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CO:\D1L7NlCATIO:\ 

TO THE CITY COU~Kit 

I DAT-f· 

FROM_ THE CITY MANAGER'S OFFICE 

SUBJECT: 
Ma~cb 24, 1987. 

Revie<." of AB 229 (leonard) hnich Bill Redefines "retailer engaged in business 
in this state" to Include Out of State Retailers Who Are Advertising or Soliciting 
by 1-".ail or Electronic Mejia to Consumers located in t.~e State of 
California. 

PREPARED BY: City Attorney 

BACK~ Thlf'ORMATION: A number of rronths. agb, concern was stated by 
this City Council regarding the loss or .1-e-" ':age 
of sales tax due to cable television hOQe 

shopping chan_r1els, as well as other mail order advertisinq reing maiiro 
to this State. At that tine, you asked the City Manager to detennine 
whether there was any legislation being consideree reg2rding this 
particular area of concern. 

Subsequent to that Council rreeting, Assanblyman PlUl Isenberg's office 
was contacted, and it wa.s determined that Asse.·~H.f B·L Ll 229 had been 
introduced, and that the bill will be amended to include in the 
definition of "retailer engaged in business in this state", those who are 
engaged in mail-order sales or those who utilize electronic xredia to 
solicit orders for tangible personal property. Once this bill g6es into 
effect it would require the retailer to collect from the purchaser, the 
sales tax that the State would set, and refund that anot:nt to the State. 
The rronies then collected in the State fund would then be distributed the 
city in proportion to each city's share of the total sales tax revenue. 

The bill is presently in the Assanbly Revenue and T~tion Camtittee and 
scheduled to be heard on April 20, 1987. It has been reccmrended by the 
League of california Cities that the cities send a letter in suptx>rt of 
AB 229 to the various nenbers of the Assembly Cc:ilm.ittee. 

RMS:vc 

cccab229 

Ronald M. Stein 
City Attorney 
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Substantive 

A~Eb~~E~TS TO ASSEr.ELY EllL NO~ ;~9 

.~mendroent 1 

On page 2, line E, strike out •mail c~der" 

strike out line 9, and insert: 

87054 15: 1:) 

P.~GE NO. 1 

£etailers locate~ cut of this slate ~ho engage in mail 

crd2r salEs or utilize electrcni~ ~edia ccllect tax t~om 

Amendment 2 

On page 3,. .strike out lines 19 to ~1.1, inclusive, 

and io!:ert: 

(d) Any retailer who, pu~suant to a contract 

with a b~oadcaster or fUblisher lccated in thi!: state, 

~elicits o~ders to£ tangible rersonal rroperty by means of 

ad~ertising which is disseminated primarily tc consu~ers 

locdtEd in this state and only seccndarily tc tordering 

juri.sdictions. 

Allendment 3 

On pa~e 3, tetween lines 38 and 39, insert: 

(h) Any retailer who, pursuar.t to a contract 

with a catle television operator located in this state, 

solicits crders for tangible ferscnal rrorert} by ~eans of 

advertising which is t~ansmitted or distritutEd over a 

catle television syste~ in thi~ ~tate. 

Amendment 4 

on paqe 4, line 39, strike out "lhe" and insert: 

lll€SE 
- 0 -



ASSEiv!BLY HIL_L No. 229 

Introduced by Assembly Member Leanard 

January 12, 1987 

An act to amend Sections 6203, 6471, 6472, 6474, and 6477 of 
the Revenue and Taxa~<:>n Code, relali."lg to taxation. 

LEGI~U. TIVE COUN::.EL'S DIGEST 

AB 229, as inb·oduced, Leons.r:i. Sales and use taxation. 
(1) Existing Sales and Use Tax Law requires every retailer 

engaged in 'msiness in this state who makes sales of tangible 
personal pr . .>perty for storage, use, or other consumption in 
this state for which ··se tax is owed lo collect the use tax from 
the purcha."er, as specified, and to give to the purchaser a 
receipt therefor. The phrase .. retailtr engaged in business in 
this state .. is defined, for purpoSP) of this duty of use tax 
collection, to include specified retai!ers. 

This bill would expand the definition of a "retailer engaged 
in business in this state" thereby making additional retailers 
subject to the duty of use tax collection. 

(2) Under the Sales and Use Tax Law, returns generally 
must be filed and the tax paid quarterly, on or before the last 
day of the month following the quarterly period. However. if 
the State Board of Equalization determines that the 
taxpayer's taxable transactions average $17,000 or more per 
month, monthly prepayments of tax must be made in a 

r;._ A prescribed manner. 
10 

'"fl' This bill would instead make the prepayment of tax 
applicable to any person whose estimated measure of tax 
liability averages $50,000 or more per month. These 
prepayment provisions would become operative as specified 
only after the Department of Finance certifies· to the 
Legislature and the Executive Secretary of the State Board of 
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:\H 229 

r·:n;;d;zation th:lt the pto\.·isiOPS described in (l) G.bcvc are 

/·~"!:''; h 1 nfn:('f'2 hle under t-he Lnited States Constitution. 
,_, .. -- .. - - . -

\'c·~e: majority. Appropriation: no. Fiscal committee: yes. 

Stat, -mandated local program: no. 

