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For guestions on specific forms, and availability of forus
o yaprodguction procfs for printers and computerirzed
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Franchise Tax Hoard

Tax Forms Desigrn Unit
Giva Rodrigues

Fo. Box 1468

Sacramernto, CA 958151468
{916 369-3442

For Information vegarding changes iv tax laws

Framochise Tax Hoard
Llengislative Services Hureau
Jack L. Mornvoe

P Box 1468

Sacramento, OF 988121468
(516 3694334

For practitiovner’s orders of Personal Income Tax Forms:

Frarnchise Tax Hoard

Tax Forms Regusst Unid

F. O Box 942840
Sacramanto, CR 942400070

: a
=

Fovr practitioner’s ordervs of Corporation Tax Forasg

Franchise Tax Board

Tax Forms Hegquest Unit
Fu. Box S42840
Bacramento, CR 240400570

For copies of legislative bills f{lone copy of each bill will

e furvished free):

Legisliative Bill Room
State Capitol, Room B-32
Sacramento, CR 95814

(916) 4452383




INTRODUCTION

This rveport includes a summary, in section rnumber order, of changes to
the Personal Income Tax Law (FITLY, the Senior Uitizens Property Tax
fResistance and Postpornement Law (BCPTAL), arnd the Bank arnd Corporation
Tax lL.aw (BEETVLY, enacted by the Legislature in the first-half of both
the 198990 Regular Session arnd the firvst-half of the 198%-390 First
Extraordinary Session, and approved by the Governor. A section rnuaber
ivi parenthesis below the rnumber of the section summarized indicates a
correspornding or related change was made to that sectiorn. (31 s
irncluded in the Section-By-Section Summary are chawvnges o the Business
& Prafessions Uode (BEF), Corporations Code (O, Financial Code (FLO),
Bovernment Code (G0, Unemployment Ivsurance Code (UI), anc Welfare and
Institubtions Dode (W), which are related to the PITL and the BEOTL.

MOTE:  This report does wnot include charnpges enacted on April 14, 1989,
brw AR 128 (Btats, 1989, Ch., 9, which were the sublject of a separate
report dated April 17, 1989,
Freceding the Section-By-Section Summary ares

Exemption Credits

Standard Deduction Amounts

Limited-Income Uredit Amounts

Tax Hate Schedules -~ FIT

Tax Tables — BIT

faor taxable vears beginnin

arn oy after Jarnuary 1, 1989, and ending on
o bhefore November 30, 19

followsed by:

Major BHills Vetoed
1989 Chaptered Hills
Sections HAdded, Amendsd, Repealsd

Legislative Uhange Heports (LOs), giving a brief description of the
changes made bs sach legislative bill, are indicated below most section

mumbers 1v the zummary and follow the Sscbion-By-8Section Summary. oy
more detalled information, refer to the specific bill, one copy of

which will be furnished free by the:

Legislabive Bill Hoom
State Capitol, Room B-38
Sacyrament 0E B8814
(916 44523523

Moo egislative Changes Reports {(LCs) were issued For bills which only’

made minor technicel corrections bo the PITL, SCRTAL, and B&CTL, or for
changes in obther codes related to these laws,



TAXABLE YEARS BEGINNING ON OR AFTER JANUARY 1,
AND ENDING ON OR BEFORE NOVEMBER 30, 19930

PERSONRAL. EXEMPTION CREDITS
Single, or Married filing separate return

Married filing joint retuwrn, Head of houwsehold,
ar Gualifying widow(er)

Dependent (each)
63 or over (taxpayer and/or spouse - each)
Blind (taxpayer and/or spouse - each)

STANDARD DEDUCTION

Single or Married filing separate return
Married filing joint retuwrn, Head of household,
or Gualifying widow(er)

LIMITED-INCOME CREDIT AMOUNTS
(Rournd of f to nearest dollar)

Single, Married filing separate retuwrrny, o Head of

Fere

I1f Adijusted Grass Income Is Comput

1989,

&
n
{n

%110
55
$55

55

B, 070

$4, 140

Houwseholds

entage of
atiocnal Tax

$6, 430 or less

Over % 6,430, but rnot over $ 7, 430
Over $ 7,430, but rot over % 8,450
(ver % 8,450, but rnot over $ 3,450
Over % 9, 450, but wnot aover %10, 460
Over $10, 4650

Married filing jJoint rebturn,

1O0%
BO%
BO%
G403
0%

84

and Gualifying widaow(er)

