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State of California
Office of Administrative Law

In re: NOTICE OF APPROVAL OF CHANGES
WITHOUT REGULATORY EFFECT
Board of Equalization

Regulatory Action: California Code of Regulations, Title 1,
Section 100

Title 18, California Code of Regulations

Adopt sections: 3500 OAL File No. 2010-0218-03 N

Amend sections: 2300, 2401, 3502, 4041,
4500, 4508, 4701, 4702,
4703, 4901

This action makes several changes without regulatory effect to update existing
regulations to make them consistent with statutory changes. These changes include
authority and reference citations, definitions and other non-substantive changes.

OAL approves this change without regulatory effect as meeting the requirements of
California Code of Regulations, Title 1, section 100.

Date: 3/30/2010

For:  SUSAN LAPSLEY

Director
Original: Ramon Hirsig
Copy: Richard Bennion
RECEIVED
APR ¢ 1 2010

Board Proceeuings



STATE OF CALIFORNIA P - ARNOLD SCHWARZENEGGER, Governor

OFFICE OF ADMINISTRATIVE LAW

300 Capitol Mall, Suite 1250
Sacramento, CA 95814
(916) 323-6225 FAX (916) 323-6826

SUSAN LAPSLEY
Director

MEMORANDUM
TO: Richard Bennion
FROM: OAL Front Desk
DATE: 4/5/2010
RE: Return of Approved Rulemaking Materials

OAL File No. 2010-0218-03N

OAL hereby returns this file your agency submitted for our review (OAL File No. 2010-0218-
03N regarding Specified Special Tax and Fees Regulations).

If this is an approved file, it contains a copy of the regulation(s) stamped "ENDORSED
APPROVED" by the Office of Administrative Law and “ENDORSED FILED” by the Secretary
of State. The effective date of an approved file is specified on the Form 400 (see item B.5).
(Please Note: The 30™ Day after filing with the Secretary of State is calculated from the date the
Form 400 was stamped “ENDORSED FILED” by the Secretary of State.)

DO NOT DISCARD OR DESTROY THIS FILE

Due to its legal significance, you are required by law to preserve this rulemaking record.
Government Code section 11347.3(d) requires that this record be available to the public and to
the courts for possible later review. Government Code section 11347.3(e) further provides that
“....no item contained in the file shall be removed, altered, or destroyed or otherwise disposed
of.” See also the Records Management Act (Government Code section 14740 et seq.) and the
State Administrative Manual (SAM) section 1600 et seq.) regarding retention of your records.

If you decide not to keep the rulemaking records at your agency/office or at the State Records
Center, you may transmit it to the State Archives with instructions that the Secretary of State
shall not remove, alter, or destroy or otherwise dispose of any item contained in the file. See
Government Code section 11347.3(f).

Enclosures
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6. CHECK IF THESE REGULATIONS REQUIRE NOTICE TO, OR REVIEW, CONSULTATION, APPROVAL OR CONCURRENCE BY, ANOTHER AGENCY OR ENTITY
l:l Department of Finance (Form STD. 399) (SAM §6660) D Fair Political Practices Commission D State Fire Marshal
D Other (Specify)
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Text of Proposed Changes to
Title 18. Public Revenue
Regulation 2300. Collection of Surcharge.

Every electric utility making sales of electrical energy to consumers in this state shall
collect the surcharge from each consumer other than a consumer that is an electric utility
or is exempt under Chapter 3; of Part 19 of Division 2 of the Revenue and Taxation
Code, at the time it collects its billing from the consumer for the electrical energy sold. A
consumer is any person receiving electrical energy furnished by an electric utility and
includes a person receiving electrical energy for redistribution for the use of his tenants.

Second Paragraph . . . (unchanged).
Third Paragraph . . . (unchanged).
Fourth Paragraph . . . (unchanged).
Fifth Paragraph . . . (unchanged).

Note: Authority cited: Section 40171, Revenue and Taxation Code. Reference: Sections
40001-4019140019, 40019.1, 40020, and 40045, Revenue and Taxation Code.




Text of Proposed Changes to
Title 18. Public Revenue
Regulation 2401. Definitions.

(a) Service Supplier.

(1) “Service Supplier” means any-p

(A) Any person supplying intrastate telephone communication services to any service
user in this state and providing access to the “911” emergency system by utilizing the

digits 9-1-1; and

(B) Any person supplying Voice over Internet Protocol (VoIP) service to any service
user in this state and providing access to the “911” emergency system by utilizing the
digits 9-1-1.

(2) Notwithstanding paragraph (1):

(A1) Where intrastate telephone communication services are supplied through a
prepaid telephone calling card, the “service supplier” means the person that provides
access to its lines and switches for telephone services and is responsible for deducting the
amounts charged for telephone services used from amounts of service available on the
prepaid telephone calling card.

(B2) A wholesaler or retailer of prepaid telephone calling cards is not a service supplier
unless it provides access to its lines and switches for telephone services and is responsible
for deducting the amounts charged for telephone services used from amounts of service
available on the prepaid telephone calling card.

(b) Intrastate Telephone Communication Services. “Intrastate telephone communication
services” means all local or toll telephone services where the point or points of origin and
the point or points of destination of the services are all located in this state. It includes the
access to a local telephone system, and the privilege of telephonic quality communication
with substantially all persons having telephone or radiotelephone stations constituting a
part of a local telephone system and any facility or service provided in connection with
local telephone service. It also includes either:

g ) telephomc quallty commumcatlon for wh1ch there is a toll charge for the service
a-timethat varies in
amount w1th e1ther the dlstance or elapsed transxmsswn tlme or the distance and elapsed
transmission time, of each individual communication; as-wel-asor




(2) Aa service which entitles the subscriber, upon payment of a periodic charge
(whether a flat charge or a charge based upon total elapsed transmission time), to the
privilege of a predetermined amount of units or dollars of telephonic communications or
an unlimited number of telephonic communications to or from all or a substantial portion
of the persons having telephone or radiotelephone stations in a specified area which is
outside the local telephone system area in which the station provided with the service is
located.

(c) Billing Agent. “Billing Agent” shall mean any person that submits a bill to a service
user on behalf of another person who is a service supplier, reseller or billing aggregator.
A billing agent is not considered to be a service supplier for intrastate telephone
communication services provided by or billed on behalf of that person.

(d) Billing Aggregator. “Billing Aggregator” shall mean any person engaged in the
business of facilitating the billing and collection of charges for intrastate telephone
communication services by aggregating the information about telephone communication
services provided by one or more service suppliers and submitting the combined
information to one or more local exchange carriers for billing and collection. The billing
aggregator may contract with service suppliers to:

(1) receive call information detail from one or more service suppliers and submit that
call information detail to one or more local exchange carriers acting as billing agents;

(2) receive payments from local exchange carriers acting as billing agents for
disbursement as directed by service suppliers; and

(3) prepare and file returns and remit the surcharge to the Board in the manner provided
in the applicable contract.

A billing aggfegator shall identify all service suppliers on whose behalf it will prepare
and file returns at such time and in such form as the Board requests.

(e) Prepaid Telephone Calling Card. “Prepaid telephone calling card” means any card, or
other identifier such as an authorization number or access code, which is purchased in
advance of use of telephone services, and entitles the holder of the card or user of the
authorization number or access code to a specified dollar amount or number of minutes of
telephone service, where dollar amounts or minutes for telephone services used are
deducted from the amount of prepaid service available on the prepaid telephone calling
card as local and long distance telephone services are provided to the user of the prepaid
telephone calling card.

Note: Authority cited: Section 41128, Revenue and Taxation Code. Reference: Sections
41007, 41011,41015, 41016, and 41021, Revenue and Taxation Code.




Text of Proposed Changes to
Title 18. Public Revenue
Regulation 3500. Application of the Fee Collection Procedures Law.
The fees and taxes collected pursuant to the Fee Collection Procedures Law include the
California Tire Fee. Covered Electronic Waste Recycling Fee, Marine Invasive Species
Fee. Natural Gas Surcharge, and Water Rights Fee.
Note: Authority cited: Section 55301, Revenue and Taxation Code. Reference: Sections

42464.2 and 42882. Public Resources Code; Section 893, Public Utilities Code, Section
44003, Revenue and Taxation Code; Section 1537, Water Code.

Regulation 3502. Relief from Liability.

A person may be relieved from the liability for the payment of the taxes or fees required
to be collected pursuant to the Fee Collection Procedures Law, Part 30, (commencing
with Section 55001) of Division 2 of the Revenue and Taxation Code, including any
penalties and interest added to the taxes or fees, when that liability resulted from the
failure to make a timely return or a payment and such failure was found by the board to
be due to reasonable reliance on written advice given by the board described in California
Code of Regulations, Title 18, Section 4902.

Note: Authority cited: Section 55301, Revenue and Taxation Code. Reference: Section
55045, Revenue and Taxation Code.



Text of Proposed Changes to
Title 18. Public Revenue

Regulation 4041. Common Carrier Delivery Reports.
Every common carrier making a delivery of cigarettes to a consignee in this State, the
shipment of which originated outside this State, shall report to the board not later than the
25th day of the calendar month following the calendar month in which the delivery of the
cigarettes or tobacco products was made, the following information concerning the
shipment:
(@) . . . (Unchanged);
(b) . . . (Unchanged);
(©) . . . (Unchanged);
(d) the number of cases, bales or other containers of cigarettes delivered, and-the quantity
of cigarettes contained therein, and the quantity of tobacco products delivered, as shown
by the shipping documents; and
(e) . . . (Unchanged); and
® ... (Unchanged).

This report shall be made on a form prescribed by_the Board, which may include, but not
be limited to, electronic media, and filed with the Bboard at Sacramento.

Note: Authority cited: Section 30451, Revenue and Taxation Code. Reference: Sections
30186 and 30454, Revenue and Taxation Code.




Text of Proposed Changes to
Title 18. Public Revenue
Regulation 4500. Definitions.

In addition to the definitions in Business and Professions Code section 22971, the
following definitions shall apply to this chapter:

(a) . . . (unchanged).
(b) . . . (unchanged).
(c) . . . (unchanged).
(d) . . . (unchanged).

(e) “Board” means the Board Members of the State Board of Equalization meeting as a
body or the agency created by article XIII, section 917, of the California Constitution, as
the context indicates.

(® . .. (unchanged).
(g) . . . (unchanged).
(h) . . . (unchanged).
(i) . . . (unchanged).
() . . . (unchanged).
(k). . . (unchanged).
(1) ... (unchanged).
(m)v. . (unchanged).
(n) . . . (unchanged).
(0) . . . (unchanged).
(p) . . . (unchanged).
(@) . . . (unchanged).
(r) . . . (unchanged).
(s) . . . (unchanged).
(1) . . . (unchanged).
(u) . . . (unchanged).
(v) . . . (unchanged).

