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Executive Summary

Looking over my Executive Summaries to the last few years’ reports, | used the phrase “difficult
times” or “recession” several times. This year, California’s tax collections are robust, the budget
was signed timely in June, and, “California’s finances are in very solid shape for the first time in
a decade,” Governor Brown said.

Regardless of whether the financial climate is positive or negative, Franchise Tax Board (FTB)
must be vigilant in its commitment to administer the Revenue and Taxation Code (R&TC) fairly
and continually strive to provide excellent customer service.

This report prepared by the Taxpayers’ Rights Advocate’s Office in response to the Taxpayers’
Bill of Rights, R&TC Sections 21006 and 21009, is an excellent tool to measure our success in
achieving both commitments.

The Advocate’s Address briefly discusses significant issues, concerns, and challenges to both

taxpayers and the department, such as increasing the lien threshold, increasing transparency
in our Criminal Investigation Bureau, and the successful rollout of our 2012 — 2016 Strategic Plan.

The report also addresses the Taxpayers’ Rights Advocate’s responsibilities and contacts. For
Fiscal Year (FY) 2012/2013 (July 1, 2012, through June 30, 2013), the Taxpayers’ Rights
Advocate’s Office responded to over 21,400 contacts from taxpayers. The Taxpayers’
Rights Advocate:

e Explains taxpayers’ rights.

e Provides education services to taxpayers and tax professionals.

e Conducts the Annual Taxpayers’ Bill of Rights hearing.

e Communicates with tax professional groups and industry representatives.
To satisfy the Taxpayers’ Bill of Rights requirements, the Taxpayers’ Rights Advocate’s Office
conducted a study using samples of both corporation and personal income tax Notices of
Proposed Assessment. These proposed assessments result from FTB audits. The primary
findings include the largest cumulative dollar amounts in proposed assessments:

e Corporation taxes—allocation and apportionment audits.

e Personal income taxes—filing enforcement assessments.

e Manufacturing industry—based on California’s primary business activity.
The Taxpayers’ Rights Advocate’s Office compiled information on taxpayers’ filing errors detected
during tax return processing. We issued Return Information Notices to taxpayers who filed
tax returns with errors that resulted in a change in tax liability. Advocate staff detected a

taxpayer error rate of approximately 3.2 percent during tax return processing. They examined
this data to identify and address some of the most common taxpayer errors.

Along with the Taxpayers’ Rights Advocate, the department continues its efforts to make
it easier for taxpayers to meet their obligations. We continue to provide information and
assistance to taxpayers and tax professionals as issues arise.

Selvi Stanislaus
Executive Officer
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Advocate’s Address

Members of the California Legislature:

| submit for your review the 2013 Taxpayers’ Bill of Rights Annual Report to
the Legislature.

This year, | give special acknowledgement to the Franchise Tax Board (FTB)

for implementing the recommendations in my previous Annual Reports to the
Legislature. The Accounts Receivable Management Division (ARM) evaluated and
reviewed the effectiveness of the lien program, including the impact of dollar amount
guidelines to file liens. As a result of this review, FTB increased the general guideline
amount for lien filing from $1,000 to $2,000 beginning July 2013. Also, the Criminal
Investigation Bureau made considerable improvements to achieve transparency

by creating an external webpage on FTB’s public website. This webpage contains
information about their program as well as its policy and procedure manuals.

In addition to implementing some of my recommendations, the department
completed its rollout of the 2012-2016 Strategic Plan, with Taxpayer Centric
Service as one of its primary goals. This goal commits FTB to understand the
needs of taxpayers and their representatives, and provide high-quality services
and information to help taxpayers fulfill their tax obligations. As Taxpayers’ Rights
Advocate, | continue to maintain constant interaction with the tax professional
community and taxpayers. Meeting with the tax professional community grants me
firsthand knowledge on issues, concerns, and challenges taxpayers face and the
impact legislation has on businesses in California and taxpayer compliance.