The people of the s~atc of California do enact as follorvs: 

SECfiON 1. The Legislature finds and declares that 

2 California retailers are subject to unfair competition and 

,~ are at a competitive di.:>advantage because interstate mail 

4 ord"'-r retailers arc not presently required to collect use 

:.; tax ~rom their California customers. The Legislature 

o further finds and declares that fair and equitable 

7 administration of the Sales and Use Tax Law and effective 

8 collection of existing tax liability requires that mail order 

9 retailers located outside this stale collect ta..x from 

10 California consumers. 
ll SEC 2. The Legislature also finds and declares that 

12 the prepayment thr~~shold for the collection of tax under 

13 the Sales and Use Tax law has not been increased since 

14 1966, thereby causing a hardship to California's small 

15 businesses, and that the threshold for this tax prepayment 

16 should be adjuster\ to reflect the increase in the 

17 Consumer Price Index since 1966. 

18 SEC. 3. Section 620.3 of the Revenue and Taxation 

19 Code is amended to read: 
20 6203. Except as provided by Sections 6292 and 6293, 

? l every retailer engaged in business in this state and 

:::..2 making sales o1 tangible personal property for storage, 

23 usc, or other consumption in this state, not exempted 

24 under Chapter 3.5 (commencing with Section 6271) or 

25 Chapter 4 (commencing with Section 6351), shall, at the 

26 time of making the sales or, if the storage, use, or other 

27 consumption of the tangible personal property is not then 

28 taxable hereunder, at the time the storage, use, or other 

29 consumption becomes taxable, collect the tax from the 

30 purchaser and give to the purchaser a receipt therefor in 

31 the manner and form prescribed by the board. 

32 As respects leases constituting sales of tangible personal 

33 property, the tax shall be collected from the lessee at the 
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l time a.tn0uncs are paid by the lessee under the lease. 
2 "Retailer engaged in business in this state .. as u:,ed in 
3 this and the preceding section means and includes any of 
4 the following: 
5 (a) Any retailer maintaining, occupying, or using, 
6 pem1anently or temporarily, dire~tly or indirectlv, or 
7 through a subsidiary, or agent, by whatever name called, 
8 an office, place of distribution, sales or sample room or 
9 pbce, warehouse or storage place, or other place of 

10 business. 
11 (b) Any retail:.r having any representative, ageflt, 
12 salesman, canvasser, or solicitor operating in this state 
13 under the authority of the retailer or its subsidiary for the 
14 purpose of selling, delivering, or the taking of orders for 
15 any tangible personal property. 
16 (c) A .. s respects a lease, any retailer deriving rentals 
17 from a lease of tangible perscnal property situated in this 
18 state. 
19 (d) Any retailer soliciting orders for tangible personal 
20 property by means of advertising which is broadc .. qst 
21 from, printed at, or distributed from, a location in this 
22 state if the advertising is intended to be disseminated to 
23 consumers located in this state and is only secondarily 
24 disseminated to bordering jurisdictions. 
25 (e) Any retailer soliciting orders for tangihle personal 
26 property by mail if the ~olicit:ltions are subst;.wti<Jl and 
27 recurring and if the retailer benefits from any banking, 
28 financing, debt collech"on, t-elecommunication, or 
29 marketing activities occurring in this state or be11efits 
30 from the loc.1tion in this state of authorized installation, 
31 servicing, or repair facilitieJ·. 
32 (f) A.ny retailer owned or controlled by the same 
33 interests which own or control a11y retailer engaged in 
34 business in the same or a similar line of busi11ess in this 
35 state. 
36 (g) Any retailer having a franchisee or licensee 
37 operating under its trade name if the franchisee or 
38 licensee is required to collect the tax under this section. 
39 SEC. 4. Section 6471 of the Revenue and Taxation 
40 Code is amended to read: 
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1 6471. (a) l!pon written r:otification by the board, any 2 person \\·hose estimated measure of tax: liability under 3 this part a-,;erages se·.·cfite0ft /ift_v thousand dollars 4 -(Sl7,000l ($50,(J()()) or more per month. :::s determined by 5 the board, shall, \\.ithout regard to the measure of tax in b any one wonth make prepayments as prescribed in this 7 section. 
8 ( l) In the first, third, and fourth calendar quarters, the 9 per::;on shall prepay nol less than 90 percent of the 10 amount of state and local tax liability for each of the first 11 t\vo monthly periods of each quarterly p<:>riod. 12 (2) In the second calendar quarter, the person shall 13 prepay a first prepayment of 95 percent of the amount of 14 state and local tax liability for the first monthly period of 15 each quarterly period and a second prepayment of either 16 of the following: 

17 (A) r\inety-five percent of the amount of state and 18 local tax liability for the second monthly period of the 19 quarterly period, plus 95 pe:-cent of the amount of state 20 <md local tax liability for the first 15 days of the third 21 monthly period of the quarterly pe:iod. 
22 (B) Ninety-five percent of the amount of state ::md 23 Jccal tax liability for the second monthly period of the 24 quarterly period, plus 50 percent of 95 percent of the 25 amount of the liability for the second monthly period of 26 the qu:.lrterly period. 
27 (b) Persons engaged in their present business during 28 all of the corresponding quarterly period of the 29 preceding year, or persons who are successors to a 30 business which was in operation during all of that 31 quarterly period, may satisfy the above monthly 32 prepayment requirements for the first, third, and fourth 33 calendar quarters by payment of an amount equal to 34 one-third of the measure of tax liability reported on the 35 return or returns filed for that quarterly period of the 36 preceding year multiplied by the state and local tax rate 37 in effect during the month for which the prepayment is 38 made. 