Fercentage of

If Adjusted Gross Income Is Computational Tax
12, 880 or less 1O0%
Over $12, 880, but rot over $14, 880 BO%
Over #%14,880, but rnot over $16, 8930 &0%
Over $1&, 890, but rnot over $18, 900 LO%
Over %18, 300, but not over $E80, 300 SO
Over $20, 900 O
"Computational tax” is:
Form 540 - Lime Zla, less sum of lines 23, 24, 25 and 26,
Line Zla, less sum of lines 23, &4 and 27.
Foorm 340R —~ Live 17, less sum of lives 18 and 19,
Foarm S340NR — Line &4, less sum of lirnes 33, 34 and 35, OR
Line 24, less sum of lirnes 33 and 36.

iv -

OR




COLIFORNIA TAX RATES FOR TAXABLE vEAR 1989

SCHEDULE 1.

IF THE TAXabkLE

INCOME 18 .

OVER

%0)
B, OO
$9, 528

$15, 035

$20, 873

$26, 560

@ =

BUT MNOT
OVER

Fd, 20
B9, B4 .
£15, 035 .,
Fo0, B7E .
BE, 380 .
angd aver.

GUHEDULE 2.

IF THE TAXABLE

INCOME 1% .

OVER

H

$8, 040
$19, 056
$30, 070
$41, 746
$55, 760

= =

BUT NOT
OVER

HH, 040,
£19, 056 .
SA0, 070,
B41, 745 .
B52, 760 .
and over,

SCHEDULE 3.

S0

B, G411

$19, 055

s24, DES

S 20, 400
5

35, 907

BUT NOT
OVER

B8, 04l .
1%, 055 .
B4, S6E .,
B3O, 400 .
35, 907 .
AT TIVEY.

8y

TaX SCHEDULES

(53 SINGLE TRIPAYERS
FMARRIED FILING SEPARATE RETURNS
(03 FIDUCIARY ThX RETURNG

COMPUTED 7TAaX I8 . «

. iy, OO PLUS
« E4H0, 0 HLUS
. 150, 36 BLUS
. E370. &4 ELus
. H7E0, 92 FLUS
. $1, 161. 48 LLuUs

() JOINT TOXPAYERS AND

1. 0%
e 0%
4.0
&, D%
8. 0%

G E4

OF AMOUNT
OVER . .

H03

Bl 020

9, DE8

%15, 035
€20, B73
EBZE, ZHO

{8} SURVIVING SPDUSE WITH DEPENDENTS

COMPUTED TAX I8 . . .

; $0, 00 PLUS
. $80, 40 FLUS
. $300, 78 PLUS
. €741, 28 FLUS
. $1, 441, B4 PLUS
. $2, 382, 96 PLUS

(A UNMARRIED HEQAD OF HOUSEHOLD

COMRPUTED TAX IS5 . . .

1. 0%
i O%
bo D%
Ga %
8. 0%
Fe E%

OF AMOUNT
OVER . .

3

$8, 040
$19, 056
$30, 070
$41, 746
5, TEO

. S0, OO0 BLUS
. BHB0, 41 PLUS
- SI00. £9 PLUS
. $520. 97 FLLUs
. F871. 25 LS
. $1,511.81 FLUS

1o 0%
e 0%
4, O%
e O%
8, 0%
. B

OF aMOUNT

OVER . .
O
$8, 041

$19, 055
$24, S62
$30, 400
$35, 907



California Tax Ta

Yo Find Your Tax:
1. Find the amount of your taxable income on line 18 of Form 540
2. Read down the column Hilied " Your Taxable Income is .

3. Read across the column titled “The Tax For Filing Séaia& § nd the amount of tax which applies to your filing status.

le

" Find the amounts which apply 1o your taxable

income.

i Your Taxable The Tax For ¥ Your Taxabis The Tax For ¥ Your Taxable The Tax For

Income s . . . Filing Status income ls . .. Filing Slatus fncome Is . .. Filing Status
At Bul Mot | 1Or3 2018 & At ButNot | 10r3 20r8 4 1A% ButMel 103 20¢5

