the “Other Comments” section of 
Form CDTFA–1300 (on myCDTFA), Taxpayer Educational Consultation Report. 

POST-CONSULTATION ACTIVITIES 0110.10 
When the consultation is complete, the auditor will discuss the consultation findings 
or concerns (if any) with the taxpayer and give recommendations to remedy or correct 
the identified issues. The taxpayer will also be advised about theauditorAuditors 
willshould also address areas that are being handled correctly to reinforce those areas. 

1) Material Debit Amount Discovered 

If the auditor finds a material debit discrepancy, the auditor will advise the taxpayer 
to amend its return(s) and pay the appropriate tax and interest. 

2) Material Credit Amount Discovered 

If the auditor finds a material credit discrepancy, the auditor will provide the 
taxpayer with the information to file the CFR online or, if the taxpayer prefers, 
will furnish the taxpayer with Form CDTFA–101, Claim for Refund or Credit, and 
instruct the taxpayer how to properly file the claim. Auditors should advise the 
taxpayer to amend its return(s). 

3) Educational Consultation Report 

After completion of the consultation, the auditor will complete Form CDTFA–1300, 
Taxpayer Educational Consultation Report (Reportfound on myCDTFA), and either 
Form CDTFA–50271298, Taxpayer Educational Consultation Program 
Letter(Findings), or Form CDTFA–1299, Taxpayer Educational Consultation Program 
Letter (No Findings) cover , in the system, (depending on the outcome of the 
consultation).. The CDTFA-5027 letter, in the system, contains check boxes for 
“No Reporting Errors Disclosed” and “Some Reporting Errors Disclosed,” one 
of which must be selected for completion of the letter. 

The Report form requires the following information: 

 Taxpayer’s name  Contact  person  

 Account number  Date  of  consultation  



    

 

   

   

   

    

 

 

 

 

 

        
       

         
             

     

             
            

            
              

                
          

            
              

             
             

             
    

            
            

            
           

              
             

 Accountant (if applicable)  Type  of  business 

 Periods  of  returns  previously 
filed 

 Hours  spent 

 Type  of  cover  letter  sent 
 Auditor’s name

 Books  and  records
information  Supervisor’s name

 Reviewer’s name  Types of sales 

 Date of review  Deductions  and  purchases

The Report, CDTFA-1300, Taxpayer Educational Consultation Report, (on 
myCDTFA), the letter, CDTFA-5027, Taxpayer Educational Consultation 
Program Letter, (in the system), and CDTFA-1301, Taxpayer Educational 
Consultation Survey (on myCDTFA) are required to be sent to the taxpayer, at 
the conclusion of the consultation. 

While  each  consultation  varies  from  taxpayer  to  taxpayer,  district  stafffield  office  
auditors  shall  make  efficient  use  of  their  time  spent  on  consultations  (e.g.for  
example,  8  hours  per  consultation  recommended).  The  auditor  submitsAuditors  
submit  the  Report  to  their  supervisor  in  the  same  manner  as  other  audit  cases.by  
attaching  the  report  to  the  Customer  or  Account  springboard  in  the  system  and  
using  email  or  a  bookmark  to  notify  their  supervisor.  The  field  office  The  district  
reviewer  reviews  the  Report  for  accuracy  and  related  comments,  and  enters  the  date  
in  the  section  “Date  of  Review”  and  signs  in  the  section  “Reviewed  By”  on  the  Report.  
Both  theThe  Report  and(from  myCDTFA),   the  cover  letter  (from  the  system),  and  
the  survey  (CDTFA-1301  from  myCDTFA)  must  be  mailed  to  the  taxpayer.  Field  
staff  should  archive  this  report  in  the  digital  audit  archive  .  In  addition,  staff  office  
team  members  should  attach  this  report  in  CRM  Attachments  in  the  system.  In  
addition,  team  members  should  forward  a  copy  of  the  Report  to  the  Taxpayer  Records  
Unit  (MIC  36).  

In the “Other Comments” section of the Report, the auditorauditors should record any 
publications or regulations provided to the taxpayer, along with any errors discovered 
and the appropriate action taken or discussed to correct them (e.g.for example, 
amended returns). The cover letter to the taxpayer should explain the purpose of the 
consultation and that it was not an audit of the books and records. The letter should 
also instruct the taxpayer to amend its returns, if applicable. 