One way FTB improves taxpayer services and makes it easier to comply with the tax
laws is by offering more online options. The department’s Enterprise Data to Revenue
(EDR) Project is in its second year of modernizing FTB’s tax systems and business
processes. FTB currently images approximately 300,000 pieces of correspondence,
4 million personal income tax returns, nearly 1 million business entity returns, and
over 7 million checks annually. In the future, taxpayers and their representatives will
be able to securely access this correspondence and other important tax information
online using the enhanced MyFTB Account. We anticipate the enhanced MyFTB
Account will reduce taxpayer burden by providing greater convenience, more self-
service options, and also minimize phone calls or letters to the department.

My goal is to ensure taxpayers’ rights are protected. To meet that goal, FTB strives to
improve the communication and services it provides and identify areas where they
can improve operations and taxpayer services, which include systemic issues that
impact the department. Some emerging issues | am currently watching closely are:
e Filing Enforcement (FE) and final notices before involuntary collection action.
The department’s FE program identifies and contacts individuals and business
entities that appear to have a California filing requirement and have not filed. In
my 2012 report, | reported approximately $125 million in FE assessments were
associated to accounts with undeliverable addresses in accounts receivable. As
a result of my concerns, FTB determined as of June 2013, an estimated $2.5
billion of the total open and discharged accounts receivable balance consisted of
accounts with an undeliverable address, $1.5 billion of this balance is the result
of FE assessments. Approximately $166 million of the $2.5 billion are cases
that are available for levy. These cases include $135 million in FE assessments.
FTB sends notices to the taxpayer’s last known address as an integral part of
providing due process. The responsibility is therefore placed on the taxpayer to
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notify FTB of any change of address. However, FTB may not have had contact
with the taxpayer in several years or the taxpayer may never have filed a tax
return. FTB’s current processes are dependent upon the receipt and timely
processing of returned mail. This process is worrisome given my expressed
customer service concerns. The Internal Revenue Service (IRS) is required by
law to send taxpayers correspondence by certified mail to fulfill “Due Process
of Collection.” There is a delicate balance between revenue collection and
due process. FTB must be able to assist these taxpayers in a timelier manner,
and consider all efforts to reduce the possibility of unnecessary or erroneous
involuntary collection actions. This is especially true in situations where

FTB uses the last known address for collection of an FE assessment with an
undeliverable address.

| ask FTB to consider sending FE assessments by certified mail when there is no
response from our notices prior to initiating involuntary collection action.

e Protest and appeal rights for withholding assessments. The obligation to
act as a withholding agent has become very difficult due to the increasing
complexities surrounding how to determine California source income. Yet,
when an assessment is made using California source income determined by
an examination performed by our Withholding Service and Compliance Section
(WSCS), there are no protest and appeal rights available without first paying the
liability. To clearly explain that the statute does not provide protest and appeal
rights for these assessments, we should add language to the information WSCS
presently provides on FTB’s website, in publications, and on the correspondence
they use during their examinations. WSCS should further improve transparency
by developing and publishing their procedures manual on FTB’s website. | also
recommend the department pursue a legislative remedy to this issue.

In the following section, | discuss areas of concern and challenges that both
taxpayers and FTB face.

1. Auditor Retention

In recent years, | reported the Audit Division lost a significant number of auditors due
to reduced compensation and benefits packages provided in budget negotiations. |
am happy to report the number of auditors who left in Fiscal Year (FY) 2012/2013
dropped 40 percent from when | first reported this issue in FY 2008/2009. While
fewer auditors leave the department, the Audit Division needs to continue its training
assessment of current auditors to ensure they receive the training necessary to
develop into more experienced auditors. It is essential to retain and train qualified
staff to perform at the highest levels to ensure the department’s ability to meet the
standards as set forth in the Taxpayers’ Bill of Rights.