Least Over ig is fs ilLeast Over s is fs |Least Over is is

$1 gs5¢ 0 20 6,550 590 68 12,951 §13,050 289 180
$51 €150 1 1 6,850 $52 56 13,051 §13,180 293 g8z
$151 §250 2 2 6,750 584 &7 13,151 £13,28¢ 287 184
§251 $350 83 3 6,850 §98 68 13,251 §13,350 301 188
$351 $450 4 4 6,850 $08 59 13,351 £13,45¢ 305 188
$451 5590 %5 g 7,050 100 7¢ 13451 £13,550 $309 196
$551 $650 ] & 7,150 102 71 13551 $13,850 $318 132
3651 £750 7 7 7,250 104 72 13651 £13,750C 317 194
5751 $8590 8 $8 57,350 106 73 13,751 £13,850 321 198
$851 $850 %9 $2 7,456 108 74 13,851 $13,550 325 188
$951 81,650 510 7,550 110 375 13,951 £14,056 328 200
1,05% 1,150 $11 7,850 112 78 14051 $14,15¢ 333 202
1,151 1,250 %12 7,750 114 It 14,181 §14,250 337 204
1,251 1,350 12 7,850 118 78 14,251 $14,350 341 $208
$1,351 1,450 $14 7,850 118 75 14,351 $14,450 345 208
51,451 £1,550 $15 8,650 $120 80 14,451 $14,550 2349 210
1,551 1,650 18 £8,150 $122 82 14,551 $14,850 353 212
1,851 §1,750 $17 8,250 124 84 514651 14,756 357 214
1,751 1,850 $1i8 § 8,350 $128 886 14,751 $14,850C $361 218
1,851 %,950 319 $1% 8,450 $128 88 14,851 $14,850 $385 218
$1,551 2,050 $20 $20 8,550 $130 15,050 $369 220
2,051 2,150 het %21 38,650 132 18,180 1375 222
2,151 2,256 22 22 8,750 134 15,256 381 224
2,251 2,350 23 23 t 8,850 136 15,350 387 228
2,351 2,450 $24 $24 , 8,950 v138 315,450 393 228
2,45% 2,55¢ 25 $8,951  $5,050 140 15,550 359 230
2,551 2,650 26 18,051 5,150 142 15,650 405 232
2,651 52,750 27 8,151 9,250 144 5,750 411 234
2,751 2,850 28 G,251% 9,350 %146 515,850 2417 238
2,851 2,950 29 $,351% 3,450 %148 15,850 $423 238
$2,951 3,080 36 9,451 9,550 150 16,050 429 5240
3,051 3,150 31 $5.551 9,650 153 48,150 435 242
$3.1581 3,250 32 $9.65 9,750 157 15,250 441 244
3,251% $3,350 $33 9.7 9,850 161 16,350 447 248
$3,351  §3,450 334 $9,350 5165 16,450 453 248
$3.451 53,550 35 £10,050 165 18,550 459 250
3,551 3,650 36 10,150 173 16,650 485 252
3,651 3,750 37 10,256 177 16,750 471 254
3,751 3,850 38 10,356 $181 $16,850 477 258
£3,851 3,850 339 10,450 $188 8,950 2483 258
$3,851  $4,050 40 10,5506 $189 17,050 5489 268
4,051 $4,15¢ 42 $10,650 $193 17,150 485 262
4,151 4,250 44 10,750 197 17,250 501 264
$4,251 4,350 48 16,850 $201 17,350 1507 3266
$4,351 4,450 $48 19,550 $205 17,450 513 288
4,451 4,550 &50 11,050 $209 17,550 513 270
4 551 4,650 552 $11,150 $213 $7,650 525 272
48651 24,750 $54 \ €14,250 $217 £47,750 $531 274
4,751 4,850 $58 11,25% 511,356 £221 17,850 537 278
4,851 4,850 %55 11,450 %225 7,956 543 278
54,851 5,050 . 460 451 §11,550 $229 18,050 $549 280
5,051 5,15C $62 1,551 $11,650 $233 15,150 555 282
5,151 5,250 $64 11,651 11,750 $237 218,250 561 284
5,251 5,350 566 11,7517 $11,850 $241 18,350 5567 288
5,351 5,450 $58 11,851 $11,850 $245 i 8 35‘% 18,450 573 288
$5,451 5,550 $7¢ 11,851 $12,650 $248 160 %8;@5? 18,550 §57 298
$5,551 5,650 g72 12,051 £12,150 $253 162 18,850 588 252
45 851 5,750 §74 12,157 $12,250 §257 164 18,750 591 284
$5,751  §5,850 §76 2251 $12,356 %261 168 18,850 597 $298
$5,851 5,950 378 2,387 $12,450 $265 168 18,350 503 258
$5,951 8,050 $80 12451 $12,550 $268 170 8,050 609 2300
$6,051 6,150 582 12,551 $12,650 §273 172 $15,150 515 302
$6,151 6,250 $84 12,651 312,750 $277 174 19,250 621 308
$6,251 £6,350 %8s $12,751 $12,850¢ 2281 i7¢ 18,350 627 310
$6,351 8,450 $88 12,851 $12,850 $285 178 $18,450 §633 314