Presentation of a taxpayer’s books and records to a tax auditorCDTFA team 
members, for examination, is considered a written request for an audit report. If a 
prior audit report of a person requesting RTC section 6596 relief contains written 
evidence that demonstrates the issue in question was examined, such evidence will be 
considered “written advice from the CDTFA.” and qualify for relief under RTC section 
6596. (AM section 0105.04.) 

The same holds true for a consultation wherein auditorsthe auditor examines the 
taxpayer’s books and records and completes the Report form. Audit staff Auditors 
should be careful to accurately describe the types of transactions and records 
examined because only those types of transactions and/or records will qualify 
as written advice from the CDTFA under RTC section 6596. A taxpayer cannot file 
a valid RTC section 6596 claim for relief regarding transactions and records not 
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examined by the an auditor should the taxpayer dispute an audit finding at a later 
date. Therefore, auditors should describe in the Report the transactions the taxpayer 
engages in, but were not examined during the consultation. For example, “Claimed 
exempt shipping charges were not verified against actual shipping documents.” 

Auditors should also be aware of transactions the taxpayer may be entering into in 
the future. Any discussions about future types of transactions should also be 
described in the “Other Comments” section of the Report form. For example, if the 
taxpayer does not have sales for resale, the auditor will should describe and note that 
he/shethey explained to the taxpayer the proper elements of a resale certificate and 
any other types of records used to support claimed nontaxable or exempt sales, etc. 
The application of tax and correct record-keeping explained to the taxpayer for any 
(future) transactions should be documented in IRISon the Audit springboard, in 
CRM Notes in the system. 

In the discussion, auditors should explain that advice regarding future transactions 
constitutes oral advice and does not serve as a basis for RTC section 6596 relief. The 
auditorAuditors should also explain the application of RTC section 6596 and 
Regulation 1705 and stress the importance of obtaining written advice. See AM section 
0105.00 for RTC section 6596 relief guidelines. 

4) Follow-up Actions 

The auditorAuditors should enter appropriate comments in IRIS (TAR AI Comments 
screen)in CRM Notes in the system to document that a consultation was requested 
and completed, rejected, refund recommended, etc. 

Either the auditor or the auditor’s supervisor should track accounts for which the 
taxpayer was instructed to amend theirhis or her returns. If the taxpayer has not 
submitted amended returns after six (6) months from the notification date or earlier if 
the statute of limitations is approaching, the auditor auditors should inform theirhis 
or her supervisor, who will then flag the account for follow up. 

5) Consultation Results 

Auditors should mail or send, via encrypted email, form CDTFA-1301, Taxpayer 
Educational Consultation Survey (on myCDTFA) to the taxpayer, regardless of 
whether there were errors found or not. 



   

  

            
             

    

           
           

             
             

              
           

              
        

            
             

  

  

REWARD PROGRAM 0122.00 
GENERAL 0122.02 
RTC section 7060 authorizes rewards for information leading to the collection of 
unreported or under reported sales and use taxes. This program, however, has not 
beenis not currently funded. 

Individuals occasionally indicate that they have information that would enable the 
CDTFA to recover sales tax revenues. Tax auditorsAuditors should advise these 
individuals that there is currently no state funding that would enable us enables 
CDTFA to provide a reward. However, tax auditors may attempt to obtain such 
information by appealing to the person’s sense of duty as a good citizen. Auditors 
should advise the person providing information that they may request their 
identity not be divulged during an investigation, but also advise them it may need 
to be divulged once the investigation is complete. 

The person providing the information should also be made aware that taxpayer 
confidentiality laws prevent the CDTFA from divulging to them the results of any 
subsequent investigation. 