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference:
Sections 22970, 22971, 22974.5, 22978.7 and 22979.7, Business and Professions Code;
and Section 2297H1)30010, Revenue and Taxation Code.



Text of Proposed Changes to

Title 18. Public Revenue

Regulation 4508. Appeal - Denial of License.
(a) . . . (Unchanged).

(b) . . . (Unchanged).

(c) The Board shall reconsider the determination of the Excise Taxes Division pursuant to
its administrative appeals process set forth in Regulatien-5023article 6 (commencing with
Regulation 5260) of chapter 2 of division 2.1 of title 18 of the California Code of
Regulations and shall grant the applicant an oral hearing if timely requested within 30
days of the date the Decision and Recommendation issued by the Appeals Division is
maxled to the apphcant. Any Board heanng wx]l be govemed by the rules set forth in

atlons 5270'5271 5522.4thro 5523.1 5523.4thro 5523.7 554
thro 5551 5563, subdivisions (a) and 5561 thro 5563, 5571, 5572, and 5576.

(d) The order or decision of the Board upon a petition for redetermination becomes final
30 days after the date notice thereof is malled to the appllcant, except as provided in

Regulation 5560, subdivision
(e) . . . (Unchanged).

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference:
Sections 22973.1, 22977.2 and 22979, Business and Professions Code.



Text of Proposed Changes to

Title 18. Public Revenue

Regulation 4701. Appeal - Appeals Division.
(@) . . . (Unchanged).

(b) Conference. Upon receipt of a Request for Appeals Conference, a conference will be

scheduled and held as set forth in Regulatien-5023article 6 (commencing with Regulation
5260) of chapter 2 of division 2.1 of title 18 of the California Code of Regulations, unless
otherwise provided herein. The conference shall allow a licensee or unlicensed person an

opportunity to show cause why the Warning Notice, Notice of Violation, or Notice of
First Decision, and the penalty or penalties imposed therein, should not be upheld.

(1) ... (Unchanged).

(2) . . . (Unchanged).

(3) . .. (Unchanged).
(c) Decision. The Appeals Division shall issue a Notice of Second Decision following the
conference. The Notice of Second Decision will set forth the Appeals Division's decision,
the applicable penalty or penalties, and the licensee's or unlicensed person's appeal rights,
if any, as set forth in subdivisions (e) and (f) below.
(d) . . . (Unchanged).
(e) . . . (Unchanged).
(® . . . (Unchanged).

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference:
Sections 22974.7, 22978.7 and 22979.7, Business and Professions Code.



Text of Proposed Changes to

Title 18. Public Revenue

Regulation 4702. Appeal - Board Hearing.
(a) . . . (Unchanged).

(1)... (Unchanged).

(2) .. . (Unchanged).

(3) .. . (Unchanged).

(4) . . . (Unchanged).
(b) When applicable, hpon receipt of the Request for Board Hearing, a Board hearing
shall be.sched condin acrdan with th fo

ations 5270, 5271, 5522.4 through 5523.1, 5523.4 through 5523.7, 5541
through 5551, 5563, subdivisions (a) and (b), 5561 through 5563, 5571, 5572, and 5576
to allow the licensee or unlicensed person an opportunity to show cause why the Notice
of Violation or Notice of Second Decision, and the penalty or penalties imposed therein,
should not be upheld. Following the Board hearing, a Notice of Board Decision will be
mailed to the licensee or unlicensed person.

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference:
Sections 22974.7, 22978.7 and 22979.7, Business and Professions Code.



Text of Proposed Changes to

Title 18. Public Revenue

Regulation 4703. Seizures and Forfeitures.
@@... (Unchanged).'
(b) Seizure of Untaxed Products.

(1). .. (Unchanged).

(A) ... (Unchanged).

(B) . . . (Unchanged).

(C) ... (Unchanged).

(D). .. (Unchanged).

(2) Forfeiture. Clgarettes or tobacco products as described in subsection (b) for which
the California excise tax has not been paid that are seized by the Investigations
DivisienBoard or seized and delivered to the Board by a law enforcement agency shall be
forfeited to the state. .

(3) . .. (Unchanged).

(A) ... (Unchanged).

(B) . . . (Unchanged).



(c) Seizure of Product From Persons Without a Valid License. The Board or a law
enforcement agency shall be authorized to seize cigarettes and tobacco products, whether
or not the California excise taxes have been paid, when the owner does not have a valid
license under the Cigarette and Tobacco Products Licensing Act Law. Seizures shall
include, but are not limited to the following:

(1) Unlicensed Persons.

(A). .. (Unchanged).

(B) . . . (Unchanged).

(2) . . . (Unchanged).

(A) ... (Unchanged).

(B) . . . (Unchanged).

(3) Forfeiture. Any cigarettes and tobacco products seized by the beardBoard or a law
enforcement agency as described under subsection (c) shall be deemed forfeited to the
state. .

(4) . . . (Unchanged).

(d) Evidence Required-EerRelevant to Recovery of Product. Depending on the
circumstances, evidence that may be relevant to the issue of whether or not the cigarettes
or tobacco products were erroneously or illegally seized, includes, but is not limited to
the following: '

(1). .. (Unchanged).

(2) . . . (Unchanged).

(3) . . . (Unchanged).

(4) .. . (Unchanged).

(5) . . . (Unchanged).

(6) . . . (Unchanged).

(7) . . . (Unchanged).

(8) . . . (Unchanged).



(e) . . . (Unchanged).

(1) ... (Unchanged).

(2) ... (Unchanged).
(® . .. (Unchanged).
Note: Authority cited: Section 22971.2, Business and Professions Code. Reference:
Sections 22971(1) and (m), 22974.3(a) and (b), 22978.2(a) and (b) and 22980.2(c),
Business and Professions Code; and Sections 30102, 30102.5, 30103, 30103.5, 30104,

30105, 30105.5, 30106, 30109, 30163, 30431, 30435, 30436, 30438, 30473 and 30474.1,
Revenue and Taxation Code.



| Text of Proposed Changes to
Title 18. Public Revenue

Regulation 4901. Records.
(a) Definitions.
(1) "Applicable Tax Laws" means any of the following:
(A) . . . (unchanged);
(B) . . . (unchanged);
(C)E seMarine Invasive Species Fee, Public Resources Code

Sectlons 7 1200-7 127 1 Revenue and Taxation Code Sections 44000-44008, 55001-
55381;

(D). . . (unchanged);
(E) . . . (unchanged);
(F)... (uﬁchanged);
(G). . . (unchanged);
(H).. . . (unchanged);
(@) . .. (unchanged);

() . . . (unchanged);

(K) . . . (unchanged);
(L) . . . (unchanged);
(M) . . . (unchanged);
(N) . . . (unchanged);
(0). . . (unchanged);
(P) . . . (unchanged);

(Q) Use Fuel Tax, Revenue and Taxation Code Sections 8601-9355;




(R) Covered Electronic Waste Recycling Fee, Health and Safety Code Sections 25214.9-
25214.10.2; Public Resources Code Sections 42460-42486; Revenue and Taxation Code
Sections 55001-55381;

(S) Water Rights Fee, Water Code Sections 1525-1552, 13050, 13160.1; Revenue and
Taxation Code Sections 55001-55381. '

(2) . . . (unchanged).

(3) ... (unchanged).

(4). . . (unchanged).

(5) . . . (unchanged.)

(6) . . . (unchanged).

(7). . . (unchanged).

(b) General.. .. (unchanged).

(c) Machine-Sensible Records. . . . (unchanged).

(d) Machine-Sensible Records Maintenance Requirements. . . . (unchanged).

(e) Access to Machine-Sensible Records. . . . (unchanged).

(f) Taxpayer Responsibility and Discretionary Authority. . . . (unchanged).

(g) Hardcopy Records. . . . (unchanged).

(h) Alternative Storage Media. . . . (unchanged).

(i) Record Retention — Time Period. . . . (unchanged).

() Record Retention Limitation Agreements. . . . (unchanged).

(k) Failure to Maintain Records. . . . (unchanged).

Note: Authority cited: Sections 8251, 9251, 30451, 32451, 40171, 41 128, 43501, 45851,
46601, 50152, 55301 and 60601, Revenue and Taxation Code. References: Sections
8301, 8302, 8303, 8304, 9253, 9254, 30453, 30454, 32551, 32453, 40172, 40173, 40174,

40175, 41056, 41073, 41129.30, 43502, 45852, 46602, 46603, 50153, 55302, 60604,
60605 and 60606, Revenue and Taxation Code.



State of California

Memorandum

To

From

Subject :

George Shaw EEAR 29
Office of Administrative Law
300 Capitol Mall, Suite 1250
Sacramento, CA 95814

Richard Bennion
Regulations Coordinator
Board Proceedings Division, MIC: 80

OAL File No. 2010-0218-03N
Specified Special Tax and Fees Regulation

This memo is to provide you authorization to:

1) Substitute the version of the final text attached to the form 400.

Richard Bennion
Regulations Coordinator
Board of Equalization

Board of Equalization

pate: March 29, 2010

If you have any questions or comments, please notify me at (916) 445-2130 or email at

Richard.Bennion@boe.ca.gov .




CALIFORNIA REGULATORY NOTICE REGISTER 2010, VOLUME NO. 15-Z

REGULATIONS FILED WITH
SECRETARY OF STATE

This Summary of Regulatory Actions lists regula-
tions filed with the Secretary of State on the dates indi-
cated. Copies of the regulations may be obtained by
contacting the agency or from the Secretary of State,
Archives, 1020 O Street, Sacramento, CA 95814, (916)
633-77135. Please have the agency name and the date
filed (sec below) when making a request.

File#2010-0210-05
AIRRESOURCESBOARD
Schoo! Bus Idling and Idling at Schools

The California Air Resources Board submitted this
action as one without regulatory effect, pursuant to
title 1, California Code of Regulations, section 100, to
amend the penalty provisions in title 13, California
Code of Regulations, sec. 2480 for consistency with
legislation cnacted by Stats.2009, ¢. 561 (SB 124).

Title 13

California Code of Regulations
AMEND: 2480

Filed 03/25/2010

Agency Contact:

Trint Balcazar (916)445-9564

File#2010-0218-03
BOARD OF EQUALIZATION
Specified Special Tax and Fees Regulations
This action makes several changes without regulato-
ry effect to update existing regulations to make them

553

Agency FILE# Slps: Caption/Subject Decision
State Water Resources 2010-0112-06 S BPA to Establish a TMDL for Mercury in the Guadalupe APPROVAL
Control Board River Watershed
State Water Resources 2010-0112-05 S San Francisco Bay PCB TMDL APPROVAL
Control Board
State Water Resources 2010 0121-05 C Storage of biodiesel blends in underground storaye tanks APPROVAL
Control Board
State Water Resources 20010-0210-02 EE | Storage of Biodiesel Blends in Underground Storage APPROVAL
Control Board Tanks
State Water Resources 2009- 121502 S Upper Santa Clara River Chloride TMDL revision and APPROVAL
Control Board Chloride SSOs
Strategic Growth 20100210 -61 FP Conflict-of Interest Code FILE PRINT ONLY
Council
consistent with statutory changes. These changes in-
SUMMARY OF REGULATORY clude authority and reference citations, detinitions and
ACTIONS othernon—substantive changes.