For the first time since FY 2008/2009, the percentage of audit staff with less than
five years experience dropped below 30 percent. In fact, this year, nearly 75 percent
of audit staff have been with the department for more than five years. By FTB’s
investment in training, these auditors will likely impact taxpayers more positively
and shorten the time it takes to complete an audit while improving the accuracy

of the outcome. The training needs assessment completed by the Audit Division
recommended a structured training development plan that focuses on common
areas for all staff, such as, research skills and include an individual training plan to
match each staff’s personal skill level. While the Audit Division offered training to staff
in a variety of technical as well as soft skill topics, | am still concerned there is not
adequate tracking by the Audit Division on how many auditors attend these classes.
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In addition, on-the-job training still continues to be a difficult area to measure and
formally track. As Taxpayers’ Rights Advocate, my concern is the Audit Division
appears to offer more training as part of the structured training development plan,
but it does not ensure all staff members receive additional technical training as part
of an individual plan. Training these auditors to perform at the highest level should
continue to be a priority and the department should consider requiring a minimum
number of individual training hours, similar to the continuing education requirements
tax practitioners must complete for many professional licenses. As the Audit Division
defines training and measures performance consistently, auditors will be more
prepared to face the challenges ahead of them.

2. Collections

The overall accounts receivable inventory increased from $8 billion to $8.5 billion

(6 percent) over the previous fiscal year. While FTB strives to reduce its accounts
receivable inventory, many taxpayers find it more difficult to pay their accounts in

full and timely due to various economic factors. Taxpayers who previously paid their
taxes as they became due now opt for installment agreements (FTB currently has
over 195,000 taxpayers in an installment agreement), or they enter into the collection
cycle. As a result, FTB continues to see high installment agreement receivables and
an increase in the length of the collection process.

Financial Institution Records Match (FIRM)

In March 2011, FTB was granted legal authority to conduct a record match
between financial institution customer records and FTB delinquent debtor records.
We use FIRM as an enforcement tool to collect delinquent taxes and nontax debts of
individuals and business entities. FIRM directly addresses the FTB data availability
business problem by making additional assets available for the FTB Collections
program (addresses the tax gap and FTB'’s Strategic Plan Effective Enforcement goal).

FIRM was implemented in April 2012, with the first FIRM levies sent in late June 2012.
As expected, we had an increase in collection contacts from the FIRM levies.

FIRM statistics as of June 2013:

e FIRM revenue FY 2012/2013: $111 million

e FIRM Order To Withhold (OTW) notices issued: Approximately 299,337
e Financial institutions enrolled in FIRM: 658

Filing Enforcements and Collection Cases

In last year’s report, | mentioned that a number of our FE notices do not reach the
taxpayer and FTB did not specifically track the number of FE notices returned due
to an undeliverable address. | also mentioned FTB issued approximately 25,000 FE
assessments with an estimated value of approximately $125 million that went final on
accounts with undeliverable addresses. | recommend FTB begin tracking the notice
volume sent to undeliverable addresses along with the associated dollar value that
resides in accounts receivable.

| am pleased to report the FE and Collections areas took some steps to correct the
issue of undeliverable addresses. FE placed a hold on issuing assessments without

a mailable address to allow time to search for a better address. FE sent bad address
cases to Lexis Nexis to obtain a better address. FTB also sent records with a bad
address to the Department of Motor Vehicles (DMV). DMV sent FTB a DMV record with
an address 47 percent of the time. FTB could then compare this address to our files
and update and use the address if appropriate.
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Personal Income Tax FE Collection Cases

In last year’s report, | mentioned that our Collections and FE areas continue to send
large volumes of natices. The information in the chart below depicts the number of new
personal income tax FE collection cases, and the dollar amounts associated during
each fiscal year listed. The chart shows a 78 percent increase over last fiscal year,
resulting from a fluctuation in the timing of the notices.