 

    

  

             
               

        
           
              

         
             

          
           
            

             
             

               
          

             
            

       

            
             

            
            

            
             

             
             

         
           

     

            
             

          
              

              
         

  

              
  

 

INFORMANT CONTACT PROCEDURES 0124.00 

GENERAL 0124.02 
Under the Information Practices Act (IPA)(Civil Code § 1798 et seq.), all information 
provided by an informant, as well as the informant’s name, may be withheld from an 
individual taxpayer (sole-proprietors, married co-owner and domestic partner) 
during a civil investigation during the investigation of criminal or non-criminal 
matters if disclosure of the information would compromise the investigation or a related 
investigation. Once the civil investigation has been completed,is complete, 
information relating to the identity of the informant may continue to be withheld 
provided the informant was promised confidentiality. A promise of confidentiality 
shallshould be documented in writing. For purposes of this paragraph, the 
investigation will be considered complete when a determination is issued, regardless of 
the fact that the taxpayer subsequently petitions for a redetermination. If the informant 
was not promised confidentiality, then the informant’s identity must be may need to 
be divulged upon request by the taxpayer. While the IPA is only applicable to individual 
taxpayers (sole-proprietors, married co-owner and domestic partner), as a policy 
matter, the CDTFA has extended the protection of the IPA to all provides non-
individual taxpayers with copies of their tax records. Please contact the Disclosure 
Office with any questions regarding this section. 

Whether or not confidentiality is promised, the information provided by the informant 
must be divulged if a request is made by thean individual taxpayer (sole-proprietors, 
married co-owner and domestic partner), but only after the civil investigation is 
completed., stafftTeam members may provide either an exact copy of the information 
provided by the informant, with the informant’s identity deleted, if confidentiality has 
been promised, or a comprehensive summary of the substance of the information. If 
the informant’s identity can be readily determined from an exact copy of the 
information, then it would be preferable to provide a comprehensive summary. If a 
comprehensive summary is provided, staffteam members should pay particular 
attention to providing all personal information that could affect the taxpayer’s 
reputation, rights, benefits, or privileges. 

Even though an informant is promised confidentiality under the IPA, occasionally other 
statutes and case law may require disclosure of the informant’s name. For example, 
circumstances involving discovery proceedings related to pending litigation or a 
defendant’s right to confront his or her accuser when criminal charges have been filed 
may require disclosure of the informant’s name. Such matters shall be referred to the 
CDTFA’s Legal Division legal staff for decision and response. 

GUIDELINES 0124.04 
The following guidelines should be followed to ensure that the informants are aware of 
their rights: 

 INITIAL  CONTACT.  Generally,  staffteam  members  should  not  encourage  
informants  to  request  confidentiality.  If  an  informant  contacts  the  CDTFA  by  
phone  or  in  person  and  asks  to  remain  confidential,  that  request  and  the  
promise  of  confidentially  should  be  documented  in  writing.  The  informant  
should  be  advised  in  writing  that  under  certain  circumstances,  such  as  a  
court  proceeding,  the  CDTFA  may  be  unable  to  maintain  the  informant’s  
confidentiality.  



 

          

 

 

 

 

  

 Where  the  informant  contacts  the  CDTFA  in  writing,  confidentiality  should  
be  maintained,  if  so  requested.  

 The CDTFA may accept information that is provided anonymously. 

 DOCUMENTS.  In  those  cases  where  the  informant  provides  his/hertheir  
name,  any  documents  containing  the  informant’s  allegations  should  clearly  
state  whether  or  not  his/hertheir  name  was  provided  with  the  promise  of  
confidentiality.  If  the  information  was  provided  with  the  promise  of  
confidentiality,  then  to  ensure  against  the  improper  release  of  the  informant’s  
identity,  it  is  imperative  that  staffteam  members  clearly  print  in  red  
“INFORMANT  —  CONFIDENTIAL”  on  the  top  of  such  documents.  In  addition,  
when  the  document  is  prepared  by  staffteam  members,  the  informant’s  name,  
as  well  as  other  information  which  should  not  be  released  to  protect  the  identity  
of  the  informant  (i.e.,  telephone  number,  address,  etc.),  should  be  placed  in  one  
central  location  and  circled  in  red.  He  or  shebe  attached  in  the  system  and  
should  include  “INFORMANT-CONFIDENTIAL-Internal”  in  the  file  name.  
The  informant  should  thereafter  be  referred  to  in  the  documentany  documents  
as  “the  informant.”  and  their  name  not  used.  

