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NEWS FOR TAX PRACTITIONERS
WHAT YOU NEED TO KNOW TO HELP YOUR CLIENTS SUCCESSFULLY OPERATE THEIR BUSINESSES

This semiannual newsletter helps you stay current on the latest developments regarding the taxes and fees administered by
the California Department of Tax and Fee Administration (CDTFA) and other taxes that affect your clients’ businesses. This
newsletter is intended to help you advise your clients, and to help you prepare their returns more accurately and effectively.

These new collection requirements are pursuant to Revenue
and Taxation Code (R&TC) sections 6203 and 7262, and the
U.S. Supreme Court decision in South Dakota v. Wayfair, Inc.
(Wayfair). These new requirements are not retroactive and
are in addition to the use tax collection and district use tax
collection obligations that applied prior to April 1, 2019.
We also have a new online guide to help you understand how
the Wayfair decision affects the new collection requirements
for retailers. For more information, please refer to our new
Tax Guide for Use Tax Collection Requirements Based
on Sales into California Due to the Wayfair Decision at
www.cdtfa.ca.gov/industry/wayfair.htm.

Effective April 1, 2019, New Use Tax and
District Use Tax Collection Requirements
Due to the Wayfair Decision
Beginning April 1, 2019, retailers located outside of California
are required to collect use tax if, during the preceding or
current calendar year, the retailer’s sales for delivery into
California exceed $100,000, or the retailer makes sales for
delivery into California in 200 or more separate transactions. A
retailer reaching either of these sales thresholds is considered
engaged in business in California, and required to register
with the CDTFA and collect the use tax from its customers
on taxable sales of tangible personal property delivered into
California, and pay the tax to the CDTFA. For more information
on this requirement, please see our Special Notice, New
Use Tax Collection Requirements for Out-of-State Retailers
Based on Sales into California Effective April 1, 2019, at
www.cdtfa.ca.gov/taxes-and-fees/L565.pdf.
Also beginning April 1, 2019, all retailers registered, or those
required to be registered with the CDTFA, are responsible for
collecting and paying a district’s use tax if during the preceding
or current calendar year the retailer’s sales for delivery into
the district exceed $100,000, or the retailer makes sales for
delivery into the district in 200 or more separate transactions.
This new requirement to collect the district use tax applies
to all retailers required to be registered with the CDFTA,
whether located inside or outside of California. District taxes
are voter-approved taxes imposed by cities, counties, and
other local jurisdictions (districts) added to California’s base
sales and use tax rate of 7.25 percent. For more information
about the new district use tax collection requirement, please
see our Special Notice, New District Use Tax Collection
Requirements for All Retailers Effective April 1, 2019, at
www.cdtfa.ca.gov/taxes-and-fees/L591.pdf.

Online Services Portal
Last year we released our online services portal for sales
and use tax and related programs. We continue to make
improvements. Video tutorials are available to help you file a
return, make a payment or prepayment, and gain access to
our new system. The tutorials are available on our website at
www.cdtfa.ca.gov/services/#Tutorials.
With a username and password, you can save bank account
information for future use, submit online relief requests, file
a claim for refund or appeal, and obtain real-time account
information, including any balance and correspondence. To
create a username and password and request access to a
client’s account, please visit our website at www.cdtfa.ca.gov,
select Register, View Accounts, and Sign Up Now under Create
a Username. After signing in, then choose Request Access to
an Account.
For sales and use tax and related programs available through
our online services portal, you can file and pay on behalf of your
client by choosing from the links at the bottom of the login page,
and providing the Limited Access Code (formerly Express Login
Code), or the identification number and account number.

In August 2019, we will add the following tax and fee programs
to our new system:
• Alcoholic Beverage Tax
• Cigarette and Tobacco Products Tax
• Cigarette and Tobacco Products Licensing (Distributors,
Manufacturers, and Wholesalers)
• Fuel Taxes (Aircraft Jet Fuel, Diesel Fuel, including Interstate
User Diesel Fuel Tax, International Fuel Tax Agreement (IFTA),
Motor Vehicle Fuel, and Alternative Use Fuel)
• Oil Spill Response, Prevention & Administration Fees
• Timber Yield Tax
• Underground Storage Tank Maintenance Fee

Out-of-State Cigarette and Tobacco Products
Sellers May Not Hold a Wholesaler License

Returns, schedules, and license renewals for the programs
listed above will be filed online, and we will no longer mail paper
returns for these programs. Please watch for future notifications.
You can stay up-to-date with outreach and special notices by
visiting www.cdtfa.ca.gov/services/#Resources.