Personal Income Tax Filing Enforcement Data

Fiscal Year (FY) Volume Dollars
2009/2010 364,396 $1.3 billion
2010/2011 352,747 $1.2 billion
2011/2012 234,301 $850 million
2012/2013 418,346 $1.4 million

| also mentioned in last year’s report that the Taxpayers’ Bill of Rights does not
require FTB to send annual collection notices to accounts discharged from
accountability. The extended time between contacts from the department seems
problematic and burdensome for many taxpayers. | indicated my staff was working
with Collections to assess the issue and the impact to taxpayers. As a result, in FY
2012/2013, Collections extended the annual notice process to taxpayers with debts
currently discharged from accountability. The annual notice provided a breakdown of
the balance due with penalties and interest. In addition to the annual notice, 30 days
before any involuntary action occurs, FTB sends the taxpayer an additional balance
due notice requesting payment.

As | mentioned earlier, our accounts receivable increased 6 percent (8 billion to 8.5
billion), and FTB currently has over 195,000 taxpayers in an installment agreement,
which represents a 2 percent decrease from last fiscal year. In spite of the decrease of
installment agreements, taxpayers still find it difficult to pay their accounts in full.

3. Conformity

| once again raise concerns about the growing disparity between federal and
California tax laws in my report. Each year, | raise concerns about how the lack

of conformity to the Internal Revenue Code (IRC) increases the complexity for

the taxpayer, and how disparity leads to low taxpayer self-compliance and greater
costs to administer and enforce income tax laws. Our stakeholders often raise this
matter asking us to seek out support for conformity legislation, and this matter has
been a reoccurring issue at our Taxpayers’ Bill of Rights Hearing, where industry
representatives and individual taxpayers are afforded the opportunity to voice their
concerns. As | explained in my 2008 and 2012 reports, the Revenue and Taxation
Code (R&TC) is a system based on conformity. That is, we adopted a system where
the California personal income tax codes generally begin with the federal IRC through
adoption of various sections or chapters as of a specific date and then, if necessary,
make specified modifications. Senate Bill (SB) 401 (Ch. 14 of the Statutes of 2010),
The Conformity Act of 2010, was the last major piece of conformity legislation
enacted that brought California’s personal income tax law into conformity with most
of the provisions of federal law, but only those changes that were enacted as of
January 1, 2009. Since the enactment of SB 401, there have been nine bills enacted
that conform California to federal law. While | applaud your efforts with the enactment
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of subsequent conformity legislation, these nine additional bills only provide for
conformity to certain IRC sections. In the years since the enactment of SB 401,
Congress enacted numerous public laws that amended provisions of the IRC that
apply to California tax laws, resulting in California law being out of conformity with
more than 20 of the IRC sections modified since the enactment of SB 401.

The California tax system is based largely on self-assessment. FTB collects the

vast majority of taxes through voluntary compliance from taxpayers who file and

pay according to the law. Conformity, through the adoption of the most recent IRC,
reduces the administrative burden for both taxpayers and the state. Without major
ongoing conformity, complex tax laws continue to burden taxpayers and leads to
increased errors, penalties, and tax return preparation costs. To promote continual
improvement in our voluntary compliance system, FTB needs to ensure tax laws are
understandable through tax simplification. Tax simplification also helps to reduce
administrative costs by enabling California to rely on information exchanges with the
IRS. Without ongoing conformity, expensive compliance efforts are needed to ensure
taxpayers are in compliance with California law.

While FTB recognizes the efforts to bring the state into alignment with federal law, and
| commend your efforts, | reprise my call for tax simplification through conformity, and |
encourage you to continue efforts to pass a timely, full conformity bill.

The lack of conformity affects the ability to self-assess and increases:
e Complexity.

e Return preparation burden.

e Taxpayers’ cost.

e Taxpayer errors.

e Taxpayer penalties.

e State’'s administrative costs.