Title 18
California Code of Regulations
ADOPT: 3500 AMEND: 2300, 2401, 3502, 4041,
4500,4508,4701,4702,4703,4901
Filed03/30/2010
Agency Contact:

Richard Bennion (916)445-2130
File#2010-0212-01
CALIFORNIA HORSE RACING BOARD
Equipment Requirement

This rulemaking action defines the parameters of al-
lowable whips used in f{lat racing on California race-
tracks.

Title 4

California Code of Regulations
AMEND: 1685

Filed 03/29/2010

Effective 04/28/2010
Agency Contact: Harold Coburn~ (916)263--6397
File#2010~0212--02
CALIFORNIA HORSE RACING BOARD
Jockey’s Riding Fees

This regulatory action increases the minimum jockey
riding fee for a losing mount by $10 and increases the
minimum amount awarded to a jockey who finishes in
second or third place in a race with a gross purse of
$9,999 or less by $10. The increases are mandated by
Business and Professions Code section 19501(b)(1)
and (b)(2). In addition, this action climinates minimum
jockey fees for gross purse categories in the $599 to
$1499 range.
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Text of Proposed Changes to
Title 18. Public Revenue

Regulation 2300. Collection of Surcharge.
Every electric utility making sales of electrical energy to consumers in this state shall
collect the surcharge from each consumer other than a consumer that is an electric utility
or is exempt under Chapter 3; of Part 19 of Division 2 of the Revenue and Taxation
Code, at the time it collects its billing from the consumer for the electrical energy sold. A
consumer is any person receiving electrical energy furnished by an electric utility and
includes a person receiving electrical energy for redistribution for the use of his tenants.
Second Paragraph . . . (unchanged).
Third Paragraph . . . (unchanged).
Fourth Paragraph . . . (unchanged).
Fifth Paragraph . . . (unchanged).

Note: Authority cited: Section 40171, Revenue and Taxation Code. Reference: Sections
40001-4619140019, 40019.1, 40020, and 40045, Revenue and Taxation Code.




Text of Proposed Changes to
Title 18. Public Revenue

Regulation 2401. Definitions.

(a) Service Supplier.

(1) “Serv1ce Suppller means aﬂy—pefseﬂ—wppl-ymg—m&as%ate—telepheﬂe

followmg.

(A) Any person supplying intrastate telephone communication services to any service
user in this state and providing access to the “911” emergency system by utilizing the
digits 9-1-1; and

(B) Any person supplying Voice over Internet Protocol (VoIP) service to any service
user in this state and providing access to the “911” emergency system by utilizing the

digits 9-1-1.

(2) Notwithstanding paragraph (1):

(A1) Where intrastate telephone communication services are supplied through a
prepaid telephone calling card, the “service supplier” means the person that provides
access to its lines and switches for telephone services and is responsible for deducting the
amounts charged for telephone services used from amounts of service available on the
prepaid telephone calling card.

(B2) A wholesaler or retailer of prepaid telephone calling cards is not a service supplier
unless it provides access to its lines and switches for telephone services and is responsible
for deducting the amounts charged for telephone services used from amounts of service
available on the prepaid telephone calling card.

(b) Intrastate Telephone Communication Services. “Intrastate telephone communication
services” means all local or toll telephone services where the point or points of origin and
the point or points of destination of the services are all located in this state. It includes the
access to a local telephone system, and the privilege of telephonic quality communication
with substantially all persons having telephone or radiotelephone stations constituting a
part of a local telephone system and any facility or service provided in connection with
local telephone service. It also includes either:

g ) telephomc quahty communlcatlon for which there is a toll charge for the service

amount w1th elther the d1stance or elapsed transmlssmn tlme or the distance and elapsed
transmission time, of each individual communication; as-weHl-asor




(2) Aa service which entitles the subscriber, upon payment of a periodic charge
(whether a flat charge or a charge based upon total elapsed transmission time), to the
privilege of a predetermined amount of units or dollars of telephonic communications or
an unlimited number of telephonic communications to or from all or a substantial portion
of the persons having telephone or radiotelephone stations in a specified area which is
outside the local telephone system area in which the station provided with the service is
located.

(c) Billing Agent. “Billing Agent” shall mean any person that submits a bill to a service
user on behalf of another person who is a service supplier, reseller or billing aggregator.
A billing agent is not considered to be a service supplier for intrastate telephone
communication services provided by or billed on behalf of that person.

(d) Billing Aggregator. “Billing Aggregator” shall mean any person engaged in the
business of facilitating the billing and collection of charges for intrastate telephone
communication services by aggregating the information about telephone communication
services provided by one or more service suppliers and submitting the combined
information to one or more local exchange carriers for billing and collection. The billing
aggregator may contract with service suppliers to:

(1) receive call information detail from one or more service suppliers and submit that
call information detail to one or more local exchange carriers acting as billing agents;

(2) receive payments from local exchange carriers acting as billing agents for
disbursement as directed by service suppliers; and

(3) prepare and file returns and remit the surcharge to the Board in the manner provided
in the applicable contract.

A billing aggregator shall identify all service suppliers on whose behalf it will prepare
and file returns at such time and in such form as the Board requests.

(e) Prepaid Telephone Calling Card. “Prepaid telephone calling card” means any card, or
other identifier such as an authorization number or access code, which is purchased in
advance of use of telephone services, and entitles the holder of the card or user of the
authorization number or access code to a specified dollar amount or number of minutes of
telephone service, where dollar amounts or minutes for telephone services used are
deducted from the amount of prepaid service available on the prepaid telephone calling
card as local and long distance telephone services are provided to the user of the prepaid
telephone calling card.

Note: Authority cited: Section 41128, Revenue and Taxation Code. Reference: Sections
41007,41011,41015,41016, and 41021, Revenue and Taxation Code.




Text of Proposed Changes to
Title 18. Public Revenue
Regulation 3500. Application of the Fee Collection Procedures Law.

The fees and taxes collected pursuant to the Fee Collection Procedures Law include the
California Tire Fee, Covered Electronic Waste Recycling Fee, Marine Invasive Species

Fee, Natural Gas Surcharge, and Water Rights Fee.

Note: Authority cited: Section 55301, Revenue and Taxation Code. Reference: Sections
42464.2 and 42882, Public Resources Code; Section 893, Public Utilities Code, Section
44003, Revenue and Taxation Code; Section 1537, Water Code.

Regulation 3502. Relief from Liability.

A person may be relieved from the liability for the payment of the taxes or fees required
to be collected pursuant to the Fee Collection Procedures Law, Part 30, (commencing
with Section 55001) of Division 2 of the Revenue and Taxation Code, including any
penalties and interest added to the taxes or fees, when that liability resulted from the
failure to make a timely return or a payment and such failure was found by the board to
be due to reasonable reliance on written advice given by the board described in California
Code of Regulations, Title 18, Section 4902.

Note: Authority cited: Section 55301, Revenue and Taxation Code. Reference: Section
55045, Revenue and Taxation Code.



Text of Proposed Changes to
Title 18. Public Revenue
Regulation 4041. Common Carrier Delivery Reports.

Every common carrier making a delivery of cigarettes to a consignee in this State, the
shipment of which originated outside this State, shall report to the board not later than the
25th day of the calendar month following the calendar month in which the delivery of the
cigarettes or tobacco products was made, the following information concerning the
shipment:

(@) . .. (Unchanged);
(b) . .. (Unchanged);
(¢) . .. (Unchanged);
(d) the number of cases, bales or other containers of cigarettes delivered, and-the quantity

of cigarettes contained therein, and the quantity of tobacco products delivered, as shown
by the shipping documents; and

(e). .. (Unchanged); and
(® ... (Unchanged).

This report shall be made on a form prescribed by the Board, which may include, but not
be limited to, electronic media, and filed with the Bboard at Sacramento.

Note: Authority cited: Section 30451, Revenue and Taxation Code. Reference: Sections
30186 and 30454, Revenue and Taxation Code.




Text of Proposed Changes to
Title 18. Public Revenue
Regulation 4500. Definitions.

In addition to the definitions in Business and Professions Code section 22971, the
following definitions shall apply to this chapter:

(a) . . . (unchanged).
(b) . .. (unchanged).
(c) . .. (unchanged).
(d) . .. (unchanged).

(e) “Board” means the Board Members of the State Board of Equalization meeting as a
body or the agency created by article XIII, section 917, of the California Constitution, as
the context indicates.

(®) . .. (unchanged).
(g) . . . (unchanged).
(h) . .. (unchanged).
(i) . . . (unchanged).
() . . . (unchanged).
(k). .. (unchanged).
(1) ... (unchanged).
(m). .. (unchanged).
(n) ... (unchanged).
(0) . . . (unchanged).
(p) . . . (unchanged).
(9) . . . (unchanged).
(r) . .. (unchanged).
(s) .. . (unchanged).
(t) . . . (unchanged).
(u) ... (unchanged).
(V) .. . (unchanged).

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference:
Sections 22970, 22971, 22974.5, 22978.7 and 22979.7, Business and Professions Code;
and Section 2297m)30010, Revenue and Taxation Code.



Text of Proposed Changes to

Title 18. Public Revenue

Regulation 4508. Appeal - Denial of License.
(@) . . . (Unchanged).

(b) . .. (Unchanged).

(c) The Board shall reconsider the determination of the Excise Taxes Division pursuant to
its administrative appeals process set forth in Regulation-5023article 6 (commencing with
Regulation 5260) of chapter 2 of division 2.1 of title 18 of the California Code of
Regulations and shall grant the applicant an oral hearing if timely requested within 30
days of the date the Decision and Recommendation issued by the Appeals Division is
malled to the apphcant Any Board hearmg w111 be govemed by the rules set forth in

5084__gulatlons 5270 5271 5522 4 through 5523 1, 5523 4 through 5523 7,5 5541
through 5551, 5563, subdivisions (a) and (b), 5561 through 5563, 5571, 5572, and 5576.

(d) The order or decision of the Board upon a petition for redetermination becomes final
30 days after the date notice thereof is mailed to the applicant, except as provided in

Regulation 5560, subdivision (b)Regulation-5082.
(e).. .. (Unchanged).

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference:
Sections 22973.1, 22977.2 and 22979, Business and Professions Code.