 CIVIL  OR  CRIMINAL  INVESTIGATION.  During  an  a  civil  or  criminal  
investigation,  if  a  taxpayer  or  the  taxpayer’s  authorized  representative  requests  
file  material,  staffteam  members  must  immediately  forward  the  request  to  
the  Disclosure  Office  at  Disclosure.Office@cdtfa.ca.gov  for  processing.  If  
confidentiality  was  provided,  a  copy  of  the  written  promise  should  also  be  
immediately  forwarded  to  the  Disclosure  Office.  provide  a  copy  of  all  
documents  in  the  file  except  those  with  confidential  information  such  as  an  
informant’s  name  or  the  information  received  from  the  informant.  However,  in  
doing  so,  staff  must  inform  the  taxpayer  that  such  information  exists  and  is  
being  withheld  until  completion  of  the  investigation  as  required  by  the  IPA.  Staff  
should  not  provide  details  of  the  information  provided  by  the  informant  during  
the  investigation.  

 FOLLOWING  THE  INVESTIGATION.  Once  the  investigation  is  complete,  the  
CDTFA  will  withhold  the  identity  of  the  informant  if  there  was  a  promise  of  
confidentiality;  otherwise,  we  must  disclose  his/hertheir  identity.  Whether  or  not  
confidentiality  was  promised  to  the  informant,  the  taxpayer  is  entitled  to  either  
an  exact  copy  of  the  information  with  only  such  deletions  as  are  necessary  to  
protect  the  informant’s  promised  confidentiality  or  a  comprehensive  summary  
of  the  substance  of  the  material.  

 COURT  PROCEEDINGS.  All  subpoenas  received  for  informant  
informationWhen  the  CDTFA’s  records  are  subpoenaed  as  the  result  of  court  
proceedings  such  as  a  discovery  order  or  a  criminal  investigation,  where  the  
defendant  has  the  right  to  confront  his  or  her  accuser,  the  matter  should  be  
referred  to  the  CDTFA’s  legal  staffLitigation  Bureau  for  actionhandling.  



 

    

  

             
              
              

             
                
           

             
              
        

                
            

            
              

            
           

                
               

            
             

                 
  

  

                  
              

            
             

            
              

         

             
             

            
           

         
               

          
     

  

           
           
 

     

IDENTITY THEFT PROGRAM 0126.00 
GENERAL 0126.02 
Identity theft occurs when a person makes an unauthorized use of another person’s 
personal identifying information for any unlawful purpose, such as to evade tax. It is 
possible for the perpetrator to be a family member or acquaintance; however, it cannot 
be assumed that a person authorized such use of their personal information merely 
because of their relationship to the perpetrator. It is a felony in California to use the 
personal identifying information of another person without the authorization of that 
person for any unlawful purpose (Penal Code section 530.5 et. seq.). The guidelines 
provided in this manual should be followed to absolve the innocent party of tax/fee 
liabilities established as a result of identity theft. 

The discovery of identity theft may arise from an audit or collection activity or from a 
tax/ feepayer’staxpayer’s own initiative. It may also be discovered after a person 
unlawfully uses another person’s name and personal information when applying for a 
permit or license without their consent, thus making the other person appear to be 
responsible for any debts incurred. However, merely adding a person’s name and 
personal information, including a signature or electronic signature, when applying for 
a permit or license does not always establish intent to evade tax. A person may have 
received authority and consent from the other person to act on their behalf in specific 
circumstances, including signature authority. For example, if a partner fills out a 
permit application and then signs for him or herselfthemselves, as well as another 
partner, the act of signing for the other partner may not have been done with intent to 
evade tax. 

PROCEDURES 0126.04 
In the event a tax or fee liability is accrued on an account where a person alleges to 
have been fraudulently registered for that permit, the office making the audit (OMA) or 
headquarters section that discovers the alleged identity theft or forgery, is responsible 
for evaluating the evidence and having the account adjusted, if appropriate. If staffteam 
members, other than the responsible collector or auditor, becomes aware of the 
possible identity theft, the information should be sent for review to the OMA or 
headquarters section responsible for the collection of the liability. 

Staff isTeam members are responsible for clearing an innocent party of any CDTFA 
liability resulting from identity theft or forgery. However, staff isteam members are not 
responsible for pursuing or identifying the perpetrator. In all cases, staffteam members 
should send a memo to the Investigations and Special Operations Division 
(ISOD)Investigations Section with all pertinent information and any documentation 
obtained as evidence to support that identity theft has occurred, so they may begin an 
investigation and take appropriate action. The ISOD Investigations Section is 
responsible for contacting law enforcement. 