4. Late State/Federal Legislation

The passage of late legislation creates taxpayer burden and impairs the ability of
taxpayers to be self-compliant. Whether at the state or federal level, late legislation
creates a burden on taxpayers, tax professionals, the tax filing industry, FTB staff,
and businesses in California.

When legislation impacts taxpayers’ income tax filing and planning is passed late,
there is a negative effect on businesses in California. Business owners need to plan
for the future. Late legislation has both current and future implications on business
plans, the capital available to fund expansion, and the hiring of employees.
Business owners monitor tax law and act accordingly to improve their bottom lines.

For example, this year many homeowners who completed a short sale or
contemplated a short sale were unaware what the full financial consequences

of their decision would be, such as, whether or not they needed to pay state tax
on their debt cancellation. Taxpayers were left to decide whether to make tax
payments or to risk additional penalties if relief was not given because the fate of
the legislation to extend mortgage forgiveness debt relief through 2013 was not
known until mid-September.

Late legislation, whether at the state or federal level, leads to confusion and
taxpayer errors, creates significant compliance costs, causes frustration and
anxiety for taxpayers, decreases voluntary compliance, and increases difficulties for
FTB to administer tax laws.
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5. Tax Liens

As a result of my concerns related to the number of tax liens filed and the negative
impact on taxpayers, the Collections program embarked on a number of initiatives
to educate taxpayers on how to prevent and resolve a tax lien and the impacts a lien
can have on their credit report, ability to purchase a home, and ability to retain or
gain employment.

In January 2011, a team of technical collection experts identified options and
alternatives related to the lien threshold and formed the Lien Program Improvement
Team. This team’s purpose was to develop initiatives to mitigate the volume of

liens filed and address the concerns identified in my 2010 report and subsequent
reports. The initiatives undertaken by the team:

e Revised the Collections program’s Contact Center Interactive Voice Response
system to include educational information on liens.

e Revised the lien educational language on the FTB public website.

e Reviewed procedures to gain consistency across the department in how to utilize
the Filed in Error Release (FIE).

e Revised the Final Notice to include the impacts of a lien.

e Began to develop a pilot to issue a Notice of Intent to Record State Tax Lien.
FTB will mail this notice after the Final Notice and prior to the issuance of a
Notice of State Tax Lien. The language on the notice is very direct and informs
the taxpayer that FTB will file a tax lien if payment is not received within 30 days
of the notice date. The goal is to reduce the volume of liens filed by educating
taxpayers on the impacts of liens and provide information on how to resolve their
tax liability.

| want to take this opportunity to thank the Collections program for their efforts to

address my concerns regarding tax liens.

In addition, as | reported in last year’s lien article, FTB has seen a downward trend
in the number of liens filed over the last three fiscal years. | am pleased to report
that 22 percent fewer liens were filed during FY 2012/2013. However, | am still
concerned because as the chart below reflects, although FTB filed fewer liens, more
liens were released as FIE.

Analysis of Liens Filed in Error

Fiscal Year Liens Filed | % of Liens Liens % of Liens % of Liens
Filed | Released Liens Released Released

Increase/ Released | as Filed in| as Filed in

Decrease Error Error
2008/2009 267,745 33% 90,380 33% 17,036 6.4%
2009/2010 295,027 10% | 103,959 35% 19,406 6.6%
2010/2011 264,138 -10% | 112,280 42% 17,913 6.8%
2011/2012 240,550 9% | 143,645 59% 17,871 7.4%
2012/2013 187,945 -22% | 125,131 66% 22,401 12.0%
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6. Penalties

Penalties are an important and necessary part of voluntary tax compliance. However,
penalties can significantly increase the amount the taxpayer owes as well as create
personal liability for the tax professional or withholding agent. The public expressed
concerns that FTB creates and assesses penalties to act as revenue raisers for the
state. We have taken the following steps to address these issues:

e My staff created and maintains FTB 1024, Penalty Reference Chart, which
outlines all 69 penalties, the applicable R&TC sections, corresponding IRC
sections, reason, computation, and exemptions.

e Previously, | dedicated resources to take a statistical look at how often FTB
issued penalties during FY 2008/2009 through FY 2011/2012. We found the
most frequently assessed penalties were the mandatory delinquent filing penalty
for individuals, and the similar late-filing penalty for different types of business
entities that file tax returns late or provide incomplete information. Also, of
significance during this period, there were the two mandatory tax-shelter and
amnesty-related penalties.