Text of Proposed Changes to

Title 18. Public Revenue

Regulation 4701. Appeal - Appeals Division.
(@) . .. (Unchanged).

(b) Conference. Upon receipt of a Request for Appeals Conference, a conference will be
scheduled and held as set forth in Regulation-5023article 6 (commencing with Regulation
5260) of chapter 2 of division 2.1 of title 18 of the California Code of Regulations, unless
otherwise provided herein. The conference shall allow a licensee or unlicensed person an
opportunity to show cause why the Warning Notice, Notice of Violation, or Notice of
First Decision, and the penalty or penalties imposed therein, should not be upheld.

(1) ... (Unchanged).

(2) ... (Unchanged).

(3) .. . (Unchanged).
(c) Decision. The Appeals Division shall issue a Notice of Second Decision following the
conference. The Notice of Second Decision will set forth the Appeals Division's decision,
the applicable penalty or penalties, and the licensee's or unlicensed person's appeal rights,
if any, as set forth in subdivisions (e) and (f) below.
(d) . . . (Unchanged).
(e) . . . (Unchanged).
(® ... (Unchanged).

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference:
Sections 22974.7, 22978.7 and 22979.7, Business and Professions Code.



Text of Proposed Changes to

Title 18. Public Revenue

Regulation 4702. Appeal - Board Hearing.
(@) . . . (Unchanged).

(1) ... (Unchanged).

(2) . .. (Unchanged).

(3) . .. (Unchanged).

4) . . . (Unchanged).

(b) When applicable, upon receipt of the Request for Board Hearing, a Board hearing
shall be scheduled and conducted in accordance with the procedures as set forth in

508¥Regulatlons 5270 5271 5522 4 through 5523 1, 5523 4 through 5523 7. 5541
through 5551, 5563, subdivisions (a) and (b), 5561 through 5563, 5571, 5572, and 5576,
to allow the licensee or unlicensed person an opportunity to show cause why the Notice
of Violation or Notice of Second Decision, and the penalty or penalties imposed therein,
should not be upheld. Following the Board hearing, a Notice of Board Decision will be
mailed to the licensee or unlicensed person.

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference:
Sections 22974.7, 22978.7 and 22979.7, Business and Professions Code.



Text of Proposed Changes to

Title 18. Public Revenue

Regulation 4703. Seizures and Forfeitures.
@... (Unchanged).'
(b) Seizure of Untaxed Products.

(1) ... (Unchanged).

(A) ... (Unchanged).

(B) . . . (Unchanged).

(C) ... (Unchanged).

(D) . . . (Unchanged).

(2) Forfeiture. Clgarettes or tobacco products as described in subsection (b) for which
the California excise tax has not been paid that are seized by the Investigations
DivisienBoard or seized and delivered to the Board by a law enforcement agency shall be
forfeited to the state. ‘

(3) . . . (Unchanged).

(A) . .. (Unchanged).

(B) . . . (Unchanged).




(c) Seizure of Product From Persons Without a Valid License. The Board or a law
enforcement agency shall be authorized to seize cigarettes and tobacco products, whether
or not the California excise taxes have been paid, when the owner does not have a valid
license under the Cigarette and Tobacco Products Licensing Act Law. Seizures shall
include, but are not limited to the following:

(1) Unlicensed Persons.

(A) ... (Unchanged).

(B) . . . (Unchanged).

(2) . .. (Unchanged).

(A) ... (Unchanged).

(B) . .. (Unchanged).

(3) Forfeiture. Any cigarettes and tobacco products seized by the beardBoard or a law

enforcement agency as described under subsection (c) shall be deemed forfeited to the
state.

(4) . . . (Unchanged).
(d) Evidence Required-ForRelevant to Recovery of Product. Depending on the
circumstances, evidence that may be relevant to the issue of whether or not the cigarettes
or tobacco products were erroneously or illegally seized, includes, but is not limited to
the following: '

(1). .. (Unchanged).

(2) . . . (Unchanged).

(3) . . . (Unchanged).

(4 . . . (Unchanged).

(5) . . . (Unchanged).

(6) . . . (Unchanged).

(7) . . . (Unchanged).

(8) . . . (Unchanged).




(e) . . . (Unchanged).

(1) ... (Unchanged).

(2) .. . (Unchanged).
® . . . (Unchanged).
Note: Authority cited: Section 22971.2, Business and Professions Code. Reference:
Sections 22971(1) and (m), 22974.3(a) and (b), 22978.2(a) and (b) and 22980.2(c),
Business and Professions Code; and Sections 30102, 30102.5, 30103, 30103.5, 30104,

30105, 30105.5, 30106, 30109, 30163, 30431, 30435, 30436, 30438, 30473 and 30474.1,
Revenue and Taxation Code.



| Text of Proposed Changes to
Title 18. Public Revenue
Regulation 4901. Records.
(a) Definitions.
(1) "Applicable Tax Laws" means any of the following:
(A) ... (unchanged);
(B) . . . (unchanged);

(C) Ballast-WaterManagement-FeeMarine Invasive Species Fee, Public Resources Code
Sections 71200-71271; Revenue and Taxation Code Sections 44000-44008, 55001-

55381;

(D) . . . (unchanged);
(E) . . . (unchanged);
(F) . . . (unchanged);
(G). .. (unchanged);
(H) . . . (unchanged);
(D) . . . (unchanged);

(). .. (unchanged);

(K) . . . (unchanged);
(L). .. (unchanged);
(M) . . . (unchanged);
(N) . . . (unchanged);
(O) . . . (unchanged);
(P) . . . (unchanged);

(Q) Use Fuel Tax, Revenue and Taxation Code Sections 8601-9355;



(R) Covered Electronic Waste Recycling Fee, Health and Safety Code Sections 25214.9-
25214.10.2: Public Resources Code Sections 42460-42486; Revenue and Taxation Code

Sections 55001-55381;

(S) Water Rights Fee, Water Code Sections 1525-1552, 13050, 13160.1; Revenue and
Taxation Code Sections 55001-55381.

(2) . . . (unchanged).

(3) . . . (unchanged).

(4) . . . (unchanged).

(5) . . . (unchanged.)

(6) . . . (unchanged).

(7) . . . (unchanged).

(b) General. ... (unchanged).

(c) Machine-Sensible Records. . . . (unchanged).

(d) Machine-Sensible Records Maintenance Requirements. . . . (unchanged).
(e) Access to Machine-Sensible Records. . . . (unchanged).

() Taxpayer Responsibility and Discretionary Authority. . . . (unchanged).
(g) Hardcopy Records. . . . (unchanged).

(h) Alternative Storage Media. . . . (unchanged).

(i) Record Retention — Time Period. . . . (unchanged).

() Record Retention Limitation Agreements. . . . (unchanged).

(k) Failure to Maintain Records. . . . (unchanged).

Note: Authority cited: Sections 8251, 9251, 30451, 32451, 40171, 41128, 43501, 45851,
46601, 50152, 55301 and 60601, Revenue and Taxation Code. References: Sections
8301, 8302, 8303, 8304, 9253, 9254, 30453, 30454, 32551, 32453, 40172, 40173, 40174,
40175, 41056, 41073, 41129.30, 43502, 45852, 46602, 46603, 50153, 55302, 60604,
60605 and 60606, Revenue and Taxation Code.




CHANGES WITHOUT REGULATORY EFFECT UNDER
CALIFORNIA CODE OF REGULATIONS, TITLE 1, SECTION 100

Statement of Explanation

Title 18. Public Revenue
Regulation 2300, Collection of Surcharge

A. Factual Basis

California Code of Regulations, title 18, section (Regulation) 2300 generally provides the criteria
and procedures for collection of the energy resources surcharge under the Energy Resources
Surcharge Law (part 19 (commencing with section 40001) of division 2 of the Revenue and
Taxation Code). The State Board of Equalization (Board) hereby proposes to complete a textual
reference to the Energy Resources Surcharge Law and to provide more specific statutory
references in the reference note for Regulation 2300 under California Code of Regulations, title
1, section (Rule) 100.

The reference in the first paragraph of Regulation 2300 to the Energy Resources Surcharge Law,
“Chapter 3, Part 19 of the Revenue and Taxation Code”, is incomplete because it does not
contain a reference to division 2. In addition, the reference note for Regulation 2300 cites the
entire Energy Resources Surcharge Law, rather than the specific Revenue and Taxation Code
sections being implemented, interpreted, or made specific by Regulation 2300. Accordingly, the
Board proposes to amend Regulation 2300 to correct the citation in the text of the regulation and
to provide more specific references for the regulation.

B. Proposed Amendment

Rule 100 Changes to Regulation 2300, Collection of Surcharge

Rule 100 changes are proposed to Regulation 2300 to: amend “Chapter 3, Part 19” in the first
paragraph to read “Chapter 3 of Part 19 of Division 2”; and replace sections “40001-40191” with
sections “40019, 40019.1, 40020, and 40045 in the reference note.

The foregoing changes are appropriate for processing under Rule 100 because they are changes
without regulatory effect and do not materially alter any requirement, right, responsibility,
condition, prescription, or other regulatory element of any California Code of Regulations
provision. Furthermore, the changes are necessary to provide a complete citation to the Energy
Resources Surcharge Law in the text of Regulation 2300 and provide citations to the Revenue
and Taxation Code sections being implemented, interpreted, or made specific in the reference
note for Regulation 2300.
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PROPOSED AMENDMENT

Amend Regulation 2300 (Collection of Surcharge) to read as follows:

Regulation 2300. Collection of Surcharge.

Every electric utility making sales of electrical energy to consumers in this state shall collect the
surcharge from each consumer other than a consumer that is an electric utility or is exempt under
Chapter 3;_of Part 19 of Division 2 of the Revenue and Taxation Code, at the time it collects its
billing from the consumer for the electrical energy sold. A consumer is any person receiving
electrical energy furnished by an electric utility and includes a person receiving electrical energy
for redistribution for the use of his tenants.

Second Paragraph . . . (unchanged).

Third Paragraph . . . (unchanged).

Fourth Paragraph . . . (unchanged).

Fifth Paragraph . . . (unchanged).

Note: Authority cited: Section 40171, Revenue and Taxation Code. Reference: Sections 40604
4019140019, 40019.1, 40020, and 40045, Revenue and Taxation Code.
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CHANGES WITHOUT REGULATORY EFFECT UNDER
CALIFORNIA CODE OF REGULATIONS, TITLE 1, SECTION 100

Statement of Explanation

Title 18. Public Revenue
Regulation 2401, Definitions

A. Factual Basis

California Code of Regulations, title 18, section (Regulation) 2401 generally provides definitions
that apply to chapter 5.5 (commencing with Regulation 2401) of division 2 of title 18 of the
California Code of Regulations, which prescribes the application of the Emergency Telephone
Users Surcharge Law (part 20 (commencing with section 41001) of division 2 of the Revenue
and Taxation Code. The State Board of Equalization (Board) hereby proposes to update certain
definitions contained in Regulation 2401 to make them consistent with changes to their statutory
definitions, pursuant to California Code of Regulations, title 1, section (Rule) 100.