39 The persons may satisfy their prepayment 40 requirements for the second calendar quarter by making 
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1 a first prepayment of an amount equal to one-third of the 
2 measure of tax liability reported, and a second 
3 prepa: ··nent of an amount equal to one-half of the 
4 measure of tax liability reported, on the return or returns 
5 filed for that quarterly period of the preceding year 
o multiplied by the state and local tax rate in effect during 
7 the month for which the prepayment is made. 
8 Prepayments shall be made during the quarterly 
9 periods designated by the board and during each 

10 succeedin~ quarterly pc nods until further notified in 
11 writing by the board. 
12 SEC. 5. Section 6472 of the Revenue and Taxation 
13 Code is amended to read: 
14 6472. For purposes of Section 6-\7U5 6471, 
15 prepayment shall be accompanied by a report of the 
16 amount of the prepayment in a f,-~:m prescribed by the 
17 board and shall be made to the board as follows: 
18 (a) In the first, third, and fourth calendar quarters, on 
19 or before the 24th day next follo\\-ing the end of each of 
20 the first two monthly periods of each quarterly period. 
21 (b) In the second calendar quarter as follows: 
22 (l) The first prepayment on or before the 24th day 
23 next follo\\-ing the end of the first monthly period of each 
24 c.:uarterly period. 
25 (2) The second prepayment en or before the 23rd day 
26 of the third monthly period of each quarterly period for 
27 the second monthly period and the first 15 days of the 
28 third monthly period of each quarterly period. 
29 SEC. 6. Section 6474 of the Revenue and Taxation 
30 Code is amended to read: 
31 6474. In determining whether a person's estimated 
32 measure of tax liability averages se~e~t-eeft fifty thousand 
33 dollars i$17.090) ($50,000) or more per month for 
34 purposes of Section 6'171.6 6471. the board may concrider 
35 tax returns filerl pursuant to this part as well as any 
36 information in the board·s possession or which may come 
37 into its possession. 
38 SEC. 7. Section 6477 of the Revenue and Taxation 
39 Code is amended to read: 
40 6477. Any person required to make a prepayment 
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l pursuant to Section 6471 M ~eft Wl.e who fails to !f!i.~ 

2 make a prepayment before the last day of the monthly 

3 period follo~ing the quarterly period h1 which the 

4 prepayment became due and who files a timely return 

5 and payr.oent for the quarterly period in which the 

6 prepay~ent became due shall also pay a penalty of 6 

7 percent of the amount equal to 90 percent or 95 percent 

J of the tax liability, as prescribed ift ~~by that 

9 section, for each of the periods during that quarterly 

10 period for which a required prepayment was not made. 

11 SEC. 8. Sections 4 to 7, inclusive, of this act shrll 

12 become operative only if the Department of Finance 

J 3 certifies to the Legislature and to the Executive 

14 Secreta::-y of the State Board of Equalization that 

15 subdivisions (d), (e), (f). and (g) of Section 6203 of the 

16 Revenue and Taxation Code, as added by this act, are 

17 legally enforceable under the United States Constitution, 

18 in which case those sections of this act shall become 

19 operative on the first day of the second calendar quarter 

20 commencing after the date of that certification. 

0 



CALlFOR~lA LEGISLA.TI -!987--88 l\EGUUJl SESS!Ol\ 

ASSEMBLY BILL No. 229 

Introduced by Assembly Member Leonard 

january 12, 1987 

An act to amend Sections 6203, 6471,6472,6474, and 6477 of 
the Revenue and Taxation Code, rdating to taxation. 

LEGISU.TIVE COUNSFL"S DIGEST 

A B 229, as introduced, Leonard. Sales and use taxation. 
(1) Existing Sales and Use Tax Law requires every retailer 

engaged in business in this state who makes sales of tangible 
personal property for storage, use, or other consumption in 
this state for which u:.-e tax is owed to collect the use tax from 
the purchaser, as specified, and to give to the purchaser a 
receipt therefor. The phra.!>e ''retailer engaged in business in 
this state" is defined, for purposes of this duty of use tax 
collection, to include specified retailers. 

This bill would expand the definition of a .. retailer engaged 
in business in this state" thereby making additional retailers 
subject to the duty of use tax collection. 

(2) Under the Sales and Use Tax Law, returns generally 
must be filed and the tax paid quarterly, on or before the last 
day of the month following the quarterly period. However, !J 
the State Board of Equalization determines that the 
taxpayer's taxable transactions average $17,000 or more per 
month, monthly prepayments of tax must be made in a 
presc1ibed manner. 

This bill would instead make the prepayment of tax 
applicable to any person whose estimated measure of tax 
liability averages $50,000 or more per month. These 
prepayment provisions \vould become operative as specified 
only after the Department of Finance certifies to the 
Legislature and the Executive Secretary of the State Board of 
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Equalization that the provisions described in (l) above are legally enforceable under the United States Constitution. Vote: majority. Appropriation: no. Fiscal committee: yes. State-mandated local program: no. 

The people of the State of California do enact as follou's: 

1 SECTIO' l. The Legislature finds a:1d declares that 2 California retailers are subject to unfair competition and 3 are at a competitive disadvantage because interstate mail 4. order retailers are not presently required to collect use 5 tax from their California customers. The Legislature 6 furth~r finds and declares that fair and equitable 7 administration of the Sales and Use Ta.x Law and effective 8 collection c)f existing tax liabilit)' requires that mail order 9 retailers located outside this state collect tax from l 0 California consumers. 
11 SEC. 2. The Legislature also finds and declc..res that 12 the prepayment threshold for the collection of tax under 13 the Sales and Use Tax law has not been increased since 14 1966, thereby causing a hardship to California·s small 15 businesses. and that the threshold for this tax prepayment 16 should be adjusted to reflect the increase in the 17 Consurr.er Price Index since 1966. 