Of the remaining penalties issued during this FY 2008/2009 through FY
2011/2012 time period, the accuracy-related penalty and failure-to-furnish
penalties were the most frequently issued nonmandatory penalties. FTB assessed
the accuracy-related penalty for substantial understatement of income tax and
negligence or disregard of rules or regulations. Before FTB assesses this penalty,
the auditor must analyze facts and circumstances of each proposed tax change.
This penalty can be waived if reasonable cause exists, among other exceptions.
The failure-to-furnish information penalty is used to discourage taxpayers from
disregarding formal legal demands to furnish information during audits. Once
FTB asseses a failure-to-furnish information penalty, it can only be waived by a
demonstration of reasonable cause and no willful neglect for the failure. However,
if FTB reduces the tax assessment, it will also reduce the failure-to-furnish
information penalty to coincide with the reduced tax liability.

e This year, we dedicated resources to perform a more comprehensive study of the
various nonmandatory penalties that FTB assesses with respect to audits, and
the basis for waivers. This study found that 23 percent of these penalties were
adjusted when additional information regarding the tax or penalty was provided to
the Hearing Officer. Twenty-five percent were waived for participation in tax shelter
initiatives. The most frequent reason for reductions in tax or penalty occurred
28 percent of the time when the Hearing Officer reached a different conclusion
than the auditor on the penalty or underlying tax. Many of the cases where the
underlying tax was revised or withdrawn involved highly complex issues, such as,
tax shelters, characterization of income as business/nonbusiness, or nexus.

This study also found that the accuracy of penalties being assessed has improved
since providing taxpayers information about potential penalties earlier in the
examination process, penalty training to auditors, collaborating opportunities with
subject matter experts and legal staff, and when taxpayers provide requested
information during the audit.

We established that the majority of penalty assessments are correct with respect
to FTB audits. These findings support that penalty assessment can be a useful
tool in educating taxpayers for future voluntary compliance. However, the fact

that the most frequent reason for reducing or waiving nonmandatory penalties
assessed during audits is due to the reduction of the underlying tax again
supports my concern about the high rate of revisions to the tax that occur after our
audit assessments are issued.
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7. Education & Outreach

| continue to see the need to educate, provide outreach to, and inform taxpayers
and tax professionals. This need is due to California and federal income tax laws
continuously changing, the passage of late legislation, the lack of federal and state
conformity, and the reductions in taxpayer services. Without education and outreach
efforts, taxpayers may not be properly informed of new law changes or the services
available to them.

FTB continues to participate in tax education seminars, including business seminars
sponsored by the Board of Equalization members and the State Controller’s Office.
My staff participated in over 103 presentations throughout California. In addition to
seminar presentations, my staff extends education and outreach efforts to get our
information to taxpayers by making continuous improvement to FTB’s website and
the use of other media methods including Tax News where we continue to add new
subscribers. FTB also utilizes YouTube to market programs like ReadyReturn and
CalFile and provides tax tips and news releases on issues related to critical filing
errors and available tax credits. FTB participates and conducts webinars on a variety
of topics and has a presence on Facebook and Twitter. | commend FTB’s continued
diligence to provide cost-effective information and customer service to taxpayers in
these very lean budget times.

