SECTION 1.  39-22-652(6), Colorado Revised Statues, is amended to read:

(6) "material advisor" shall have the same meaning as set forth in section 6111 of the internal revenue code and the federal regulations promulgated under that section.

SECTION 2.  39-22-652(7), Colorado Revised Statues, is amended to read:

(7) "REPORTABLE TRANSACTION" MEANS ANY TRANSACTION OR ARRANGEMENT THAT IS THE SAME AS ANY TRANSACTION OR ARRANGEMENT DESCRIBED IN 26 CFR 1.6011-4 (b) (2) TO (b) (6) SECTION 6707A(c)(1) OF THE INTERNAL REVENUE CODE BUT SHALL NOT INCLUDE ANY TRANSACTIONS SPECIFICALLY EXCLUDED BY THE INTERNAL REVENUE SERVICE.

SECTION 3.  Paragraph (8) is added to 39-22-652, Colorado Revised Statues, to read:

(8) "participates" has the meaning described in 26 CFR 1.6011-4(c)(3).

SECTION 4.  39-22-656(2), Colorado Revised Statues, is amended to read:

(2) If a material advisor is required to file an income A tax return disclosing a reportable transaction under section 6111 of the internal revenue code, the material advisor shall provide the department with a copy of the income tax return.
SECTION 5.  Paragraph (3) is added to 39-22-656, Colorado Revised Statutes, to read: 

(3) The Department may prescribe regulations which provide:

(a) That only 1 person shall be required to meet the requirements of this section in cases in which 2 or more persons would otherwise be required to meet such requirements; and

(b) Exemptions from the requirements of this section.

SECTION 6.  Subpart 2 of part 6 of article 22 of title 39, Colorado Revised Statues, is amended BY THE ADDITION OF 39-22-660 AND 39-22-661 to read:

39-22-660.
Exceptions to Penalties Imposed by This Subpart. (1) Any penalty imposed by this subpart shall be reduced from the maximum amount specified in this subpart if it is shown that there was a reasonable cause for the failure for which such penalty could be imposed and that the taxpayer or material advisor upon whom such penalty could be imposed acted in good faith.
(2) The Department may rescind all or any portion of any penalty imposed by this subpart if rescinding the penalty would promote compliance with the requirements of this title and effective tax administration.
39-22-661.
Scope.  The provisions of this subpart shall apply to:

(1) any person organized in this state;

(2) any person doing business in this state;

(3) any person deriving income in this state;

(4) any partnership or S corporation if tax is paid (or would be paid in the absence of the reportable or listed transaction) to this state by any person who is allocated income from such partnership or S corporation; or

(5) any material advisor who would be required to disclose a reportable or listed transaction or would be required to maintain a list with respect to any person described in section 39-22-661(1), (2), (3) or (4).
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