18 SEC 3. Section 6203 of the Revenue and Taxation 19 Code is amended to read: 
20 6203. Except as provided by Sections 6292 and 6293, 21 every retailer engaged in business in this state and 22 making sales of tangible personal property for storage, 23 use, or other consumption in this state, not exempted 24 under Chapter 3.5 (conunencing with Section 6271) or 25 Chapter 4 (commencing with Section 6351), shall, at the 26 time of making the sales or, if the storage, use, or other 27 consumption of the tangible personal property is not then 28 taxable hereunder, at the time the storage, use, or other 29 consumption becomes taxable, collect the tax from the 30 purchaser and give to the purchaser a receipt therefor in 31 the manner and form prescribed by the board. 32 As respects leases constituting sales of tangible personal 33 property, the tax shall be collected from the lessee at the 
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1 time amounts are paid by the lessee under the lease. 

2 "Retailer engaged in business in this state" as used in 

3 this and the preceding section means and includes any of 
4 the following: 
5 (a) Any retailer maintaining, occupying, or using, 

6 permanently or temporarily, directly or indirectly, or 

7 through a subsidiary, or agent, by whate\.·er name called. 

8 an office, place of distribution, sales or sample room or 

9 place, warehou.se or storage place, or other place of 

10 business. 
11 (b) Any retailer having any representative. agent, 

12 salesman, canvasser, or solicitor operating in this state 

13 under the authority of the retailer or its subsidiary for the 

14 purpose of selling, delivering, or the taking of orders for 

15 any tangible personal property. 
16 (c) As respects a lease, any retailer deriving rentals 

17 from a lease of tangible personal prcperty situated in this 

18 state. 
19 (d) Any retailer soliciting orders for tangible personal 
20 property b; · mea~s of <ldvertiiJ ·.,.,g which is broadcast 
21 from, printed at, or distributed 1i om, a location in this 
22 state if the advertising is intended to be disseminated to 
23 consumers located in this state and is only secondarily 
24 disseminated to bordering jurisdictions. 
25 (e) Any retailer soliciting orders for ta11gible personal 
26 property by mail if the solicitations are substantial and 
'2:7 recurring and if the retailer benefits from any banking, 
28 financing, debt collection, telecommunication, or 
29 marketing activities occurring in this state or benefits 
30 from the location in this state of authorized installation, 
31 servicing, or repair facilities. 
32 (f) Any retailer owned or controlled by the same 
33 interests which own or control any retailer engaged in 
34 business in the same or a similar line of business in this 

35 state. 
36 (g) Any retailer having a franchisee or licensee 
37 operating under its trade name if the franchisee or 
38 licensee is required i-o collect the tax under this secticn. 
39 SEC. 4. Section 6471 of the Hevenue and Taxation 

40 Code is amended to read: 
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l 64"7 1. \a) Upon \vntkn notification by the board. any 

2 person v,·hose estimated measure of tax liability under 

3 this part averages c'iC'>'Cflteen fiftJ' thousand dollars 

4 -fB++.~ ($50.()()()) or more per month, as determined by 

5 the board, shaH, ~ithout regard ~o the measure of tax in 

6 'lrlY one month make prepayments as prescribed in this 

7 section. 
8 I 1 ) Ir: the Erst, third, and fourth calendar quarters, the 

9 person shall prepay not less than 90 percent of the 

10 amount of state and local tax liability for each of the first 

1 J hvu monthly periods of each quarterly period. 

12 (2) In the second calendar quarter, the person shall 

13 IT.:-epay a first prepayment of 95 percent of the amount of 

14 state and local ta~; liability for th~? first monthly period of 

15 each quarterly period and a second prepayment of either 

16 of the following: 
17 (A) Ninetv-five percent of the amount of state and 

18 local ta:x liability fo~ the second monthly period of the 

19 quarterly period, plus 95 percent of the amount of state 

20 and local tax liabili~v for the first l5 davs of the third 

21 rnonthly period of the quarterly period. ' 

22 (B) Ninety-fiv~ percent of the amount of state and 

2.3 local tax liability for the second monthly period of the 

24 quarterly period, plns 50 percent of 95 percent of the 

25 amount of the liability for the second monthly period of 

26 the quarterly period. 
27 (b) Persons engaged in their present business during 

28 all of the corresponding quarterly pe:-iod of the 

29 preceding year. or persons who are successors to a 

30 business which was ir operation during all of that 

31 quarterly period, may satisfy the above monthly 

32 prepayment requirements for the first, third, and fourth 

33 calendar quarters by payment of an amount equal to 

34 one-third of the meast.re of tax liability reported on the 

35 return or returns filed for that quarterly period of the 

36 preceding year multiplied by the state and local tax rate 

37 in effect during the month for which the prepayment is 

38 made. 
39 The persons may satisfy their prepayment 

40 requirements for the second calendar quarter by making 
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1 a first prepayment of an amount equal to one-third of the 

2 measure of tax liability reported, and a second 

3 prepayment of an amount equal to one-half of the 

4 measure of tax liability reported, on the return or returns 

5 filed for that quarterly period of the preceding year 

6 multiplied by the state and local tax rate in effect during 

7 the month for which the prepayment is made. 
8 Prepayments shall be made during the quarterly 

9 periods designated by the board and during each 

10 succeeding quarterly periods until further notified in 

11 writing by tbe board. 
12 SEC. 5. Section 6472 of the Revenue and Taxation 

13 Code is amended to read: 
l4 6472. For purposes of Section 6-~ 6471, 

15 prepayment shall be accompanied by a report of the 

16 amount of the prepayment in a form prescribed by the 

17 board and shall be made to the board as follows: 
18 (a) In the first, third, and fourth calendar quarters, on 

19 or before the 24th day next following the end of each of 

20 the first two monthly periods of each quarterly period. 

