AMENDED IN ASSEMBLY JANUARY 21, 1998
AMENDED IN ASSEMBLY MAY 23, 1997
AMENDED IN ASSEMBLY MAY 15, 1997
AMENDED IN ASSEMBLY MAY 1, 1997

CALIFORNIA LEGISLATURE—1997-98 REGULAR SESSION

ASSEMBLY BILL No. 1469

Introduced by Assembly Member Ducheny
(Coauthor: Assembly Member Takasugi)

February 28, 1997

ARr—actto—amend—Section—18405—of-theRevenrue—and—Taxation

Code—and—to—amend—Sechon—9—efChapter490—etthe—Statutes

of 1995, —relating—to—taxation—to—take—eHeet—tmmediately, tax
lewy-An act relating to taxation.

LEGISLATIVE COUNSEL'S DIGEST

AB 1469, as amended, Ducheny. Bank and corporation
taxes: administrative relief.

The Bank and Corporation Tax Law imposes taxes
measured by income and, in the case of a business with income
derived from or attributable to sources both within and
without this state, the business income is apportioned
between this state and other jurisdictions for tax purposes in
accordance with a specified formula based on the property,
payroll, and sales of the business within and without this state.
That law permits a qualified taxpayer, as defined, to elect to
determine its income under a water’s-edge election.
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Existing law also provides that in the case of a specified new
statutory provision, as defined, the Franchise Tax Board itself
is authorized to grant relief relating to waiving penalties or
perfecting elections, as provided and requires the Franchise
Tax Board to make a specified report to the Legislature on or
before March 1, 1998, on the utilization of these relief
provisions. That law also provides that relief under these
provisions may be granted only for the first taxable or income
year for which the new statutory provision is operative and
only when substantial unintentional noncompliance with the
new provision has occurred by a class of affected taxpayers.
Existing law  provides that substantial  unintentional
noncompliance includes any case in which the taxpayer filed
a water’s-edge contract with a timely filed original return and

vy.
This bill would require the Franchise Tax Board to develop
a method of waiving penalties and perfecting water's-edge
elections for all taxpayers, as specified, by recommending
legislation that prescribes specific conditions that are
evidence of substantial unintentional compliance. The bill
would also make a specified statement of legislative intent
regarding fair and consistent administration of specified
provisions and validation of a taxpayer's water’s-edge election,
as provided.

Vote: majority. Appropriation: no. Fiscal committee: yes.
State-mandated local program: no.
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The people of the State of California do enact as follows:

SECHON-1—Section18405-ofthe Revende and

SECTION 1. The Franchise Tax Board shall develop
a method for waiving penalties and perfecting water’s
edge elections for all taxpayers that minimizes allowing
relief benefits on a case-by-case basis by recommending
legislation that prescribes specific conditions that are
evidence of “substantial unintentional compliance.”

SEC. 2. The Legislature finds and declares that there
is an important public necessity of ensuring fair and
consistent administration of provisions of the Revenue
and Taxation Code. It is the intent of the Legislature in
enacting this act that a taxpayer’s water's-edge election
be validated where any noncompliance is, among other
things, not due to the act or omission of the taxpayer, but
rather to the act or omission of another entity.
Faxation-Coedeisamendedteread:
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Board—which—sets—forth—the—conditions—time—and—manner
as—the—Franchise—Fax—Board—determines—are—neeessary.
Fhe—reselution—shal—be—adopted—only—by—an—affirmative
vote—of each—of the three—members—of theFranchise Tax

95



NRPRRRRRRRERRE
CQOWONOUIMNWNRPROOONOUNWNER

NN
N

NN NN
oOOhw

N
~

WN N
O O

wWww
wWN P

w
N

WWwww
O 00 ~NO Ol

—5— AB 1469

95



AB 1469 —6—

NRPRRRRRRRERRE
CQOWONOUIMNWNRPROOONOUNWNER

NN
N

NN NN
oOOhw

N
~

WN N
O O

wWww
wWN P

w
N

WWwww
O 00 ~NO Ol

95



PRRRRPRRRRE
O~NOURMNWNRPOOONOUNWNER

—7— AB 1469

95



