
 

 

STATE BOARD OF EQUALIZATION   
STAFF LEGISLATIVE BILL ANALYSIS 

Date Amended: 06/16/08 Bill No: AB 3079 

Tax: Sales and Use Author: Assembly Revenue and 
Fuels Taxation Committee 

Related Bills:  Position: Support as Sponsor  

BILL SUMMARY 
This Board of Equalization (Board)-sponsored bill would do the following: 

1. Authorize the Department of Industrial Relations (DIR) to share information it 
collects as part of its normal investigative and enforcement efforts with the 
Board. (Labor Code Section 64.5.)   

2. Reduce the period of time for which the Board may issue a determination from 
eight years to three years when unregistered in-state purchasers, as defined, 
voluntarily report to the Board purchases subject to use tax (Revenue and 
Taxation Code Section 6487.06.) 

3. Delete the January 1, 2009 sunset date of the Managed Audit Program and 
thereby extend the program indefinitely (Revenue and Taxation Code Section 
7076.5). 

4. Redefine “train operator” for purposes of the Motor Vehicle Fuel Tax Law, and 
require a train operator transporting fuel products to obtain a license and file 
monthly information reports on fuel products entering, moving within, and 
departing the state. (The heading of Revenue and Taxation Code Article 3 
(commencing with Chapter 4 of Part 2 of Division 2), and Sections 7342, 7470, 
7652.8, 60135 and 60204.6.) 

Summary of Amendments 
The amendments to this bill since the previous analysis specify that the DIR is 
authorized to transmit to the Board information in its records that indicates a retail 
establishment is operating without a seller s permit.   
ANALYSIS 

Information Sharing  
Labor Code Section 64.5 

CURRENT LAW 
Under the Information Practices Act, Section 1798.24 of the Civil Code provides that 
no agency may disclose any personal information in a manner that would link the 
information disclosed to the individual to whom it pertains unless the information is 
disclosed to, among others, another agency where the transfer is necessary for the 
transferee agency to perform its constitutional or statutory duties, and the use is 
compatible with a purpose for which the information was collected and the use or 
transfer is accounted for, as specified.  Existing law does not specifically prohibit the 
DIR from releasing information in its records that would assist the Board in 
administration of its tax laws. 

This staff analysis is provided to address various administrative, cost, revenue and policy 
issues; it is not to be construed to reflect or suggest the Board’s formal position. 
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On the other hand, existing law generally prohibits the Board and any person having 
an administrative duty or any person who obtains access to information contained in, 
or derived from, records of the Board to make known in any manner whatever the 
business affairs, operations, or any other information pertaining to a taxpayer.  
However, under existing law, the Governor may by general or special order, authorize 
examination by other state officers, by tax officers of another state, by the federal 
government, if a reciprocal arrangement exists, or by any other person of the records 
maintained by the Board.  The law specifies that any information so obtained 
pursuant to the order of the Governor may not be made public except to the extent 
and in the manner that the order may authorize that it be made public.  

PROPOSED LAW 
This bill would add Section 64.5 to the Labor Code to provide that when requested by 
the Board, the DIR may permit any duly authorized representative of that agency to 
transmit information available in the DIR’s records that indicates a retail 
establishment is operating without a seller’s permit, as specified.  
This provision would become operative on January 1, 2009.  

BACKGROUND 
In 1973, pursuant to a Governor’s Order that continues to exist today, Governor 
Reagan authorized the Board to release information to the DIR pertaining to the 
Sales and Use Tax and Use Fuel Tax programs.  Specifically, the Governor’s Order 
authorized official representatives of the DIR to examine records maintained by the 
Board with regard to those programs for use in its compliance and enforcement 
efforts.  However, the agreement authorizes the Board to furnish information to the 
DIR.  The agreement does not authorize for reciprocal exchange of information 
between the Board and DIR, and the DIR is not specifically authorized to provide any 
information it collects to the Board.     
One of the divisions of the DIR, the Division of labor Standards Enforcement (DLSE), 
is responsible for, among other things, the investigation and enforcement of labor 
statutes covering workers’ compensation insurance coverage, child labor, cash pay, 
unlicensed contractors, Industrial Welfare Commission orders, as well as group 
claims involving minimum wage and overtime claims.  The DLSE also handles 
criminal investigations involving these group claims, and also administers the 
licensing, registration, and certification of certain industries, including employers, 
transporters, and supervisors of minors making door-to-door sales and industrial 
homeworkers and garment manufacturers. 
As part of its investigative and enforcement efforts, the DLSE collects information 
regarding whether a business entity has a seller’s permit.  Their applications and 
renewal forms also contain information about the business entity such as its business 
name, ownership information, type of business and/or projects, business and mailing 
addresses, and telephone numbers.     