21 (b) In the second calendar quarter as follows: 
22 ( 1) The first prepayment on or before the 24th day 

23 next follo-wing the end of the first monthly period of each 

24 quarterly period. 
25 (2) The second prepayment on or before the 23rd day 

26 of the third monthly period of each quarterly period for 

27 the second monthly period and the first 15 days of the 

28 third monthly period of each quarterly period. 
29 SEC. 6. Section 647 4 of the Revenue and Taxation 

30 Code is amended to read: 
31 647 4. In determining whether a person's estimated 

32 measure of tax liability av~rages !te'I'CH~eeft fifty thousand 

33 dollars ($17,999) ($50,000} or more per month for 

34 purposes of Section Sll7l.e 6471, the board may consider 

35 tax returns filed pursuant to this part as well as any 

36 information in the board's possession or which may come 

37 in to its possession. 
38 SEC. 7. Section 6477 of the Revenue and Taxation 

39 Code is amended to read: 
40 6477. Any person required to make a prepayment 
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1 pursuant. to Section 6471 M 8eetio:'t &47l.6 who fails to 
2 make a prepayment Lefore the last day of the monthly 
3 period following the quarterly period in which the 
4 prepayment became due and who files a timely return 
5 and payment for the quarterly period in which the 
6 prepayment became due shall also pay a penalt} of 6 
7 percent of the amount equal to 90 percent or 95 percent 
8 of the tax liability, as prescribed ift these seetioas by that 
9 section, for each of the periods during that quarterly 

10 period for which a required prepayment was not made. 
11 SEC. 8. Sections 4 to 7, inclusive, of this act shall 
12 become operative only if the Department of Finance 
13 certifies to the Legislature and to the Executive 
14 Secretary of the State Board of Equalization that 
15 subdivisions (d), (e), (f), and (g) of Section 6203 of the 
16 Revenue and Taxation Code, as added by this act, are 
17 legally enforceable under the United States Constitution, 
18 in which case those sections of this act shall become 
19 operative on the first day of the second calendar quarter 
20 commencing after the date of that certification. 

0 

99 200 



CAUFORNIA LEGISLATl -l9S7-S8 RECUL.t,.R SF.SSION 

ASSEMBLY BILL No. 229 

Introduced by Assembly .Member Leonard 

January 12, 1987 

An act to amend Sections 6203,6471,6472,6474, and 6477 of 

the Revenue and Taxation Code, relating to taxation. 

LEGISLATIVE COU:-.ISEL·s DIGEST 

AB 229, as introduced, Leonard. Sales and use taxation. 

( 1) Existing Sales and Use Tax Law requires every retailer 

engaged in business in this state who makes sales of tangible 

personal property for storage. use, or other consumption in 

this state for which use tax is owed to collect the use tax from 

the purchaser, as specified, and to give to the purchaser a 

receipt therefor. The phrase ''retailer engaged in business in 

this state" is defined, for purposes of this duty of use tax 

collection, to include specified retailers. 

This bill w·ould expand the definition of a .. retailer engaged 

in business in this state·· thereby making additional retailers 

subject to the duty of use tax collection, 

(2) Under the Sales and Use Tax Law, returns generally 

must be filed and the tax paid quarterly, on or before the last 

day of the month following the quarterly period. However, if 

the State Board of Equalization determines that the 

taxpayer's taxable transactions average $17,000 or more per 

month, monthly prepayments of tax must be made in a 

prescribed manner. 
This bill would instead make the prepayment of tax 

applicable to any person whose estimated measure of ta;;: 

liability avei"ages $50,000 or more per month. These 

prepayment provisions would become operative as specified 

only after the Department of Finance certifies to the 

Legislature a."ld the Executive Secretary of the State Board of 
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legally enforceabie under lhe United States Constitution. 
\"ote: majority. Appropriation: no. Fiscal committee: yes. 

StatP-mandated local program: no. 

The people of the State of California do enact as follows: 

I SECTION 1. The Legislature finds and declares that 

2 California retailers are subject to unfair competition and 

3 are at a competitive disadvantage because interstate mail 

4 order retaif.ers are not presently required to collect use 

5 ta..x from their California customers. The Legislature 

6 further finds and declares that fair and equitable 

7 administration of the Sales and Use Tax Law and effective 

8 collection of existing tax liability requires that mail order 

9 retailers located outside this state collect tax from 

10 California consumers. 
ll SEC. 2. The Legislature also finds and declares that 

12 the prepayment threshold for the collection of tax under 

13 the Sales and Use Tax law has not been increased since 

14 1966, thereby causing a h!<rdship to California·s small 

15 businesses, and that the threshold for this tax prepayment 

16 should be adjusted to reflect the increase in the 

17 Consumer Price Index since 1966. 
18 SEC. 3. Section 6203 of the Revenue and Taxation 

19 Code is amended to read: 
20 6203. Except as provided by Sections 6292 and 6293, 

21 every retailer engaged in business in this state anc! 

22 making sales of tangible personal property for storage, 

23 use, or other consumption in this state, not exempted 

24 under Chapter 3.5 (commencing with Section 6271) or 

25 Chapter 4 (commencing with Section 6351), shell, at the 

26 time of making the sales or, if the storage, use, or other 

27 consumption of the tangible personal property is not then 

28 taxable hereunder, at the time the storage, use, or other 

29 consumption becomes taxable, collect the tax from the 

30 purchaser and give to the purchaser a receipt therefor in 

31 the manner and form prescribed by the board. 
32 As respects leases constituting sales of tangible personal 

33 property, the tax shall be collected from the lessee at the 
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l time amounts are paid by the lessee under the lease. 2 "Retailer engaged in business in this state" as used in 3 this and the preceding ~ection means and includes any of 4 the follo\\.ring: 
5 (a) Any retailer maintai!ling. occupying, or using, 6 permanently or temporarily, directly or indirectly, or 7 through a subsidiary, or agent, by whatever name called, 8 an office, place of distribution, saJes or sample room or 9 place, warehouse or storage place, or other place of 10 business. 