In addition, FTB continues to use social media, Twitter, Facebook, and Tax News
Flashes to communicate late-breaking information. Tax News not only expanded
its products to include video articles, but it has done so in partnership with the
California Society of Enrolled Agents Educational Foundation.

| continue to encourage FTB to engage in creative ways to provide education and
outreach through the use of social media and collaboration with our stakeholders

to produce videos and webinars. Last year, | suggested we conduct surveys at our
outreach events to assess and evaluate the effectiveness of the information we
provide and identify the needs of our audiences. Due to resource constraints, we did
not implement the surveys, but we will consider it again this year.

8. Protests

Last year, | raised concern about the number of revisions to assessments that
occur once a business entity taxpayer elects to file a protest, which is the first level
of appeal after the examination is completed. The additional time and resources
required for the taxpayer to appeal an assessment can be considerable.

For FY 2012/2013, the amount of tax sustained for docketed business-entity protests
rose to 75 percent from the average sustained tax rate of 47 percent for the prior six
fiscal years, a 28 percentage points increase. The successful use of collaboration
between our Audit and Legal departments, including increased frequency of legal
staff consulting on audits, may have contributed to this increase. In addition, as
previously recommended, our Legal department has taken an active role in providing
training to our auditors.

Yet, | am still concerned about the additional time and resources required for the
taxpayer to appeal an assessment. In the last fiscal year, over 70 percent of business
entity docketed protests were revised. Thus, the need remains for us to continue to
follow this issue.
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9. Customer Service

In my 2012 report, | recommended that FTB begin to track the notice volume mailed
and our call centers’ level of access from an enterprise-wide perspective to better
manage our call centers’ resources with increased call volumes. My staff’s analysis
indicated a correlation between the notice volume and the level of access.

The department formed an Enterprise Notice Team tasked with reviewing noticing
from an enterprise-wide perspective with membership throughout the department.
Extensive data has been gathered, and it is in the process of being analyzed.
However, | must state in this year’s annual report the department has not made
sufficient progress. Considering the increased mailing of notices and decrease in
customer service, | believe the level of priority assigned to review this issue during
the last FY is problematic. While each business area analyzes their mailings, an
enterprise-wide perspective could benefit the department as a whole.

FTB continues to increase the volume of notices mailed without analyzing from an
enterprise-wide perspective the impact these mailings have on customer service. My
staff's analysis shows a direct impact on customer service. For example, the volume
of new personal income tax (PIT) FE collection cases increased 78 percent over last
fiscal year, which directly results in an increased number of notices being sent. Our
records show the PIT collection notices sent increased 15 percent. Overall, the total
volume of PIT and BE collection notices (including levies and other legal actions)
increased 6 percent this last year. During this same period in the Filing Division, the
level of access on the customer service phone lines decreased 15.4 percent over last
fiscal year. However, this significant decrease is not reflective of all areas.

In addition, the department typically has a backlog of correspondence. The
department’s collection cycle generally results in involuntary collection actions
initiated 135 days after mailing the Statement of Tax Due Notice. My concern is when
there are delays in processing correspondence a taxpayer can respond to a notice
the day after receiving it, provide the information to cancel the notice, and they are
still subject to an erroneous involuntary collection action before the correspondence
unit processes and reviews the information.

The department considers customer service to be a high priority and FTB’s mission
statement identifies customer service as one of FTB’s core values. Unfortunately,
FTB has limited resources to respond to taxpayers’ customer service needs, and |
would like to recognize FTB'’s efforts to provide the most efficient service possible
given these circumstances. To fulfill our mission statement, we must do all that we
can to assess the impact of increased mailings on our call centers, correspondence
processing, and self-service options. Technology gives us the ability to locate

and identify more potential taxpayers out of compliance. We need to assist these
taxpayers trying to come into compliance in a timelier manner to reduce the
possibility of unnecessary and often erroneous involuntary collection actions, such
as, bank levies, wage garnishment, and the filing of liens.

Once again, | recommend the department look for ways to improve cus