Statutes 2008, chapter 17 (Sen. Bill No. 1040), effective May 21, 2008, revised several
provisions of the Emergency Telephone Users Surcharge Law, including Revenue and Taxation
Code sections 41007 and 41016, which define the terms “service supplier” and “toll telephone
service,” respectively. Accordingly, the Board proposes to amend the definition of “service
supplier” and the relevant portion of the definition of “intrastate telephone communication
services” in subdivisions (a) and (b) of Regulation 2401 to bring the definitions in subdivisions
(a) and (b) into conformity with the revised statutory definitions in Revenue and Taxation Code
sections 41007 and 41016., respectively. The Board also proposes to add citations to Revenue
and Taxation Code sections 41015 and 41016, which define “local telephone service” and “toll
telephone service,” respectively, to the reference note for Regulation 2401.

B. Proposed Amendments

Rule 100 Changes to Regulation 2401, Definitions

Rule 100 changes are proposed to Regulation 2401, subdivision (a), to

e Create a new subdivision (a)(1) and renumber current subdivision (a)(1) and (2) as
subdivision (a)(2)(A) and (B), respectively;

e Delete “any person supplying intrastate telephone communication services to any
service user in this state, provided however:” in new subdivision (a)(1);

e Replace the deleted language with “both of the following: (A) Any person supplying
intrastate telephone communication services to any service user in this state and
providing access to the “911” emergency system by utilizing the digits 9-1-1; and (B)
Any person supplying Voice over Internet Protocol (VoIP) service to any service
user in this state and providing access to the “911” emergency system by utilizing the
digits 9-1-1.” in new subdivision (a)(1); and

e Add “Notwithstanding paragraph (1):” to the beginning of new subdivision (a)(2).
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Rule 100 changes are proposed to Regulation 2401, subdivision (b), to:

e Add “either a” between “includes” and “telephonic”;
Add “for the service” after “a toll charge”;

e Replace “which varies in amount with the distance and elapsed transmission time”
with “that varies in amount with either the distance or elapsed transmission time, or
the distance and elapsed transmission time,”;

Replace “as well as” with “or”;

e Add a space between “transmission time),” and “to the privilege of”’; and
Add “a predetermined amount of units or dollars of telephonic communications or”
after “the privilege of”.

In addition, Rule 100 changes are proposed to add citations to Revenue and Taxation Code
sections 41015 and 41016 to the reference note for Regulation 2401.

The foregoing changes are appropriate for processing under Rule 100 because they are changes
without regulatory effect and do not materially alter any requirement, right, responsibility,
condition, prescription, or other regulatory element of any California Code of Regulations
provision. Further, these changes are necessary and appropriate for processing under Rule 100
because they bring the regulation into conformity with statutory provisions that have been
amended since the regulation was promulgated and the Board has no discretion to adopt
definitions that are inconsistent with those provisions. Furthermore, these changes are necessary
to correct punctuation and provide accurate citations to the references for Regulation 2401.
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PROPOSED AMENDMENTS

Amend Regulation 2401 (Definitions) to read as follows:
Regulation 2401. Definitions.

(a) Service Supplier.

(1) “Service Supplier” means any-persen-supplying-intrastate-telephone-communieation
services-to-any-service-user-in-this-state; provided-however:both of the following:

(A) Any person supplying intrastate telephone communication services to any service user in
this state and providing access to the “911” emergency system by utilizing the digits 9-1-1; and

(B) Any person supplying Voice over Internet Protocol (VoIP) service to any service user in
this state and providing access to the “911” emergency system by utilizing the digits 9-1-1.

(2) Notwithstanding paragraph (1):

(A1) Where intrastate telephone communication services are supplied through a prepaid
telephone calling card, the “service supplier” means the person that provides access to its lines
and switches for telephone services and is responsible for deducting the amounts charged for
telephone services used from amounts of service available on the prepaid telephone calling card.

(B2) A wholesaler or retailer of prepaid telephone calling cards is not a service supplier unless
it provides access to its lines and switches for telephone services and is responsible for deducting
the amounts charged for telephone services used from amounts of service available on the
prepaid telephone calling card.

(b) Intrastate Telephone Communication Services. “Intrastate telephone communication
services” means all local or toll telephone services where the point or points of origin and the
point or points of destination of the services are all located in this state. It includes the access to a
local telephone system, and the privilege of telephonic quality communication with substantially
all persons having telephone or radiotelephone stations constituting a part of a local telephone
system and any facility or service provided in connection with local telephone service. It also
1ncludes elther a telephomc quallty communication for Wthh there is a toll charge for the service

hich 1 : ance-an AR methat varies in amount
w1th elther the dlstance or elapsed transmission tlme or the distance and elapsed transmission
time, of each individual communication as-weH-asor a service which entitles the subscriber, upon
payment of a periodic charge (whether a flat charge or a charge based upon total elapsed
transmission time), to the privilege of a predetermined amount of units or dollars of telephonic
communications or an unlimited number of telephonic communications to or from all or a
substantial portion of the persons having telephone or radiotelephone stations in a specified area
which is outside the local telephone system area in which the station provided with the service is
located.

Page 3 of 4



(c) Billing Agent. “Billing Agent” shall mean any person that submits a bill to a service user on
behalf of another person who is a service supplier, reseller or billing aggregator. A billing agent
is not considered to be a service supplier for intrastate telephone communication services
provided by or billed on behalf of that person.

(d) Billing Aggregator. “Billing Aggregator” shall mean any person engaged in the business of
facilitating the billing and collection of charges for intrastate telephone communication services
by aggregating the information about telephone communication services provided by one or

more service suppliers and submitting the combined information to one or more local exchange
carriers for billing and collection. The billing aggregator may contract with service suppliers to:

(1) receive call information detail from one or more service suppliers and submit that call
information detail to one or more local exchange carriers acting as billing agents;

(2) receive payments from local exchange carriers acting as billing agents for disbursement as
directed by service suppliers; and

(3) prepare and file returns and remit the surcharge to the Board in the manner provided in the
applicable contract.

A billing aggregator shall identify all service suppliers on whose behalf it will prepare and file
returns at such time and in such form as the Board requests.

(e) Prepaid Telephone Calling Card. “Prepaid telephone calling card” means any card, or other
identifier such as an authorization number or access code, which is purchased in advance of use
of telephone services, and entitles the holder of the card or user of the authorization number or
access code to a specified dollar amount or number of minutes of telephone service, where dollar
amounts or minutes for telephone services used are deducted from the amount of prepaid service
available on the prepaid telephone calling card as local and long distance telephone services are
provided to the user of the prepaid telephone calling card.

Note: Authority cited: Section 41128, Revenue and Taxation Code. Reference: Sections 41007,
41011,41015.41016, and 41021, Revenue and Taxation Code.
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CHANGES WITHOUT REGULATORY EFFECT UNDER
CALIFORNIA CODE OF REGULATIONS, TITLE 1, SECTION 100

Statement of Explanation
Title 18. Public Revenue

Regulation 3500, Application of the Fee Collection Procedures Law
Regulation 3502, Relief from Liability

A. Factual Basis

Chapter 8.5 of division 2 of title 18 of the California Code of Regulations contains regulations
that implement, interpret, or make specific provisions of the Fee Collection Procedures Law (part
30 (commencing with section 55001) of division 2 of the Revenue and Taxation Code).
California Code of Regulations, title 18, section (Regulation) 3502 is contained in chapter 8.5.
Regulation 3502 generally provides information about and a cross reference to criteria for
seeking relief from liability for taxes or fees, interest, and penalties under the Fee Collection
Procedures Law.

The second paragraph in Regulation 3502 lists the specific taxes and fees collected under the Fee
Collection Procedures Law, but the other regulations in chapter 8.5 (Regulations 3501 and 3503)
do not list the specific taxes and fees collected under the Fee Collection Procedures Law.
Furthermore, the second paragraph of Regulation 3502 currently lists three taxes and fees that
are collected pursuant to the Fee Collection Procedures Law: “the California Tire Fee, the
Ballast Water Management Fee, and the Natural Gas Surcharge.” However, the list is not up to
date because there are presently five taxes and fees that are collected pursuant to the Fee
Collection Procedures Law, and the name of one of the fees currently listed — the Ballast Water
Management Fee — has been changed to the “Marine Invasive Species Fee.”' Accordingly, the
State Board of Equalization (Board) hereby proposes to add a new regulation at the beginning of
chapter 8.5, move the list in the second paragraph of Regulation 3502 into the new regulation,
and update the list to reflect the specific taxes and fees currently collected under the Fee
Collection Procedures Law under California Code of Regulations, title 1, section (Rule) 100.
The new regulation will clarify that all of the regulations in chapter 8.5 (Regulations 3501, 3502,
and 3503) apply to all of the taxes and fees collected under the Fee Collection Procedures Law.

B. Proposed Amendments

Rule 100 Changes to Add Regulation 3500 and Amend Regulation 3502

Rule 100 changes are proposed to:

e Add California Code of Regulations, title 18, section 3500, Application of the Fee
Collection Procedures Law;

! Statutes 2003, chapter 491 (Assem. Bill No. 433 (2003-2004 Reg. Sess.)), section 28, substituted “Marine Invasive
Species Fee Collection Law” for “Ballast Water Management Fee Law” in Revenue and Taxation Code section
44000, effective January 1, 2004.
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e Move the second paragraph of Regulation 3502, which lists the taxes and fees
collected pursuant to the Fee Collection Procedures Law, into Regulation 3500; and

e Update the list of taxes and fees in Regulation 3500 so that it includes the California
Tire Fee, Covered Electronic Waste Recycling Fee,” Marine Invasive Species Fee,
Natural Gas Surcharge, and Water Rights F ee,” which are the taxes and fees currently
collected pursuant to the Fee Collection Procedures Law.

The foregoing changes are appropriate for processing under Rule 100 because they are changes
without regulatory effect and do not materially alter any requirement, right, responsibility,
condition, prescription, or other regulatory element of any California Code of Regulations
provision. Furthermore, the changes are necessary to update the list of taxes and fees collected
pursuant to the Fee Collection Procedures Law and clarify that all of the regulations in chapter
8.5 (Regulations 3501, 3502, and 3503) of division 2 of the California Code of Regulations apply
to all of the taxes and fees collected under the Fee Collection Procedures Law.

2 Public Resources Code section 42464.2, added by Statutes 2004, chapter 863 (Sen. Bill No. 50 (2003-2004 Reg.
Sess.), section 7, provides that “The State Board of Equalization shall collect the covered electronic waste recycling
fee pursuant to the Fee Collection Procedures Law (Part 30 (commencing with Section 55001) of Division 2 of the
Revenue and Taxation Code).”