11 (b) Any retailer having any representative. agent. 12 salesman, canvasser, or solicitor operating in this state 13 under the authority of the retailer or its rubsidiary for the 14 purpose of selling, delivering, or the taking of orders for 15 any tangible personal property. 
16 (c) As respects a lease, any retailer deriving rentals 17 from a lease of tangible personal property situated in this 18 state. 
19 {d) l!ny retailer soliciting orders for tangible personal 20 property by means o.C advertising which is broadcast 21 From, printed at. or distributed From, a location in this 22 state if the advertising is intended to be disseminated to 23 consumers locelted in this state and is only secondarily 24 disseminated to bordering jurisdictions. 
25 (e) Any retailer soliciting orders for tangible personal 26 property by mail if the solicitations are substa.nhal and Z7 recurring and if the retailer benefits From any banking, 28 financing, debt collection, telecommunication, or 29 :narketing activities occurring in this state or benefits 30 From the location in this state of authorized installation, 31 servicing, or repair facilities. 

32 (f) Any retailer owned or controlled by the same 33 interests which own or control any retailer engaged in 34 business in the same or a similar line of business in this 35 state. 
36 (g) Any retailer having a Franchisee or licensee 37 operating under its trade name if the frtmchisee 01 38 licensee is requirc:d to collect the tax under this section. 39 SEC. 4. Section 6471 of the Revenue and Taxation 40 Code is amended to read: 
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l 6471. {ai Upon \Vritten notification by the board, any 
2 person whose estimated measure of tax liability under 
3 this part averages ~"«"·enteen fifty thousand. doliars 
4 t8!7,{)()(}) ('$50fXXJ) or more per month, as determined by 
5 the board, shaH, without regard to the measure of tax in 
6 any one month make prepayments as prescribed in this 
7 sectiorL 
8 ( 1) In the first, third, and fourth calendar quarters, the 
9 person shall prepay not less than 90 percent of the 

10 amount of state and locaJ tax liability for each of the first 
1 l two monthly periods ,>f each quarterly period. 
12 (2) In the second calendar quarter, the person shall 
13 prepay a first prepayment of 95 percent of the amount of 
14 state and local tax liability for the first monthly period of 
15 each quarterly period and a second prepayment of either 
J 6 of the follovving: 
l7 (A) I'\inety-five percent of the Llrnount cf state and 
18 loca.l tax liability for the second monthly period of the 
19 quarterly period, plus 95 percent of the amoun~ 0f state 
20 and local tax liability for the first 15 davs of the third 

monthly pcriod of tl;e quarterly period. ' 21 
(B) Ninety-five percent of the amount of state and 

23 local tax liability for the second monthly period· of the 
24 quarterly period, plus 50 pcrc~nt of 95 percent of the 
25 amount of the liability for the second monthly period of 
26 the quarterly period. 
27 (b) Persons engaged in their present business during 
28 all of the corresponding quarterly period of the 
29 preceding year, or persons who are successors to a 
30 business which was in operation during all of that 
31 quarterly period, may sntisfy the above monthly 
32 prepayment requirements for the first, third, and fourth 
33 calendar quarters by pa)''Tilent of an amount equal to 
34 one-third of the measure of tax liability reported on the 
35 return or returns filed for that quarterly period of the 
3o preceding year multiplied by the state and local tax rate 
37 in effect during the month for which the prepayment is 
38 made. 
39 The persons may satisfy theb· prepayment 
40 requirements for the second calendar quarter by making 

99 150 



-;)- AB 229 

1 a first prepayment of an amount equal to one-third of the 

2 measure of ta.x liability reported, and a second 

3 prepayment of an a..'ilount equal to one-half of the 

4 measure of tax liability reported, on the return or returns 

5 filed for that quarterly period of the preceding year 

6 multiplied by the state and local tax rate in effect during 

7 the month for which the prepayn1ent is made. 

8 Prepayments shall be made during the quarterly 

9 periods designated by the board and during each 

10 succeeding quarterly periods until further notified in 

11 writing by the board. · 
12 SEC. 5. Section 6472 of the Revenue and Taxation 

13 Code is amended to read: 
14 6472. For purposes of Section S'i7l.5 6471, 

i5 prepayment shall be accompanied by a report of the 

16 amount of the prepayment in a form prescribed by the 

17 board and shall be made to the board as follows: 

18 (a) In the first, third, and fourth calendar quarters, on 

19 or before the 24th day next following the end of each of 

20 the first two monthly periods of each quarterly period. 

21 (b) In the second calendar quarter as follows: 

22 ( l) The first prepayment on or before the 24th day 

23 next following the end of the first monthly period of each 

2'1 quarterly period. 
::S (2) The second prepayment on or before the 23rd day 

26 of the third monthly period of each quarterly period for 

27 the second monthly period and the first 15 days of the 

28 third monthly period of each quarterly period. 