COMMENT 
Purpose.  The purpose of this bill is to authorize the DIR to share information with 
the Board that it collects in the course of its investigative and enforcement efforts 
regarding whether retailers are operating without a seller’s permit.  Access to this 
information would enhance the Board’s compliance and enforcement efforts by 
increasing the Board’s ability to, ensure business entities possess a valid seller’s 
This staff analysis is provided to address various administrative, cost, revenue and policy 
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permit, and aiding in the Board’s annual audit selection process.  A statutory change 
is being sought so as to confer specific authority for the DIR to release that 
information to the Board. 
 

Use Tax – Voluntary Reporting   
Revenue and Taxation Code Section 6487.06 

CURRENT LAW 
Under existing law, Chapter 3 (commencing with Section 6201) of Part 1 of 
Division 2 of the Revenue and Taxation Code imposes a use tax on the storage, 
use, or other consumption in this state of tangible personal property purchased 
from any retailer.  The use tax is imposed on the purchaser, and unless that 
purchaser pays the use tax to a retailer registered to collect the California use tax, 
the purchaser is liable for the tax, unless the use of that property is specifically 
exempted or excluded from tax.  The use tax is the same rate as the sales tax and 
is required to be remitted to the Board on or before the last day of the month 
following the quarterly period in which the purchase was made.  Generally, a use 
tax liability occurs when a California consumer or business purchases tangible 
items for their own use from an out-of-state retailer that is not registered with the 
Board to collect the California use tax.   
Under existing law, Section 6487 of the Sales and Use Tax Law provides that 
persons who fail to file a return and pay their tax obligations (whether sales tax or 
use tax) can be held liable for past tax obligations, together with interest and 
penalties, for up to eight prior years (except in the case of fraud which has no 
limitation period in which to assess past tax obligations). 

PROPOSED LAW 
This bill would add Section 6487.06 to the Sales and Use Tax Law to provide that 
a deficiency determination mailed to a qualifying purchaser shall be limited to the 
three-year period beginning after the last day of the calendar month following the 
quarterly period for which the amount is proposed to be determined. 
The bill would define a ‘‘qualifying purchaser’’ as a person that voluntarily files an 
Individual Use Tax Return for tangible personal property that is purchased from a 
retailer outside of this state for storage, use, or other consumption in this state, 
and that meets all of the following conditions:  
   (1) The purchaser resides or is located within this state and has not previously 
done any of the following: 
   (A) Registered with the Board. 
   (B) Filed an Individual Use Tax Return with the Board. 
   (C) Reported an amount on their Individual California Income Tax Return. 
   (2) The purchaser is not engaged in business in this state as a retailer, as 
defined in Section 6015. 
   (3) The purchaser has not been contacted by the Board regarding failure to 
report the use tax imposed by Section 6202.  
   (4) The Board has made a determination that the purchaser’s failure to file an 
Individual Use Tax Return or to otherwise report, or pay the use tax was due to 
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reasonable cause and was not caused by reason of negligence, intentional 
disregard of the law, or by an intent to evade the taxes imposed by this part. 
The bill would provide that if the Board makes a determination that the 
purchaser’s failure to timely report or remit the taxes imposed by this part is due to 
reasonable cause or due to circumstances beyond the purchaser’s control, the 
purchaser may be relieved of any penalties imposed.  
The bill would exclude purchases of vehicles, vessels, or aircraft, as specified.  
This provision would become operative on January 1, 2009. 

BACKGROUND 
In 2003, the Board sponsored Assembly Bill 1741 (Stats. 2003, Ch. 697, effective 
January 1, 2004), which authorized the Board to administer an in-state voluntary 
disclosure program for qualifying purchasers (similar to the provisions in this 
measure).  The Board’s intent in creating this voluntary disclosure program was to 
encourage individuals, as well as businesses that are not required to hold a 
seller’s permit or a consumer use tax permit, to voluntarily report their use tax 
liabilities. In exchange, the number of years of past-due use tax liabilities for which 
they would be held responsible would be reduced from eight years to three.1  
Also, the program provided for a waiver of any penalties.  This shortened “look 
back period” was patterned after Section 6487.05 which was added to the 
Revenue and Taxation Code in 1994 to provide for a voluntary disclosure program 
for unregistered out-of-state retailers who have nexus in California.   
AB 1741 contained a two-year sunset date, and the Board supported a 
subsequent measure - AB 671 (Stats. 2005, Ch. 308) - to extend this provision for 
an additional two years.  Section 6487.06, however, sunsetted on December 31, 
2007. 

