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THE NEW TAX PITFALL YOU DON’T KNOW ABOUT
(Sacramento, February 10) In July, 2009, the state of California enacted a new Budget trailer bill, ABX 4 18, that introduced new tax filing requirements for the collection of use taxes (taxes that are owed on goods purchased from another state). Especially due to the popularity of Internet purchases and because of the large holes in state revenues during the current economic woes, many states are expending more energy to collect these taxes, but California’s new bill goes further than any other efforts to date.

The new regulation requires a person conducting business as a seller of tangible personal property in this state to obtain a special permit from the State Board of Equalization (BOE) for each place of business and also requires a person selling tangible personal property for storage, use, or other consumption in this state to register with the BOE.

In addition, a qualified purchaser must register with the State Board of Equalization and report and pay the use tax owed for the previous calendar year (along with other taxes owed) by April 15. Note that this bill would not apply to the purchase of a vehicle, vessel, or aircraft.
Because of the new paperwork and new regulatory policies required by these requirements, many businesses and individuals are hustling to ensure compliance, and taxpayers and tax professionals alike are striving to deal with confusion, tax software that doesn’t include the new regulations, and contradictory deadlines – although the state will extend the deadline for personal income tax (although not the payment requirements), currently there is no legislation in place for the extension of the use tax requirements.

Efforts are underway to petition the state legislature to allow an automatic six-month (paperless) extension for filing (consistent with state Franchise Tax Board return extensions) and to provide for penalty abatement for businesses who file 2007, 2008, and 2009 use tax returns on or before October 15, 2010. 
