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A BILL FOR AN ACT
CONCERNING A REQUIREMENT THAT A PROFESSIONAL TAX PREPARER
PROVIDE CERTAINDISCLOSURESTOA CLIENT WHEN PREPARING
TAX DOCUMENTSFOR THE CLIENT.

Bill Summary

(Note: This summary applies to this bill asintroduced and does
not reflect any amendments that may be subsequently adopted. If thishill
passes third reading in the house of introduction, a bill summary that
applies to the reengrossed version of this bill will be available at
http: //www.leg.state.co.us/billsummaries.)

The bill requires a person who prepares, for afee, an income tax
return or a claim for a refund on an income tax return for a taxpayer
(professional tax preparer) to make certain disclosures to the taxpayer
concerningtheprofessional tax preparer'squalifications, fees, year-round
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Capital |ettersindicate new material to be added to existing statute.
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contact information, willingness to represent the taxpayer in a
government audit, and obligation to sign the tax documents prepared.

Section 1 of the bill makes a professional tax preparer'sfailureto
provide a taxpayer with the requisite disclosures a deceptive trade
practice, and section 2 provides the penalty scheme for the deceptive
trade practice.

Section 3 requires the department of revenue to provide a
disclosure form available on its web site and requires every professional
tax preparer to provide a copy of either the department's disclosure form
or a substantially similar disclosure form to each taxpayer before
commencing work on preparing the taxpayer'sincometax return or clam
for refund on an income tax return.

Section 4 of the bill criminalizes the act of providing fraudul ent
informationinaprofessional tax preparer'sdisclosureformand makesthe
crime a class 2 misdemeanor.

Be it enacted by the General Assembly of the State of Colorado:

SECTION 1. InColorado Revised Statutes, 6-1-105, add (1) (fff)
asfollows:

6-1-105. Deceptivetrade practices. (1) A person engagesin a
deceptive trade practice when, in the course of the person's business,
vocation, or occupation, the person:

(fff) VIOLATESPART 12 OF THISARTICLE.

SECTION 2. In Colorado Revised Statutes, 6-1-112, amend (1)
(c); and add (1) (e) asfollows:

6-1-112. Civil penalties. (1) The attorney general or a district
attorney may bring a civil action on behalf of the state to seek the
imposition of civil penalties asfollows:

(c) Any A person who violates or causes another to violate any
provisterrof thisarticle, wheresdeh THE viol ation was committed against
an elderly person, shall forfeit and pay to the general fund of the state a
civil penalty of not more than ten thousand dollars for each sueh

violation; EXCEPT THAT, WHERE THE PERSON COMMITS A VIOLATION OF
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SECTION 6-1-1203 AGAINST AN ELDERLY PERSON, THE PERSON SHALL
FORFEIT AND PAY TO THE GENERAL FUND OF THE STATE A CIVIL PENALTY
OF NOT MORE THAN ONE HUNDRED DOLLARS FOR EACH VIOLATION. For
purposes of this paragraph (c), aviolation of ary-provisorof thisarticle
shaH-constittte CONSTITUTES a separate violation with respect to each
elderly person involved.

(e) A TAX PREPARER, ASDEFINED IN SECTION 6-1-1202, WHOFAILS
TO DISCLOSE ALL OR PART OF THE INFORMATION REQUIRED TO BE
DISCLOSED UNDER SECTION 6-1-1203 SHALL FORFEIT AND PAY TO THE
GENERAL FUND OF THE STATE A CIVIL PENALTY OF NOT MORE THAN FIFTY
DOLLARS FOR EACH CLIENT, ASDEFINED IN SECTION 6-1-1202, TO WHOM
THE TAX PREPARER FAILED TO DISCLOSE THE REQUISITE INFORMATION;
EXCEPT THAT THE MAXIMUM CIVIL PENALTY MUST NOT EXCEED
TWENTY-FIVE THOUSAND DOLLARS.

SECTION 3. In Colorado Revised Statutes, add part 12 to article
1 of title 6 asfollows:

PART 12
COLORADO TAXPAYER PROTECTION ACT

6-1-1201. Short title. THISPART 12 SHALL BE KNOWN AND MAY
BE CITED AS THE "COLORADO TAXPAYER PROTECTION ACT".

6-1-1202. Definitions. AS USED IN THIS PART 12, UNLESS THE
CONTEXT OTHERWISE REQUIRES.:

(1) "CLIENT" MEANS A TAXPAYER WHO PAYS A FEE TO A TAX
PREPARER TO PREPARE OR SUBMIT THE TAXPAYER'SINCOME TAX RETURN
OR CLAIM FOR A REFUND ON AN INCOME TAX RETURN.