3 Water Code section 1537, added by Statutes 2003, chapter 741 (Sen. Bill 1049 (2003-2004 Reg. Sess.), section 85,
provides that “The State Board of Equalization shall collect the [water rights] fees pursuant to the Fee Collection
Procedures Law (Part 30 (commencing with Section 55001) of Division 2 of the Revenue and Taxation Code).”
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PROPOSED TEXT OF AMENDMENTS

Add Regulation 3500 to read as follows:

Regulation 3500. Application of the Fee Collection Procedures Law.

The fees and taxes collected pursuant to the Fee Collection Procedures Law include the
California Tire Fee, Covered Electronic Waste Recycling Fee. Marine Invasive Species Fee,
Natural Gas Surcharge, and Water Rights Fee.

Note: Authority cited: Section 55301, Revenue and Taxation Code. Reference: Sections 42464.2
and 42882, Public Resources: Code: Section 893, Public Utilities Code, Section 44003, Revenue
and Taxation Code; Section 1537, Water Code.

Amend Regulation 3502 (Relief from Liability) to read as follows:
Regulation 3502. Relief from Liability.

A person may be relieved from the liability for the payment of the taxes or fees required to be
collected pursuant to the Fee Collection Procedures Law, Part 30, (commencing with Section
55001) of Division 2 of the Revenue and Taxation Code, including any penalties and interest
added to the taxes or fees, when that liability resulted from the failure to make a timely return or
a payment and such failure was found by the board to be due to reasonable reliance on written
advice given by the board described in California Code of Regulations, Title 18, Section 4902.

Note: Authority cited: Section 55301, Revenue and Taxation Code. Reference: Section 55045,
Revenue and Taxation Code.
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CHANGES WITHOUT REGULATORY EFFECT UNDER
CALIFORNIA CODE OF REGULATIONS, TITLE 1, SECTION 100

Statement of Explanation
Title 18. Public Revenue
Regulation 4041, Common Carrier Delivery Reports
A. Factual Basis

California Code of Regulations, title 18, section (Regulation) 4041, pertaining to the Cigarette
and Tobacco Products Tax, generally prescribes the reporting requirements for common carriers
that deliver cigarettes shipped from outside this state to consignees in this state under the
Cigarette and Tobacco Products Tax Law (part 13 (commencing with section 30001) of division
2 of the Revenue and Taxation Code). The State Board of Equalization (Board) hereby proposes
to amend Regulation 4041 under California Code of Regulations, title 1, section (Rule) 100 to
make the regulation consistent with common carriers’ current statutory reporting requirements.

Regulation 4041 was initially adopted in 1958 to prescribe common carriers’ reporting
requirements under Revenue and Taxation Code section (section) 30454 in the Cigarette Tax
Law and the last time it was amended was in 1968. In 1989, the Legislature revised “the
Cigarette Tax Law to conform to the adoption of the Tobacco Tax and Health Protection Act of
1988 (Proposition 99), by renaming that law the Cigarette and Tobacco Products Tax Law and
by providing that reporting and tax collection requirements applicable to distributors of cigarettes
shall also apply to distributors of tobacco products.” (Digest for Stats. 1989, ch. 634.) As part of
these revisions, section 30454 was amended to allow the Board to require the same reports from
common carriers that deliver tobacco products shipped from outside this state to consignees in
this state as are required from common carriers that deliver cigarettes. (Stats. 1989, ch. 634, §
40.) The Board now proposes to amend Regulation 4041 to make it consistent with section
30454.

Further, Revenue and Taxation Code section 30186, pertaining to reports of sales by common
carriers, was amended effective January 1, 2003, to add a provision that the reports should be “in
the form as prescribed by the board, which may include, but not be limited to, electronic media.”
(Stats. 2002, ch. 459, § 10.) The Board proposes to add similar language regarding electronic
media to the existing language in the last paragraph of Regulation 4041 to make it consistent
with section 30186.

In addition, the Board proposes to add authority and reference notes to Regulation 4041
containing citations to Revenue and Taxation Code section 30451, the “authority,” and sections
30186 and 30454, the “references,” for Regulation 4041.
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B. Proposed Amendments

Rule 100 Changes to Regulation 4041, Common Carrier Delivery Reports

Rule 100 changes are proposed to Regulation 4041 to:

¢ Add a comma after “State” and add “or tobacco products™ after “delivery of the
cigarettes” in the first part of the regulation;

e Add a comma after “cigarettes delivered”, delete “and” before “the quantity of
cigarettes”, and add “, and the quantity of tobacco products delivered,” after
“contained therein” in subdivision (d) of the regulation; and

e Add “the board, which may include, but not be limited to, electronic media,” after
“prescribed by” in the last sentence of the regulation.

Rule 100 changes are also proposed to add authority and reference notes containing citations to
Revenue and Taxation Code section 30451, the authority, and sections 30186 and 30454, the
references, for Regulation 4041.

The foregoing changes are appropriate for processing under Rule 100 because they are changes
without regulatory effect and do not materially alter any requirement, right, responsibility,
condition, prescription, or other regulatory element of any California Code of Regulations
provision. Further, these changes are appropriate for processing under Rule 100 because they
bring the regulation into conformity with statutory provisions that were revised since the
regulation was last amended. Furthermore, the changes are necessary to provide current citations
to the authority and references for Regulation 4041.
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PROPOSED AMENDMENTS

Amend Regulation 4041 (Common Carrier Delivery Reports) to read as follows:

Regulation 4041. Common Carrier Delivery Reports.

Every common carrier making a delivery of cigarettes to a consignee in this State, the shipment
of which originated outside this State, shall report to the board not later than the 25th day of the
calendar month following the calendar month in which the delivery of the cigarettes or tobacco
products was made, the following information concerning the shipment:

(a) ... (Unchanged);

(b) . .. (Unchanged);

(¢) ... (Unchanged);

(d) the number of cases, bales or other containers of cigarettes delivered, and-the quantity of

cigarettes contained therein, and the quantity of tobacco products delivered, as shown by the
shipping documents; and

(e) ... (Unchanged); and
(®) ... (Unchanged).

This report shall be made on a form prescribed by_the board, which may include, but not be
limited to, electronic media, and filed with the board at Sacramento.

Note: Authority cited: Section 30451, Revenue and Taxation Code. Reference: Sections 30186
and 30454, Revenue and Taxation Code.
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CHANGE WITHOUT REGULATORY EFFECT UNDER
CALIFORNIA CODE OF REGULATIONS, TITLE 1, SECTION 100

Statement of Explanation

Title 18. Public Revenue
Regulation 4500, Definitions

A. Factual Basis

California Code of Regulations, title 18, section (Regulation) 4500 generally provides the
definitions that apply to chapter 9' (commencing with Regulation 4500) of division 2 of title 18
of the California Code of Regulations, which prescribes the application of the Cigarette and
Tobacco Products Licensing Act (division 8.6 (commencing with section 22970) of the Business
and Professions Code). The State Board of Equalization (Board) hereby proposes to correct a
reference to the section of the California Constitution creating the Board and correct a citation in
the reference note for Regulation 4500, under California Code of Regulations, title 1, section
(Rule) 100.

Article XIII, section 17 of the California Constitution provides for the establishment of the
Board, prescribes its membership, and limits the terms of its members and has not been amended
since November 7, 1990. In Regulation 4500, subdivision (e), the definition for the term
“Board” provides that the term Board “means the Board Members of the State Board of
Equalization meeting as a body or the agency created by article XIII, section 9, of the California
Constitution” and incorrectly refers to article XIII, section 9, instead of article XIII, section 17 of
the California Constitution. Therefore, the Board proposes to amend Regulation 4500,
subdivision (e), to correctly refer to article XIII, section “17” of the California Constitution.

Revenue and Taxation Code section 30010 defines the term “person” for purposes of the
Cigarette and Tobacco Products Tax Law and Business and Professions Code section 22971,
subdivision (n), provides that for purposes of the Cigarette and Tobacco Products Licensing Act
the term “person” also means “a person as defined in Section 30010 of the Revenue and Taxation
Code.” Regulation 4500, subdivision (s), implements, interprets, and makes specific both
statutes defining the term “person” and provides that the term “person” means “a person as
defined in Revenue and Taxation Code section 30010.” The reference not for Regulation 4500
correctly cites to Business and Professions Code section 22971. However, the reference note for
Regulation 4500 does not cite to Revenue and Taxation Code section 30010. Instead, the
reference note contains a typographical error that inadvertently combines citations to “Section
22971,” Business and Professions Code, and Section 30010, “Revenue and Taxation Code,” and
cites “Section 22971(n), Revenue and Taxation Code,” which does not exist. Accordingly, the
Board proposes to amend the reference note for Regulation 4500 to delete the incorrect citation
to “Section 22971(n),” Revenue and Taxation Code, and replace it with a correct citation to
“Section 30010,” Revenue and Taxation Code, which is in fact the correct citation to the statute
defining the term “person” for purposes of the Cigarette and Tobacco Products Licensing Act.

! New chapter 9.5 (articles 1-6, Regs. 4500-4703) filed March 22, 2007; operative April 21, 2007
(Register 2007, No. 12).
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B. Proposed Amendment

Rule 100 Change to Regulation 4500, Definitions

Rule 100 changes are proposed to replace the number “9” with the number “17” in Regulation
4500, subdivision (e), and replace the citation to “Section 22971(n), Revenue and Taxation
Code” with a citation to “Section 30010, Revenue and Taxation Code” in the reference note for
Regulation 4500.

The foregoing changes are appropriate for processing under Rule 100 because they are changes
without regulatory effect and do not materially alter any requirement, right, responsibility,
condition, prescription, or other regulatory element of any California Code of Regulations
provision. Furthermore, the changes are necessary to correct a reference to the California
Constitution in and provide the correct citation to one of the statutory references for Regulation
4500.
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PROPOSED AMENDMENT

Amend Regulation 4500 (Definitions) to read as follows:

Regulation 4500. Definitions.

In addition to the definitions in Business and Professions Code section 22971, the following
definitions shall apply to this chapter:

(a) . .. (unchanged).

(b) . .. (unchanged).

(¢) . .. (unchanged).

(d) ... (unchanged).

(¢) “Board” means the Board Members of the State Board of Equalization meeting as a body or
the agency created by article XIII, section 917, of the California Constitution, as the context
indicates.

(®) . .. (unchanged).
(g) . . . (unchanged).
(h) . .. (unchanged).
(i) . . . (unchanged).
() - . . (unchanged).
(k) . . . (unchanged).
(D) ... (unchanged).
(m) . . . (unchanged).
(n) . . . (unchanged).
(0) . . . (unchanged).
(p) . . - (unchanged).
(@) . . . (unchanged).
(r) . . . (unchanged).
(s) . . . (unchanged).
(t) . . . (unchanged).
(u) ... (unchanged).
(V) . . . (unchanged).