COMMENTS 
Purpose.  This provision is intended to reinstate this voluntary disclosure program 
for qualifying purchasers indefinitely.  Since its inception, this program has proven 
to be successful in giving taxpayers an incentive to come forward and report their 
past use tax obligations. 
Since its inception, the program has had the following results:    

• 1/1/07 through 8/31/07 – 15 taxpayer voluntarily registered and reported 
$1.6 million. 

• 2006 - 29 taxpayer voluntarily registered and reported $3.9 million  

• 2005 - 266 taxpayers voluntarily registered and reported $15.2 million 
(California’s amnesty program resulting in the dramatic increase). 

• 2004 - 139 taxpayers voluntarily registered and reported $3.7 million 
Reinstating this exemption is particularly important now, as the Governor’s 
proposed 2008/09 budget includes funding for the Board to, among other things, 
concentrate on businesses that purchase goods without paying applicable use 
taxes.  As the Board implements this program and awareness of this effort 

                                                           
1 Purchases of vehicles, vessels and aircraft, however, are excluded from the shortened “look-back” provisions.  
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increases, we anticipate more service enterprises will voluntarily come forward 
with the incentive of a shortened look back period. 
 

 
Managed Audit Program 

Revenue and Taxation Code Section 7076.5 

CURRENT LAW 
Under existing law until January 1, 2009, the Board is authorized to utilize a Managed 
Audit Program (MAP) in which taxpayers can perform an audit of their own books and 
records, with limited guidance from the Board, in order to determine tax deficiencies.  
As an added incentive to participate in the program, interest on a tax liability 
disclosed as a result of an approved MAP audit is computed at one-half the normal 
statutory interest rate for the total unreported tax liability.  In return for performing the 
managed audit, the taxpayer is liable for only one-half of the interest usually imposed 
under current law (currently, the rate of interest for underpayments of tax in general is 
11%, and taxpayers performing managed audits receive a reduced rate of 5.5% on 
tax deficiencies identified in that audit). 
Managed audits are essentially self-audits. The Board is authorized to determine 
which taxpayer accounts are eligible to participate in a MAP and to enter into MAP 
participation agreements with eligible taxpayers.  If the taxpayer is eligible, the auditor 
provides the taxpayer with written and oral instructions to enable the taxpayer to 
perform the audit verification and prepare the working paper schedules necessary to 
complete a particular portion of the audit.   Taxpayers who meet the following criteria 
are considered candidates for a managed audit: 

• Taxpayers whose businesses involve few or no statutory exemptions; 
• Taxpayers whose businesses involve a single or small number of clearly defined 

taxability issues; 
• Taxpayers who agree to participate in the MAP; and 
• Taxpayers who have the resources to comply with the managed audit instructions 

provided by the Board.   
PROPOSED LAW 

This bill would repeal Section 7076.5 of the Revenue and Taxation Code to delete 
the January 1, 2009 sunset date and thereby extend the managed audit program 
indefinitely.   

BACKGROUND 
The original MAP was added by Board-sponsored SB 1104 (Ch. 686, Stats. 1997, 
effective January 1, 1998) and contained a sunset provision of January 1, 2001.  In 
2000, the Board sponsored legislation (AB 2898, Ch. 1052) to extend the sunset date 
of the MAP by two years, to January 1, 2003.   AB 1043 (Ch. 87, Stats. 2003, 
effective January 1, 2004) reauthorized the Board to utilize the MAP until January 1, 
2009.     
AB 1043 also required the Board, on or before January 1, 2008, to submit a report to 
the Legislature regarding the MAP as of June 30, 2007.  The analysis of the MAP for 
a 39-month period (April 1, 2004 through June 30, 2007) showed the following: 

This staff analysis is provided to address various administrative, cost, revenue and policy 
issues; it is not to be construed to reflect or suggest the Board’s formal position. 