29 SEC. 6. Section 6474 of the Revenue and Taxation 

30 Code is amended to read: 
31 6474. In determining whether a person's estimated 

32 measure of tax liability averages se•tea~eea fifty thousand 

33 dollars ($17,909) ($50,000) or more per month for 

34 purposes of Section 6471.6 6471, the board may consider 

35 tax returns filed pursuant to this part as well as any 

36 information in the board's possession or which may come 

37 into its possession. 
38 SEC. 7. Section 6477 of the Revenue and Taxation 

39 Code is amended to read: 
40 6477. Any person required to make a prepayment 
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1 pursuant to Section 6471 ep 8eetiaft 6471.6 who fails to ~ 2 make a prepayment before th~ last day of the monthly 3 period following the quarterly period in which the 4 prepayment became due and who !1les a timely return 5 and payment for the quarterly period in which the 6 prepayment became due shall also pay a penalty of 6 7 percent of the amount equal to 90 percent or 95 percent • 8 of the tax liability, as prescribed ffi tftese seetioas by that 9 section, for each of the periods during that quarterly 10 period for which a requir·-xl prepayment was not made. 11 SEC. 8. Sections 4 to 7, inclusive, of this act shall 12 become operative only if the Department of Finance 13 certifies to the Legislature and to the Executive 14 Secretary of the State Board of Equalization that 15 subdivisions (d). (e), (f), and (g) of Section 6203 of the 16 Rewmue and Taxation Code, as added by this act, are 17 legally enforceable under the United States Constitution, 18 in which case those sections of this act shall become 19 operative on the first day of the second calendar quarter 20 commencing after the date of that certification. 

0 
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ASSEMBLY BILL No. 229 

Introduced by Assembly Member Leonard 

January 12, 1987 

An act to amend Sectimts 6203,6471,6472,6474, and 6477 of 
the Revem.:.e and Taration Code, relating to taxation. 

LEGISLAHVE COUNSEL'S DIGEST 

AB 229, as introduced, Leonard. Sales and use taxation. 
(1) Existing Sales and Use Tax Lav.· requires every retailer 

engaged in business in this state who makes sales ot 'angible 
personal property for storage, use, or other consun .ption in 
this stak for which use tax is owed to collect the use tax from 
the purchaser, as specified, and to give to the purchaser a 
receipt therefor. The phrase ··retailer engaged in business in 
this state" is defined, for purposes of this duty of use tax 
collection, to include specified retailers. 

This biP would expand the definition of a .. retailer e.11gaged 
in business in this state" thereby making additional retailers 
subject to L'le duty of use tax collection. 

(2) Under the Sales and Use Tax Law, returns generally 
must be fikd and the tax paid quarterly, on or before the last 
day of the month following the quarterly period. H0wever, if 
the State Board of Equalization determines that the 
taxpayer's taxable transactions average $17,000 or more per 
month, monthly prepayments of tax must be made in a 
prescribed manner. 

This bill would instead make the prepayment of tax 
applicable to any person whose estimated measure of tax 
liability averages $50,000 or more per month. These 
prepayment provisions would become operative as specified 
only after the Department of Finance certifies to the 
Legislature and the Executive Secretary of the State Board of 
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Equalization that the provisions described in (1) above are tm 
legally enforceable under the United States Constitution. 

Vote: majority. Approp:;-iation: no. Fiscal committee: yes. 
State-mandated local program: no. 

The people of the State of CrJifornia do enact as follows: 

1 SECTI0:'-1 l. The Legislature finds and declare!> that 
2 California retailers are subject to unfair competition and 
3 are at a competitive disadvantage because interstate mail 
4 order retailers are not presently required to collect use 
5 tax from their California customers. The Legislature 
6 further finds and declares that fair and equitable 
7 administration of the Sales and Use Tax La\v and effective 
8 collection of existing tax liability requires that mail vrder 
9 retailers located outside this state collect tax from 

10 California consumers. 
11 SEC. 2. The Legislature also finds and declares that 
12 the prepayment threshold for the collection of tax under 
13 the Sales and Use Tax law has not been increased since 
14 1966, thereby causing a hardship to California's small 
15 businesses, arod that the threshold for this tax prepayment 
16 should be adjusted to -:-eflect the increase in the 
17 Consumer Price Index since 1966. 
18 SEC. 3. Section 6203 of the Revenue and Taxation 
19 Code is amended to read: 
20 6203. Except as provided by Sections 6292 and 6293, 
21 every retailer engaged in business in this state and 
22 making sales of tru;gible personal property for storage, 
23 use, or other consumption in this state, not exempted 
24 under Chapter 3.5 (commencing with Section 62'Tl) or 
25 Chapter 4 (commencing with Section 6351), shall, at the 
26 time of making the sales or, if the storage, use, or other 
9.7 consumption of the tangible personal property is not then 
~ taxable hereunder, at the time the storage, use, or other 
29 consumption becomes taxable, collect the tax from the 
30 purchaser and give to the purchaser a receipt therefor in 
31 the manner and form prescribed by the board. 
32 As respects leases constituting sales of tangible personal 
33 property, the tax shall be collected from the lessee at the 
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1 time amounts are paid by the lessee under the lease. 
2 "Retailer engaged in busine~s in this state .. as used in 
3 this and the preceding section means and includes any of 
4 the following: 
5 (a) Any r<.:tailer maintaining. occupying, or using. 
6 permanently or temporarily, directly or indirectly, or 
7 through a subsidiary or agent, by whatever name called, 
8 an office, place of distribution, sales or sample room or 
9 place, warehouse or storage place, or other place of 

10 business. 
ll (b) Any retailer having any representative. agent. 
12 salesman, canvasser, or solicitor operating in this state 
13 under the authority of the retailer or its subsidiary for the 
14 purpose of selling, delivering, or the taking of orders for 
15 any tangible personal !"lt'Operty. 
16 (c) As respects a lease, any retailer deriving rentals 
17 from a lease of tangible personal property situated in this 
18 state. 
19 (d) Any retailer soliciting orders for tangible personal 
20 property bJ· means of advertising which is broudcast 
21 from, printed at, or distributed From, a location in this 
22 state iF the ad~·ertising is intended to be dissemirwted to 
2'3 comumers located in this state and is only secondarily 
24 disseminated to bordering jurisdictions. 
25 (e) Any retailer soliciting orders For tangible personal 
26 property by mail if the solicitations are substanti:ll and 
27 recurring and if the retailer benefits from any banking, 
28 financing, debt collection, telecommunication, or 
29 marketing activities occurring in this state or benefits 
30 from the location in this state of authorized installation, 
31 servicing, or repair facilities. 
32 ({) Any retailer owned or controlled by the same 
33 interests which own or control an_v retailer engaged in 
34 business in the same or a similar line of business in this 
35 state. 
36 (g} Any retailer having a franchisee or licensee 
37 operatiTlg under its trade name if the franchisee or 
38 licensee is required to collect the tax under this section. 
39 SEC. 4. Section 6471 of the Revenue and Taxation 
40 Code is amended to read: 
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1 6471. (a) Upon "'-'Titten notification by the board, any 

