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October 10, 2011

Susan Maples
Submitted by Email:
Tax Practitioner Liaison
Susan.Maples@ftb.ca.gov
Franchise Tax Board

P.O. Box 1468

Sacramento, CA 95812-1468

Re: FTB Proposal to Require Property Tax Information on Schedule CA

Dear Ms. Maples,

This letter is in response to FTB’s proposal to require property tax information on Schedule CA. The California Society of Enrolled Agents (CSEA) vigorously supports effective tax administration and efforts to clarify tax preparation issues and compliance.  Accordingly, we see significant flaws in the current implementation of FTB’s proposal, which could negatively impact the effective tax administration we both value.

While the proposal is potentially helpful for taxpayers and tax return preparers, it would require:  a) clear and easily understood delineation between the deductible and non-deductible portions of a property tax bill, and b) broad-based communication of this delineation to taxpayers, tax return preparers and county assessor offices. Neither of these points appears to be in place currently.

CSEA sees significant confusion regarding the deductibility of “Mello-Roos” and other assessments as evidenced by the attached IRS Office of Chief Counsel Memorandum dated November 24, 2003. One conclusion drawn from the memo is that “Mello-Roos” and other California assessments may be deductible as real property taxes, even though they are not imposed upon an “ad valorem” basis. However, a second conclusion can be interpreted to contradict the first. It is no wonder tax professionals have diverse opinions on this issue and that these differences are unlikely to be resolved without clarifying guidance from the IRS.

The likelihood of a tremendous burden befalling the county assessor offices, already working with very limited resources, is too great a risk to take. Given the apparent confusion surrounding the issue, taxpayer questions directed to county offices could easily stretch staffs beyond their capacities to respond. In addition, responses may vary from county to county, creating more confusion.

Please also refer to the attached May 2009 GAO Report to the Joint Committee on Taxation, which clearly demonstrates that this issue has been a challenging one for several years.
CSEA strongly urges the FTB to delay implementation of this program until its consequences (intended or unintended) are fully analyzed. We understand the need for legitimate revenue-raisers during these difficult economic times, but premature implementation of a program can do far greater harm than good in achieving its goals.  We offer the resources of CSEA and its Members to assist the FTB in its efforts to launch well-vetted and mutually beneficial programs.

Please do not hesitate to contact me at (916) 366-6646 or svanyi@csea.org if you wish to discuss this matter further.

Sincerely,
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Scarlett D. Vanyi, CAE
Executive Vice President
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