R&TC section 30016 defines “wholesaler” to include any
person, other than a licensed distributor, who engages in this
state in making sales for resale of tax-paid (stamped) cigarettes
and/or tax-paid tobacco products. Accordingly, a person
making sales at an out-of-state location is not a wholesaler
since they are not engaged in making sales in this state.

Additional tax and fee programs will be incorporated into our
new system in 2020. If you currently use our online system to
file a tax or fee return, schedule/report, or renew a license/
decal, our website directs you to the correct login page based
on the account type.

Your clients are responsible for obtaining and maintaining the
proper license(s) at each location, where they are engaged in
the sale of cigarettes and tobacco products in California. They
may obtain a distributor license to make sales from an out-ofstate location to California licensees.
To learn more about tax, licensing, and reporting
requirements, please see our Tax Guide for Cigarette and
Tobacco Products webpage at www.cdtfa.ca.gov/industry/
cigarette-and-tobacco-products.htm.

E-file and E-pay Mandate for Employers—
Penalties for Paper Submittal

New Legislation for Cannabis Businesses
Governor Brown signed Assembly Bill (AB) 1741 (Stats. 2018,
Ch. 228) on August 28, 2018. Effective immediately, if the CDTFA
determines that it is necessary to facilitate tax collection, this
bill allows a person licensed to engage in commercial cannabis
activity that was previously required to pay sales and use taxes
and cannabis taxes by Electronic Funds Transfer (EFT), to pay
the taxable amounts due by means other than EFT. For more
information on payment by means other than EFT, please
contact one of our offices. For office locations, please see our
website at www.cdtfa.ca.gov/office-locations.htm.

AB 1245 (Stats. 2015, Ch. 222) requires all employers to
electronically submit employment tax returns, wage reports,
and payroll tax deposits to the Employment Development
Department (EDD). Effective January 1, 2019, penalties will be
charged on paper filing and payment of payroll taxes as follows:

Tax Returns: $50 per return
• DE 9, Quarterly Contribution Return and Report of Wages
• DE 3HW, Employer of Household Worker(s) Annual Payroll
Tax Return
• DE 3D, Quarterly Contribution Return

Cigarette and Tobacco Products Distributors
May Not Hold a Wholesaler License

Wage Reports: $20 per wage item
• DE 9C, Quarterly Contribution Return and Report of Wages
(Continuation)

A person who holds a cigarette and tobacco products
distributor license may not hold a cigarette and tobacco
products wholesaler license. The R&TC defines a “wholesaler”
to include any person, other than a licensed distributor, who
engages in this state in making sales for resale of tax-paid
(stamped) cigarettes and/or tax-paid tobacco products
(R&TC section 30016). Accordingly, a licensed distributor, by
definition, is not a wholesaler, and thus may not also hold a
wholesaler license. Therefore, a distributor may not register
for, or renew, a wholesaler license, and a wholesaler may
not register for, or renew, a distributor license. For more
information, please see our Special Notice, Cigarette and
Tobacco Products Distributors May Not Hold a Wholesaler
License, at www.cdtfa.ca.gov/formspubs/l573.pdf.

• DE 3BHW, Employer of Household Worker(s) Quarterly
Reports of Wages and Withholding

Wage Reports: 15% of amount due
• DE 88, Payroll Tax Deposit
These penalties can be prevented by using EDD’s e-Services
for Business at www.edd.ca.gov/Payroll_Taxes/e-Services_for_
Business.htm to comply with the E-file and E-pay mandate.
Express Pay can also be used for online payment by visiting
www.edd.ca.gov/Payroll_Taxes/File_and_Pay.htm.
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Employers who cannot file and pay electronically due to lack
of automation, severe economic hardship, current federal
exemption, or other good cause, must submit a DE 1245W,
E-file and E-pay Mandate Waiver Request form, which can be
found at www.edd.ca.gov/pdf_pub_ctr/de1245w.pdf. Employers
with an approved waiver will continue to receive paper tax
forms and payment coupons in the mail, and will not be subject
to a penalty for paper submittal.
For additional information on the E-file and E-pay mandate
for employers, please visit www.edd.ca.gov/Payroll_Taxes/Efile_and_E-pay_Mandate_for_Employers.htm. For assistance,
please contact the EDD’s Taxpayer Assistance Center at
1-888-745-3886, Monday through Friday from 8:00 a.m. to
5:00 p.m. (Pacific time).