(2) "INCOME TAX RETURN" MEANS A RETURN FILED UNDER

SECTION 39-22-601, C.R.S., OR A RETURN FILED UNDER SECTION 6012 OF
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THE FEDERAL INTERNAL REVENUE CODE.

(3 (@) "TAX PREPARER" MEANS A PERSON WHO, FOR A FEE,
PREPARES ALL OR SUBSTANTIALLY ALL OF AN INCOME TAX RETURN OR A
CLAIM FOR REFUND ON AN INCOME TAX RETURN.

(b) "TAX PREPARER" DOESNOT INCLUDE:

(I) A CERTIFIED PUBLIC ACCOUNTANT, CERTIFIED BY AND IN GOOD
STANDING WITH THE STATE BOARD OF ACCOUNTANCY UNDER SECTION

12-2-108, C.R.S.: A CERTIFIED PUBLICACCOUNTANT SIMILARLY CERTIFIED

AND IN GOOD STANDING IN ANOTHER STATE; A PERSON WORKING UNDER

THE SUPERVISION OF SUCH A CERTIFIED PUBLIC ACCOUNTANT, OR, WITH

RESPECT TO TAX PREPARATION SERVICES PROVIDED BY A CERTIFIED

PUBLIC ACCOUNTING FIRM THAT IS REGISTERED OR AUTHORIZED TO

PROVIDE CERTIFIED PUBLIC ACCOUNTING SERVICES IN THIS STATE, AN

OWNER OR EMPLOYEE OF THE CERTIFIED PUBLIC ACCOUNTING FIRM,

(I1) ANATTORNEY-AT-LAW, LICENSED BY AND IN GOOD STANDING
WITH THE COLORADO SUPREME COURT UNDER SECTION 12-5-101, C.R.S,,
OR SIMILARLY LICENSED AND IN GOOD STANDING IN ANOTHER STATE;

(I11) AN ENROLLED AGENT, WHO ISAUTHORIZED BY AND IN GOOD
STANDING WITH THE UNITED STATES DEPARTMENT OF TREASURY UNDER
31 CFR, secs. 10.5 AND 10.6; OR

(IV) ANINDIVIDUAL EMPLOYED BY A LOCAL, STATE, OR FEDERAL
GOVERNMENT AGENCY, BUT ONLY WHILE IN THE PERFORMANCE OF HISOR
HER OFFICIAL DUTIES.

6-1-1203. Tax preparer disclosure requirements. (1) A TAX
PREPARER SHALL PROVIDE EACH CLIENT WITH A COPY OF THE DISCLOSURE
FORM CREATED BY THE DEPARTMENT OF REVENUE, AS REQUIRED IN

SUBSECTION (2) OF THIS SECTION, OR A SUBSTANTIALLY SIMILAR
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DISCLOSURE FORM.

(2) THE DEPARTMENT OF REVENUE SHALL PROVIDE ON ITS WEB
SITE A DISCLOSURE FORM THAT CONTAINS:

(8) THE FOLLOWING DISCLOSURE STATEMENTS:

(I) THAT A CLIENT ISENTITLED TO KNOW HOW THE TAX PREPARER
CALCULATES HIS OR HER FEES AND CHARGES AND THAT THE TAX
PREPARER SHALL PROVIDE A RECEIPT STATING THE CHARGES FOR EACH
TAX RETURN OR CLAIM FOR REFUND;

(I1) THAT A TAX PREPARER OR TAX PREPARATION COMPANY IS
REQUIRED TO PROVIDE THE CLIENT WITH INFORMATION ON HOW THE
CLIENTMAY CONTACT THE TAX PREPARERORTAX PREPARATION COMPANY
THROUGHOUT THE YEAR,;

(I11) THAT A CLIENT IS ENTITLED TO KNOW WHETHER A TAX
PREPARER IS QUALIFIED TO REPRESENT THE CLIENT AT A GOVERNMENT
AUDIT, AND THAT, IF THE TAX PREPARER IS WILLING TO REPRESENT A
CLIENT AT A GOVERNMENT AUDIT, THE TAX PREPARER SHALL DISCLOSEHIS
OR HER FEE FOR REPRESENTATION; AND

(IV) THAT A CLIENT ISENTITLED TO HAVE A TAX PREPARER SIGN
EVERY INCOME TAX RETURN THAT THE TAX PREPARER PREPARES ON THE
CLIENT'SBEHALF. IFTHEINCOME TAX RETURN ISFILED ELECTRONICALLY,
THE TAX PREPARER SHALL PROVIDE AN ELECTRONIC SIGNATURE.