2 person \\'hose estimateJ mt::asure of tax liability under 

3 this p3.rt aYeragE>s ~"·enteeft fi[t_.,- thousand dollars 

-l t+H~ ($._'l0.(}(JG; or more per month, as determined by 

.-:; the board. shall, without regard to the mea.,<;ure of tax in 

6 any one month make prepayments as prescribed in this 

1 section. 
8 ( 1) In the flrst, third, and fourth calendar quarters, the 

9 person shail prepay not less than 90 percent of the 

10 amount of state and local tax liabilitv for each of the first 

~ l two monthly periods of each quart~rly period. 

12 12\ ln the secm~d calendar quarter, the person shall 

13 prepay a first pre;>aym~~nt of 95 percent of the amount of 

14 state and local tax liability for the f'rst monthly period of 

1.5 each quarterly period and a second prepayment of either 

16 of the following: 

17 (A} Ninety-five percent of the amoltnt of st~le and 

18 local tax liability for the st~cond monthly period of the 

19 quarterly period, ph1s 95 percent of the amount of state 

20 and locai ta.x liabilitv for the first 15 davs of the third 

21 monthly period of the quarterly period. -

22 (B) Ninety-five percent of the amount of state and 

2:3 local tax liability for the second monthly period of the 

24 quarterly ptriod, plus 50 percent of 95 percent of the 

25 amount of the liability for the second monthly period of 

26 the quarterly period. 

27 (b) Persons engaged in their present business during 

28 all of the corresponding quarterly period of the 

29 preceding year, or persons who are successors to a 

30 business ·.vhich was in operation during all of that 

31 quarterly period, may satisfy the above monthly 

32 prepayment requirements for the first, third, and fourth 

33 calendar quarters by payment of an amount equal to 

34 one-third of the measure of tax liability reported on the 

35 return or returns filed for that quartedy period of the 

36 preceding year multiplied by the state and local tax rate 

37 in effect during the month for which the prepayment is 

38 made. 
39 The persons may satisfy their prepayment 

40 requirements for the sP-cond calendar quarter by making 
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I a first prepayment of an amount equal to one-third of the 
2 measure of tax liability reported, and a second 
3 prepayment of an amount equal to one-half of the 
4 measure of tax liability reported, on the reh..:rn or returns 
5 filed for that quarterly period of the preceding year 
6 multiplied by the state and local tax rate in effed during 
7 the month for which the P: epayment is made. 
8 Prepayments shall oc made during the quarterly 
9 periods designated by the board and during each 

10 succeeding quarterly periods until further notified in 
11 wTiting by the board. 
12 SEC. 5. Section 6472 of the Revenue and Taxation 
13 Code is amended to read: 
14 6472. For purpose~ of Section ~ 6471, 
15 prepayment shall be accompanied by a report of the 
16 amount of the prepayment in a form prescribed by the 
17 board and shall be made to the board !lS follows: 
18 (a) In the first, third, and fourth calendar quarters, on 
19 or before the 24th day next following the end of each of 
20 the first two monthly periods of each quarterly period. 
21 (b) In the second calendar quarter as follows: 
22 ( l) The first prepayment on or before the 24th day 
23 next following the end of the first monthly period of each 
24 quarterly period. 
25 (2) The second prepayment on or before the 23rd day 
26 of the third monthly period of each quarterly period for 
27 the second monthly period and the first 15 days of the 
28 third monthly pt:riod of each quarterly period. 
29 SEC. 6. Secf.on 6474 of the Revenue and Taxation 
30 Code is a.mend~d to read: 
31 6474. In determining whether a person's estimated 
32 measure of tax iiability averages !le·,·eAteeR fifty thousand 
33 dollars ($17,900) ($50,(XJ0) or more per month for 
34 purposes of Section ~ 6471, the board may consider 
35 tax returns filed pursuant to this part as well as any 
36 information in the board's possession or which may come 
37 into its possession. 
38 SEC. 7. Section 6477 of the Revenue and Taxation 
39 Code is amended to read: 
40 6477. Any person required to make a prepayment 
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1 pursuant to Section 6471 6f' Seeaaft ~ who fails to 2 make a prepayment before the last day of the monthly 3 period follo\\-ing the quarterly period in which the 4 prepayment became due and who files a timely return 5 and payment for the quarterly period in which the 6 prepayment became due shall also pay a penalty of 6 7 percent of the amount equal to 90 percent or 95 percent 8 of the tax liability, as prescribed itt these seeaefts by that 9 section, for each of the periods during that quarterly 10 period for which a required prepayment was not made. 11 SEC. 8. Sections 4 to 7, inclusive, of this act shaH 12 become operative only if the Department of Finance 13 certifies to the Legislature and to the Executive 14 Secretary of the State Board of Equalization that 15 subdivisions (d), (e), (f), and (g) of Section 6203 of the 16 Reven·.xe and Taxation Code, as added by this act, are 17 legally enforceable under the United States Constitution, 18 in which case those sections of this act shall become 19 operative on the first day of the second calendar quarter 20 commencing after the date of that certification. 
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