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference: Sections
22970, 22971, 22974.5, 22978.7 and 22979.7, Business and Professions Code; and Section
2297Hm30010, Revenue and Taxation Code.
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CHANGES WITHOUT REGULATORY EFFECT UNDER
CALIFORNIA CODE OF REGULATIONS, TITLE 1, SECTION 100

Statement of Explanation

Title 18. Public Revenue
Regulation 4901, Records

A. Factual Basis

Chapter 9.9, Special Taxes Administration — Miscellaneous, of division 2 of title 18 of the
California Code of Regulations contains regulations that implement, interpret, or make specific
provisions of the Revenue and Taxation Code that are common to a number of Board
administered special taxes and fees. California Code of Regulations, title 18, section
(Regulation) 4901 is contained in chapter 9.9. Regulation 4901 generally prescribes the records
taxpayers and feepayers must maintain and make available to the State Board of Equalization
(Board) for inspection under provisions of specified special taxes and fees, which the regulation
refers to as “Applicable Tax Laws.”

Regulation 4901, subdivision (a)(1), contains the definition of “Applicable Tax Laws,” and lists
the specific special taxes and fees that are included in the definition. Regulation 4901,
subdivision (a)(1)(C), (D), and (M) refer to the Ballast Water Management Fee, California Tire
Fee, Natural Gas Surcharge as applicable tax laws, respectively. This is because:

e The Board administers all three of the fees under the Fee Collection Procedures Law
(Rev. & Tax. Code, § 55001 et seq.);

e Revenue and Taxation Code section 55301 authorizes the Board to prescribe, adopt, and
enforce rules and regulations that implement, interpret, and make specific the provisions
of the Fee Collection Procedures Law;

e Revenue and Taxation Code section 55302 authorizes the Board to examine feepayers’
books and records as necessary to carryout the provisions of the Fee Collection
Procedures Law; and

e Regulation 4901 prescribes the records feepayers must maintain and make available to
the Board for inspection under Revenue and Taxation Code section 55302.

Since Regulation 4901 was adopted in 2003, two new special fees have been enacted — the Water
Rights Fee (Wat. Code, § 1525 et seq.) and the Covered Electronic Waste Recycling Fee (Pub.
Resources Code, § 42464 et seq.), effective January 1, 2004. The Board administers both of
these fees under the provisions of the Fee Collection Procedures Law, including Revenue and
Taxation Code section 55302." Accordingly, the Board hereby proposes to add the Water Rights

! Water Code section 1537, added by Statutes 2003, chapter 741 (Sen. Bill 1049 (2003-2004 Reg. Sess.), section 85,
provides that “The State Board of Equalization shall collect the [water rights] fees pursuant to the Fee Collection
Procedures Law (Part 30 (commencing with Section 55001) of Division 2 of the Revenue and Taxation Code).”
Public Resources Code section 42464.2, added by Statutes 2004, chapter 863 (Sen. Bill No. 50 (2003-2004 Reg.
Sess.), section 7, provides that “The State Board of Equalization shall collect the covered electronic waste recycling
fee pursuant to the Fee Collection Procedures Law (Part 30 (commencing with Section 55001) of Division 2 of the
Revenue and Taxation Code).”
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Fee and the Covered Electronic Waste Recycling Fee to the list of “Applicable Tax Laws” in
Regulation 4901, subdivision (a)(1), to clarify that Regulation 4901 also applies to these two
special fees.

In addition, the Ballast Water Management Fee was renamed the Marine Invasive Species Fee
effective January 1, 2004.> Therefore, the Board also proposes to replace “Ballast Water
Management Fee” with “Marine Invasive Species Fee” in Regulation 4901, subdivision

@1)(©O).

B. Proposed Amendments

Rule 100 Changes to Amend Regulation 4901, Records

Rule 100 changes are proposed to add a semicolon after Regulation 4901, subdivision (a)(1)(Q),
add the Covered Electronic Waste Recycling Fee and Water Rights Fee to Regulation 4901,
subdivision (a)(1)(R) and (S), respectively, and to replace “Ballast Water Management Fee” with
“Marine Invasive Species Fee” in Regulation 4901, subdivision (a)(1)(C) so that the list of

- special taxes and fees to which Regulation 4901 applies is current.

The foregoing changes are appropriate for processing under Rule 100 because they are changes
without regulatory effect and do not materially alter any requirement, right, responsibility,
condition, prescription, or other regulatory element of any California Code of Regulations
provision. Furthermore, the changes are necessary to update the list of taxes and fees to which
Regulation 4901 applies.

2 Statutes 2003, chapter 491 (Assem. Bill No. 433 (2003-2004 Reg. Sess.)), section 28, substituted “Marine Invasive
Species Fee Collection Law” for “Ballast Water Management Fee Law” in Revenue and Taxation Code section
44000, effective January 1, 2004.
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PROPOSED AMENDMENTS

Amend Regulation 4901 (Records) to read as follows:
Regulation 4901. Records.

(a) Definitions.

(1) "Applicable Tax Laws" means any of the following:
(A) ... (unchanged);

(B) ... (unchanged);

(C) Ballast-Water ManagementEeeMarine Invasive Species Fee, Public Resources Code
Sections 71200-71271; Revenue and Taxation Code Sections 44000-44008, 55001-55381;

(D) . .. (unchanged);

(E) . .. (unchanged);

(F) ... (unchanged);

(G) ... (unchanged);

(H) . . . (unchanged);

(D ... (unchanged);

() . .. (unchanged);

(K) ... (unchanged);

(L) ... (unchanged);

(M) ... (unchanged);

(N) . .. (unchanged);

(0) ... (unchanged);

(P) ... (unchanged);

(Q) Use Fuel Tax, Revenue and Taxation Code Sections 8601-9355;
(R) Covered Electronic Waste Recycling Fee, Health and Safety Code Sections 25214.9-

25214.10.2: Public Resources Code Sections 42460-42486: Revenue and Taxation Code
Sections 55001-55381;
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(S) Water Rights Fee, Water Code Sections 1525-1552. 13050, 13160.1: Revenue and Taxation
Code Sections 55001-55381.

(2) ... (unchanged).

(3) ... (unchanged).

(4) . . . (unchanged).

(5) ... (unchanged.)

(6) . . . (unchanged).

(7). .. (unchanged).

(b) General. . .. (unchanged).

(c) Machine-Sensible Records. . . . (unchanged).

(d) Machine-Sensible Records Maintenance Requirements. . . . (unchanged).

(e) Access to Machine-Sensible Records. . . . (unchanged).

(f) Taxpayer Responsibility and Discretionary Authority. . . . (unchanged).

(g) Hardcopy Records. . . . (unchanged).

(h) Alternative Storage Media. . . . (unchanged).

(i) Record Retention — Time Period. . . . (unchanged).

(5) Record Retention Limitation Agreements. . . . (unchanged).

(k) Failure to Maintain Records. . . . (unchanged).

Note: Authority cited: Sections 8251, 9251, 30451, 32451, 40171, 41128, 43501, 45851, 46601,
50152, 55301 and 60601, Revenue and Taxation Code. References: Sections 8301, 8302, 8303,
8304, 9253, 9254, 30453, 30454, 32551, 32453, 40172, 40173, 40174, 40175, 41056, 41073,

41129.30, 43502, 45852, 46602, 46603, 50153, 55302, 60604, 60605 and 60606, Revenue and
Taxation Code.
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CHANGES WITHOUT REGULATORY EFFECT UNDER
CALIFORNIA CODE OF REGULATIONS, TITLE 1, SECTION 100

Statement of Explanation
Title 18. Public Revenue

Regulation 4508, Appeal — Denial of License
Regulation 4701, Appeal — Appeals Division
Regulation 4702, Appeal — Board Hearing

A. Factual Basis

California Code of Regulations, title 18, sections (Regulations) 4508, 4701, and 4702 contain
procedures applicable to appeals of the State Board of Equalization’s (Board) decisions to deny
licenses to sell cigarette and tobacco products or issue Warning Notices and Notices of
Violation, under the Cigarette and Tobacco Products Licensing Act (division 8.6 (commencing
with section 22970) of the Business and Professions Code). These regulations were adopted on
December 12, 2006, and effective April 21, 2007, and therefore cross reference the Board’s
general procedures for conducting appeals conferences and Board hearings under the Board’s
Rules of Practice' (Cal. Code Regs., tit. 18, § 5010 et seq.), which were effective until February
6, 2008, when they were repealed and replaced with the Board’s Rules for Tax Appeals (division
2.1 (commencing with section 5000) of title 18 of the California Code of Regulations). For
example, Regulation 4508 explains that an applicant may file a petition for redetermination to
appeal the Board’s initial denial of a license to sell cigarette and tobacco products and, when a
timely petition is filed, the Board will conduct an appeals conference pursuant to repealed
Regulation 5023 and grant the applicant an oral Board hearing conducted in accordance with
repealed Regulations 5070, 5072 though 5075, 5076, 5077 through 5082, and 5083 through
5087.

Repealed Regulation 5023 prescribed the Board’s procedures for conducting appeals
conferences. The other repealed regulations prescribed the Board’s procedures for conducting
Board hearings, including:

Definitions (Regulation 5070);

The quorum requirements (Regulation 5072);

Representation at hearings and powers of attorney (Regulation 5073);
The consolidation of appeals for hearings or decisions (Regulation 5074);
The timeliness of documents (Regulation 5074.5);

The briefing process (Regulation 5075);

The requirements for scheduling and noticing hearings (Regulation 5076);
The time allocated for hearings (Regulation 5077);

The scope of hearings (Regulation 5078);

The hearing procedures (Regulation 5079);

The burden of proof (Regulation 5080);

' The repealed Rules of Practice are available on the Board’s Website at
http://www.boe.ca.gov/meetings/pdf/ROP_Complete.pdf for ease of reference.
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The decision and voting procedures (Regulation 5081);

Notice of the Board’s decision (Regulation 5081.2);

The finality of decisions and petition for rehearing procedures (Regulation 5082);
Filing fees and charges for transcripts (Regulation 5083);

Public records of hearings (Regulation 5085);

The issuance of subpoenas (Regulation 5086); and

The withdrawal of exhibits (Regulation 5087).

The Board has determined that the regulations from the repealed Rules of Practice correspond
with the regulations in the current Rules for Tax Appeals as follows:

Rules of Practice

00N U AW

10.
11.
12.
13.
14.
15.
16.
17.
18.
19.