EVIDENCE 0126.08 
The innocent party is responsible for providing staffteam members with documentary 
evidence supporting the claim of identity theft. Documentation may include the 
following: 

 Police and/or court reports; 



             

              
            

   

            
         

            
        

            
         

          
    

            

               
          

                 
         

           
         

           
        
         
             

            
          

         
               

     

          
            

            
           

             

           
            
            

    

          

            
   

             
     

 Documentation that shows a fraud alert has been placed on credit reports; 

 A copy of the Identity Theft Affidavit filed with the Federal Trade Commission 
(FTC). (The FTC serves as the federal clearinghouse for complaints by victims 
of identity theft.); 

 Written responses of results of investigations by creditors, banks, or companies 
that provided the perpetrator with unauthorized goods or services; 

 Written responses of results of investigations by district attorney’s office or 
other investigators supporting the claim of identity theft; 

 Copies of other applications and business records relating to transactions and 
accounts that show that those transactions involved identity theft; 

 Affidavits from landlords, vendors, accountants, or bookkeepers supporting a 
claim of identity theft; 

 Deposition from a private handwriting expert certifying a forged signature; or 

 A birth certificate indicating that the innocent party was a minor at the time 
the application was signed which may indicate identity theft occurred. 

The list of documentation is not intended to be all inclusive and not all of the items 
listed are required to substantiate claims of identity theft. 

The responsible OMA or headquarters sectionprogram area will examine the evidence. 
The compliance principal Compliance Principal or headquarters section supervisor 
should contact other potentially affected sections or divisions bureaus (e.g., Special 
Operations BranchCollection Support Bureau (CSB), Tax Investigations and 
Inspections Bureau (TIIB), Audit and Carrier DivisionBureau, Program and 
Compliance Bureau, and field offices) when a related account is identified that may 
have additional pertinent information or may be impacted. Once the responsible OMA 
or headquarters sectionprogram area is satisfied the documentation supports the 
identity theft, the compliance principalCompliance Principal or headquarters section 
supervisor should review the case, and if in agreement, should approve a request for a 
legal adjustment to the account. 

Once approved by the Compliance Principal or section supervisor, the 
responsible collector will create and send a letter to the customer informing 
them that a legal adjustment and release of liens (if warranted) is 
forthcoming. The responsible collector will create a request package and send 
it to the CSB to perform the legal adjustment. The package must contain: 

1. Memo addressed to CSB listing the documentation provided, and if 
liens were filed in the innocent party’s name, the request to release 
lien(s) filed in error should be included in the letter and the 
recommendation for legal adjustment. 

2. Documentation proving the identity theft claim (outlined in 799.100). 

3. Copy of the letter of acknowledgement/action sent to the customer by 
the responsible office/collector. 

CSB will process the legal adjustment in the system and add notes thoroughly 
explaining the identity theft adjustment. 



 

 

   

    

    

      

    

              
            

          

              
              

              
              

      

 

Team  members  will  send  the  lien  release  directly  to  the  county  recorder  
unless  otherwise  instructed  by  the  innocent  party  or  an  escrow  company  
acting  on  behalf  of  the  innocent  party.Staff  will  use  a  CDTFA-200-A,  Special  
Operations  Action  Request,  which  is  available  in  the  system,  to  request  a  legal  
adjustment.  The  CDTFA-200-A  is  then  sent  to  one  of  the  following  for  final  
approval:  

Section/Field Final Approval 

Field Offices Office Administrator 

Headquarters Operations Division Chief 

Audit and Carrier Division Division Chief 

Legal Division Chief Counsel 

Once the request for a legal adjustment has been approved, the approving party should 
forward the CDTFA-200-A to the Special Operations Branch (SOB) for adjustment. Staff 
originating the request should put detailed comments in the system. 

The SOB will process and approve the adjustment in IRIS using the adjustment type 
code “IDT” on the “Maintain Legal Adjustments for Account” screen (DIF LA). Once the 
adjustment is completed, SOB staff will generate a statement of account in IRIS, which 
will include bill note #999 (free form text) that explains the adjustment performed, and 
provide it to the innocent party. 
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