(b) A PLACE FOR THE TAX PREPARER TO PROVIDE INFORMATION
ABOUT THE TAX PREPARER'SBACK GROUND, QUALIFICATIONS, EDUCATION,
AND EXPERIENCE. THE TAX PREPARER SHALL, UPON REQUEST, PRODUCE
DOCUMENTATION VERIFYING HIS OR HER QUALIFICATIONS.

(C) SIGNATURELINESFORBOTH THE TAX PREPARERAND CLIENT TO

SIGN AND DATE THE DISCLOSURE FORM,
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(d) A PLACE FOR THE TAX PREPARER TO PROVIDE HIS OR HER
PREPARER TAX IDENTIFICATION NUMBER, REQUIRED FOR ALL PAID
FEDERAL TAX RETURN PREPARERS BY THE FEDERAL INTERNAL REVENUE
SERVICE UNDER SECTION 6695 (C) OF THE FEDERAL "INTERNAL REVENUE
CODE OF 1986", ASAMENDED; AND

() THE DEPARTMENT OF REVENUE'S WEB SITE ADDRESS AND A
STATEMENT INDICATING THAT THE CLIENT MIGHT FIND HELPFUL
INFORMATION CONCERNING TAXES ON THE WEB SITE.

(3) BEFORE COMMENCING WITH THE PREPARATION OF A CLIENT'S
INCOME TAX RETURN OR CLAIM FOR REFUND ON AN INCOME TAX RETURN,
A TAX PREPARER MUST:

(8) PROVIDE THE CLIENT WITH A COPY OF THE DISCLOSURE FORM
CREATED BY THE DEPARTMENT OF REVENUE, ASREQUIRED IN SUBSECTION
(2) OF THIS SECTION, OR A SUBSTANTIALLY SIMILAR DISCLOSURE FORM;
AND

(b) OBTAIN A SIGNED AND DATED COPY OF THE DISCLOSURE FORM
THAT CONTAINS THE CLIENT'S SIGNATURE.

SECTION 4. In Colorado Revised Statutes, add 18-5-310 as
follows:

18-5-310. Fraudulent information in tax preparer disclosure
form. (1) A TAX PREPARER, ASDEFINED IN SECTION 6-1-1202(3), C.R.S,,
COMMITS A CLASS 2 MISDEMEANOR IF HE OR SHE PROVIDES A CLIENT, AS
DEFINED IN SECTION 6-1-1202 (1), C.R.S, WITH FRAUDULENT
INFORMATION IN THE TAX PREPARER DISCLOSURE FORM THAT THE TAX
PREPARER ISREQUIRED TOPROVIDE THE CLIENT UNDER SECTION 6-1-1203,
CRS.

(2) THE TAX PREPARER COMMITSA SEPARATE OFFENSE FOR EACH

-6-

1285



© 00 N O o~ W N PP

N NN P B R R R R R R R
N B O © © N o o M W N PP O

FRAUDULENT STATEMENT INCLUDED IN A DISCLOSURE FORM AND FOR
EACH CLIENT TOWHOM THE TAX PREPARER PROVIDED A DISCLOSURE FORM
CONTAINING FRAUDULENT INFORMATION.

SECTION 5. Potential appropriation. Pursuant to section
2-2-703, Colorado Revised Statutes, any bill that resultsin anet increase
in periodsof imprisonment inthestate correctional facilitiesmust include
an appropriation of moneys that is sufficient to cover any increased
capital construction and operational costsfor thefirst fivefiscal yearsin
which there is afiscal impact. Because this act may increase periods of
imprisonment, this act may require afive-year appropriation.

SECTION 6. Act subject to petition - effective date -
applicability. (1) Thisact takeseffect at 12:01 am. ontheday following
the expiration of the ninety-day period after final adjournment of the
general assembly (August 6, 2014, if adjournment sine dieison May 7,
2014); except that, if areferendum petition isfiled pursuant to section 1
(3) of articleV of the state constitution against thisact or anitem, section,
or part of this act within such period, then the act, item, section, or part
will not take effect unless approved by the people at the general election
to be held in November 2014 and, in such case, will take effect on the
date of the official declaration of the vote thereon by the governor.

(2) This act applies to offenses committed on or after the

applicable effective date of this act.
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