Regulation 5023
Regulation 5070
Regulation 5072
Regulation 5073
Regulation 5074

Regulation 5074.5

Regulation 5075
Regulation 5076
Regulation 5077
Regulation 5078
Regulation 5079
Regulation 5080
Regulation 5081

Regulation 5081.2

Regulation 5082
Regulation 5083
Regulation 5085
Regulation 5086
Regulation 5087

Rules for Tax Appeals

Regulations 5260-5268, and 5523 .4
Regulations 5511 and 5512

Regulation 5550

Regulations 5523 and 5523.1
Regulation 5522.4

Regulation 5571

Regulations 5270 and 5271

Regulation 5522.6 and 5522.8
Regulation 5523.5, subdivisions (c) - (€)
Regulation 5523.5, subdivision (a)
Regulations 5523.6 and 5523.7
Regulation 5541

Regulation 5551

Regulation 5560, subdivision (a)
Regulations 5560, subdivision (b), 5561, 5562, and 5563
Regulations 5576

Regulation 5572

Regulation 5523.5, subdivision (b)

No corresponding provision.

Accordingly, the Board proposes to replace the references to the regulations from the repealed
Rules of Practice in Regulations 4508, 4701, and 4702 with references to the corresponding
regulations in the current Rules for Tax Appeals, under California Code of Regulations, title 1,
section (Rule) 100. The Board also proposes to edit Regulation 4701, subdivision (¢), under
Rule 100, so that it correctly explains that a Notice of Second Decision will set forth a person’s
appeal rights, if any, “as set forth in subdivisions (e) and (f),” which both apply to a Notice of
Second Decision issued under subdivision (c).
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B. Proposed Amendments

1. Rule 100 Changes to Regulation 4508, Appeal—Denial of License

Rule 100 changes are proposed to Regulation 4508 to:

e Replace the reference to “Regulation 5023 in subdivision (c¢) with a reference to
“article 6 (commencing with Regulation 5260) of chapter 2 of division 2.1 of title 18
of the California Code of Regulations”;

e Replace the references to “Regulations 5070, 5072 though 5075, 5076, 5077 through
5082, and 5083 through 5087” in subdivision (c) with references to “Regulations
5270, 5271, 5522.4 through 5523.1, 5523.4 through 5523.7, 5541 through 5551,
5563, subdivisions (a) and (b), 5561 through 5563, 5571, 5572, and 5576; and

e Replace the reference to “Regulation 5082 in subdivision (d) with a reference to
“Regulation 5560, subdivision (b).”

2. Rule 100 Changes to Regulation 4701, Appeal—Appeals Division

Rule 100 changes are proposed to Regulation 4701 to:

e Replace the reference to “Regulation 5023 with a reference to “article 6
(commencing with Regulation 5260) of chapter 2 of division 2.1 of title 18 of the
California Code of Regulations” in subdivision (b); and

e Add “s (e) and” following the word “subdivision” in subdivision (c).

3. Rule 100 Changes to Regulation 4702, Appeal—Board Hearing

A Rule 100 change is proposed to Regulation 4702, subdivision (b), to replace the references to
“Regulations 5070, 5072 though 5075, 5076, 5077 through 5082, and 5083 through 5087 with
references to “Regulations 5270, 5271, 5522.4 through 5523.1, 5523.4 through 5523.7, 5541
through 5551, 5563, subdivisions (a) and (b), 5561 through 5563, 5571, 5572, and 5576.”

The changes do not alter the requirements for appeals conferences or Board hearings or change
the application of Regulation 4701, subdivisions (c), (e), or (f). Therefore, the foregoing changes
are appropriate for processing under Rule 100 because they are changes without regulatory effect
and do not materially alter any requirement, right, responsibility, condition, prescription, or other
regulatory element of any California Code of Regulations provision. Furthermore, the changes
to Regulations 4508, 4701, and 4702 are necessary to replace the references to the regulations
from the repealed Rules of Practice with references to the corresponding regulations in the
current Rules for Tax Appeals and ensure that Regulation 4701, subdivision (c), properly refers
to both subdivisions (e) and (f).
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PROPOSED AMENDMENT

1. Amend Regulation 4508 (Appeal — Denial of License) to read as follows:
Regulation 4508. Appeal - Denial of License.

(a) . . . (Unchanged).

(b) . . . (Unchanged).

(c) The Board shall reconsider the determination of the Excise Taxes Division pursuant to its
administrative appeals process set forth in Regulation-5623article 6 (commencing with
Regulation 5260) of chapter 2 of division 2.1 of title 18 of the California Code of Regulations
and shall grant the applicant an oral hearing if timely requested within 30 days of the date the
Decision and Recommendation issued by the Appeals Division is mailed to the applicant. Any

Board hearing will be governed by the rules set forth in Regulations- 50705072 though-5075;

5076;-5077through-5082;-and-5083-threugh-5087Regulations 5270, 5271, 5522.4 through
5523.1, 5523.4 through 5523.7. 5541 through 5551, 5563, subdivisions (a) and (b), 5561 through

5563, 5571, 5572, and 5576.

(d) The order or decision of the Board upon a petition for redetermination becomes final 30 days
after the date notice thereof is mailed to the applicant, except as provided in Regulation 5560,

subdivision (b)Regulation5082.

(e) . . . (Unchanged).

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference: Sections
22973.1, 22977.2 and 22979, Business and Professions Code.

2. Amend Regulation 4701 (Appeal — Appeals Division) to read as follows:
Regulation 4701. Appeal - Appeals Division.
(@) . .. (Unchanged).

(b) Conference. Upon receipt of a Request for Appeals Conference, a conference will be
scheduled and held as set forth in Regulatien-5023article 6 (commencing with Regulation 5260)
of chapter 2 of division 2.1 of'title 18 of the California Code of Regulations, unless otherwise
provided herein. The conference shall allow a licensee or unlicensed person an opportunity to
show cause why the Warning Notice, Notice of Violation, or Notice of First Decision, and the
penalty or penalties imposed therein, should not be upheld.

(1) ... (Unchanged).
(2) ... (Unchanged).

(3) . .. (Unchanged).
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(c) Decision. The Appeals Division shall issue a Notice of Second Decision following the
conference. The Notice of Second Decision will set forth the Appeals Division's decision, the
applicable penalty or penalties, and the licensee's or unlicensed person's appeal rights, if any, as
set forth in subdivisions () and (f) below.

(d) . .. (Unchanged).

(e) ... (Unchanged).

(®) ... (Unchanged).

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference: Sections
22974.7, 22978.7 and 22979.7, Business and Professions Code.

3. Amend Regulation 4702 (Appeal — Board Hearing) to read as follows:
Regulation 4702. Appeal - Board Hearing.
(a) . . . (Unchanged).

(1). .. (Unchanged).

(2) . .. (Unchanged).

(3) ... (Unchanged).

(4) . . . (Unchanged).
(b) When applicable, upon receipt of the Request for Board Hearing, a Board hearing shall be
scheduled and conducted in accordance w1th the procedures as set forth in Regulations-5070;

h A€ g sh-5087Regulations 5270, 5271,

5522 4 through 5523 1, 5523 4 through 5523 7 5541 through 5551, 5563, subdivisions (a) and
(b), 5561 through 5563, 5571, 5572, and 5576, to allow the licensee or unlicensed person an
opportunity to show cause why the Notice of Violation or Notice of Second Decision, and the

penalty or penalties imposed therein, should not be upheld. Following the Board hearing, a
Notice of Board Decision will be mailed to the licensee or unlicensed person.

Note: Authority cited: Section 22971.2, Business and Professions Code. Reference: Sections
22974.7,22978.7 and 22979.7, Business and Professions Code.
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CHANGES WITHOUT REGULATORY EFFECT UNDER
CALIFORNIA CODE OF REGULATIONS, TITLE 1, SECTION 100

Statement of Explanation

Title 18. Public Revenue
Regulation 4703, Seizures and Forfeitures

A. Factual Basis

California Code of Regulations, title 18, section (Regulation) 4703 generally provides the criteria
and procedures for seizures and forfeitures of cigarettes and tobacco products under the Cigarette
and Tobacco Products Licensing Act (division 8.6 (commencing with section 22970) of the
Business and Professions Code). The State Board of Equalization (Board) hereby proposes to
make minor corrections to the text and a subdivision heading in Regulation 4703 under
California Code of Regulations, title 1, section (Rule) 100.

The term “Board” is used 15 times throughout Regulation 4703 to refer to the State Board of
Equalization. The term “Investigations Division” is used one time to refer to the State Board of
Equalization, in paragraph (2) of subdivision (b). The term “Investigations Division” is
inconsistent with the use of the term “Board” throughout the rest of the regulation and should be
replaced with the term “Board” to make the subdivision consistent with the rest of the regulation.
In subdivision (c), a comma is needed after “paid” and before “when the owner”, and, in
paragraph (3) of subdivision (c), the “b” in “board” should be capitalized to make it consistent
with the 14 other references to the “Board.” Lastly, subdivision (d) discusses “evidence that may
be relevant to the issue of whether or not . . . cigarettes or tobacco products were erroneously or
illegally seized” and the heading for subdivision (d) needs to be revised to reflect the content of
subdivision (d). Accordingly, the Board proposes to amend Regulation 4703 to replace the
reference to the “Investigations Division,” capitalize the first letter in “board,” correct the
punctuation error, and revise the heading of subdivision (d) to be consistent with the content of
subdivision (d).

B. Proposed Amendments

Rule 100 Changes to Regulation 4703, Seizures and Forfeitures

Rule 100 changes are proposed to Regulation 4703 to:

e Replace the term “Investigations Division” in paragraph (2) of subdivision (b) with
“Board”;

e Insert a comma after “paid” in subdivision (c);
Replace “board” with “Board” in paragraph (3) of subdivision (c); and

e Replace “Evidence Required for Recovery of Product” with “Evidence Relevant to
Recovery of Product” as the heading for subdivision (d).

The foregoing changes to Regulation 4703 are appropriate for processing under Rule 100
because they are changes without regulatory effect and do not materially alter any requirement,
right, responsibility, condition, prescription, or other regulatory element of any California Code
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of Regulations provision. Furthermore, the changes are necessary to make the references to the
Board consistent, correct the heading for subdivision (d) to reflect the content of subdivision (d),
and correct a punctuation error.
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PROPOSED AMENDMENTS

Amend Regulation 4703 (Seizures and Forfeitures) to read as follows:
Regulation 4703. Seizures and Forfeitures.

(@) . .. (Unchanged).

(b) Seizure of Untaxed Products.

(1) ... (Unchanged).

(A) . .. (Unchanged).

(B) ... (Unchanged).

(O) ... (Unchanged).

(D) ... (Unchanged).

(2) Forfeiture. Cigarettes or tobacco products as described in subsection (b) for which the
California excise tax has not been paid that are seized by the Investigations-DivisienBoar<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>