Prepaid Mobile Telephony Services
(MTS) Surcharge Collection Act Declared
Unenforceable; New Information for Sellers
and Service Suppliers of Prepaid MTS

MyFTB

On November 15, 2018, the United States District Court,
Northern District of California (MetroPCS California, LLC v.
Michael Picker, et al., Case Number 17-cv-05959-SI) enjoined
state agencies from enforcing the provisions of the Prepaid
MTS Surcharge Collection Act because it conflicts with federal
law. A notice of appeal of the district court’s decision was filed
on December 14, 2018, but a judicial stay of the injunction was
not requested, thereby ending CDTFA’s enforcement of the
Prepaid MTS Surcharge Collection Act.

Franchise Tax Board Makes Requesting
Full Online Account Access Easier for Tax
Professionals
As a tax professional, you can now request full online account
access to your client’s MyFTB account information. To make this
request, please submit a Power of Attorney (POA) Declaration
or Tax Information Authorization (TIA) request. When submitting
a POA Declaration, you must use the new form FTB 3520 PIT,
Individual or Fiduciary Power of Attorney Declaration, available
at www.ftb.ca.gov/forms/misc/3520pit.pdf or form 3520 BE,
Business Entity or Group Nonresident Power of Attorney
Declaration, available at www.ftb.ca.gov/forms/misc/3520BE.pdf.

Effect of court decision on sellers of prepaid MTS
Other than prepaid MTS providers or suppliers, per R&TC
section 41007, effective immediately, sellers are no longer
required to collect the statewide prepaid MTS surcharge rate
that was previously set at 6.30 percent on sales of prepaid
MTS. However, the local charges are imposed upon prepaid
MTS under a separate act, the Local Prepaid MTS Collection
Act. The Local Prepaid MTS Collection Act is still in effect;
therefore, sellers of prepaid MTS are required to continue to
collect only the local charges, when applicable, on their sales
of prepaid MTS.

Adding the request for full online account access on the POA/
TIA forms and with Add TIA Client in MyFTB will eliminate the
extra step previously needed after the POA Declaration or
TIA request was approved. This will help you to more quickly
self-serve your clients using MyFTB. For more information, go
to www.ftb.ca.gov/access.

Effect of court decision on service suppliers
Effective January 1, 2019, service suppliers must collect the
Emergency Telephone Users Surcharge (ETUS) on charges
for intrastate telecommunication service, including VoIP and
wireless services (prepaid and postpaid). Prepaid MTS service
suppliers shall report and pay the ETUS on charges for prepaid
and postpaid telecommunication services in the same manner
as they did prior to January 1, 2016.
For more information, including the applicable local rates for
each city and county, please see our online guide, Tax Guide
for Prepaid Mobile Telephony Services (MTS) Surcharge at
www.cdtfa.ca.gov/industry/prepaid-mts-surcharge.htm.

District Tax Rate Changes
Stay up-to-date! 50 or more new district taxes, or extensions
to existing district taxes, will begin April 1, 2019. We will notify
you separately when the new district taxes or extensions will
be implemented and the effective date. You can find details
of sales and use tax rates located on our California City &
County Sales & Use Tax Rates webpage at www.cdtfa.ca.gov/
taxes-and-fees/sales-use-tax-rates.htm, and scroll down to
Download to access the spreadsheet of the rates that will
become operative April 1, 2019.

Remember to Report Use Tax on Holiday
Purchases!
Did you or your client make holiday purchases online or from
out-of-state retailers who did not collect the California use
tax? If so, you and your client must either report those taxable
purchases and pay the use tax due on the state income tax
return, or on a CDTFA use tax return. For more information on
reporting and paying use tax, please visit www.cdtfa.ca.gov/
taxes-and-fees/use-tax.htm.

Note: These rates will be available on our website in March 2019.
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New Tax Guide for Elective Ultrasound Providers
The CDTFA has created a new tax guide to help elective
ultrasound providers better understand how tax applies to
their sales. Many elective ultrasound providers, in addition
to imaging/scanning services, offer expectant parents photo
prints of their unborn baby, audio/video recordings of the
ultrasound sessions, or other keepsakes such as plush animal
toys with heartbeat sounds from the unborn child.
Generally charges for services, such as elective ultrasound
scanning and imaging sessions that do not include any tangible
personal property (merchandise, goods, etc.) are not subject to
tax. However, when the ultrasound provider provides elective
ultrasound scanning and imaging services and also transfers
tangible personal property to its customer, such as photos or
other keepsake items, the ultrasound provider is considered the
retailer of the tangible personal property and tax applies to the
entire charge without a deduction for the ultrasound services.
This is true whether the ultrasound provider offers a lump sum
price for the ultrasound services and tangible personal property,
or whether there are separate charges stated for each. As the
retailer, your client is required to register with the CDTFA to
report and pay tax on its sales of these items.

Exemption on Purchases for the Construction of
Certain Military and Veteran Medical Facilities
Governor Brown signed Senate Bill (SB) 1007 (Stats. 2018, Ch.
785) on September 26, 2018. Effective January 1, 2019 through
December 31, 2024, SB 1007 enacted R&TC section 6369.7,
which provides a sales and use tax exemption for a qualified
person’s purchase of building materials and supplies for use by
that qualified person in the construction of a qualified facility.

This new guide includes several examples of when tax
applies to an elective ultrasound provider’s sales. For
more information, please refer to our online guide, Tax
Guide for Elective Ultrasound Providers, on our website at
www.cdtfa.ca.gov/industry/elective-ultrasound-providers.htm.

A qualified person means either or both:
• A “qualified nonprofit organization” meaning an organization
exempt from taxation under section 501(c)(3) of the Internal
Revenue Code that constructs a “qualified facility” as a
gift to the United States Department of Defense (USDOD)
pursuant to section 2601 of Title 10 of the United States
Code or the United States Department of Veterans Affairs
(USDVA) pursuant to section 8301 of Title 38 of the United
States Code; or

California Film and Television Tax Credit Program
The California Film and
Television (Film & TV) Tax
Credit Program, administered
by the California Film
Commission (CFC), allows
qualified taxpayers a tax credit
against income and/or sales
and use taxes liabilities based
on qualified expenditures for
films and television shows
produced in California. The
credits must be allocated by
the CFC prior to July 1, 2020. For information regarding the
current program, please refer to our Tax Guide for Film and
Television at www.cdtfa.ca.gov/industry/film-television.htm.

• A contractor, subcontractor, or builder working under
contract with a qualified nonprofit organization to construct
a qualified facility.
A qualified facility means either:
• A medical facility or a temporary residential facility for
families of patients receiving care, including either or both
inpatient and outpatient care, at a medical facility located on
a United States military base in California; or
• A USDVA medical center or a temporary residential facility
for families of patients receiving care at or as part of a
USDVA medical center in California.

Governor Brown signed SB 871 (Stats. 2018, Ch. 54) on
June 27, 2018. This bill establishes a similar California
Film & TV Credit Program, effective July 1, 2020 through
June 30, 2025. For additional information, please visit the CFC
website at www.film.ca.gov/tax-credit/.

Building materials and supplies that may be purchased under
this exemption include any machinery, equipment, materials,
accessories, appliances, contrivances, furniture, fixtures, and
all technical equipment, or other tangible personal property of
any other nature or description that meet all of the following:
• Are necessary to construct and equip a qualified facility.

CONTACT US

• Become part of the completed qualified facility.
• Are transferred to the USDOD or USDVA as a gift, as specified.

Tell the CDTFA what topics you would like to see covered in
your newsletter. You can mail your comments to the CDTFA,
call the Customer Service Center at 1-800-400-7115 (TTY:711),
or send a message through the CDTFA website.

The exemption does not apply to purchases of tools or
construction equipment other than those specified above that
are used by a qualified person in constructing a qualified facility.

California Department of
Tax and Fee Administration
PO Box 942879
Sacramento, CA 94279-0044

For more information, please see our Tax Guide for Nonprofit
Organizations on our website at www.cdtfa.ca.gov/industry/
nonprofit-organizations.htm or Tax Guide for Construction
Contractors at www.cdtfa.ca.gov/industry/construction.htm.

Website:
www.cdtfa.ca.gov/contact.htm
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Tax Practitioner Hotline:
1-800-401-3661
Customer service
representatives are available
Monday through Friday from
8:00 a.m. to 5:00 p.m. (Pacific
time), except state holidays.