Long Tax Form Booklet 1988




Californi

X ? € — Continued

if Your Taxable The Tax For if Your Taxable The Tax For i Your Taxable The Tax For
Incomels . .. Filing Status income is . .. Flling Status Income ls . .. Filing Status
At But Mot 10r3 20r5 4 1At But Mot 10r3 20r8 At But Not 10r3 20C¢5 4
Least Over is Is fs jLeast Over is is Least Over is lg ig
19,451 $18,550 638 318 26,451 228,850 §1,173 558 $3%,556 $1824 §947
18,551 §18,850 $645 322 26,551 $28,656 41,182 602 33,650 $1,833 £683
19681 $18,78¢C $651 328 26651 $28,750  $1,191 606 33,750 $1,842 g£a58
16,751 gig.a88 $857 £330 26,751 $28,858  $1.201 610 £33,850 §1.852 §065
15,851 §19,850 663 £334 26,851 £25,850 $1.270 514 . 23,856 §1.881 $971
18,851 $26,050 $669 $a38 26,851 $§27,050 §1.z219 (31 | 333,951 §34.05¢ 31870 $a77
§€20,051 8§20,15¢ 675 342 27,051 $27,1506 §1228 $g22 34,051 £34,150 §$1.878 2983
20,151 &20,250 %681 348 27,1581 $27,250  $1,238 £26 34,151 $£34,25¢ %1889 £989
20,251 €20,350 $687 350 27251 $27,350 %1247 2630 34,251 $34,350 1,888 $995
20,351 €20.450 $6383 354 7351 $27,450 $1.256 534 34,351 $34.450 31807  €1,001
$20.451 $20,550 %609 £358 $2745%7 $2758%6 %1266 2638 534451 834,850 1,917 §1,007
$20.551 $20,850 %705 352 27551 227,656 §1275 842 34551 $34,650 1,826  §1.013
320,651 &z2p,75¢ 5711 386 27651 §27,750 1,284 646 4651 £34,756¢ 51935 §1.019
$20,751 $20,850 §717 370 27751 g27.850 1,294 850 34,751 34,850 $1.945 1,025
$20,851 $20,850 $723 374 $27851 §27,950 1,302 854 34,851 $34,950 $1.954  $1,031
$20,951 321,050 731 378 $27,951 $28,05¢ 1,312 858 34951 $35,0506 §1962 1,837
£21.,057 %21,150 $738 382 20 828051 228,150 1,321 562 350851 $35,15¢ 1,872 1,043
21,151 $21,258 $747 386 1528151 $28,250 1,331 666 35,181 £35,280 1,982  £1,049
21,251 $21,356 755 340 $28251 $28,350 1,340 670 35,251 £35,35¢0 1,891 1,058
21,351 £21,450 763 $384 $28,351 £28,450 $1,349 874 35,351 $35,450 32000 1,081
21,451 $21,550 5771 £398 $28,451 €28,55¢ 1,358 $678 $35,451 355806 &2.010 1,067
21,5581 $21,650 $779 %402 $28551 &28,850 1,368 £82 355581 $38850 32019 $,673
218651 $21,788 %787 2406 28651 $28,750 1,377 688 35651 €35,75¢0 §2,028 1,878
$21,751 §21.850 §785 418 28,751 $28,850 1,387 696 535,751 835,880 %2038 1,085
21,851 $21,850 $803 414 $28.851 £28.8%¢ 1,368 2694 35851 £38,880 %2047 1.091
21,8581 $22,0650 $811 418 $28,951 $28,050 1,408 698 § $35951 %36,050 $2058 §1,097
220581 %2280 819 422 §26.051 628,150 1414 7oz 1536,051 236,150 52065 1,103
$22,151 22,250 $827 4286 1520151 §28,25¢ 1,424 708 36,151 838,280 82075 1,108
522,251 $22,.358 $835 430 $26,251 $29,35¢ 51433 710 36,251 836,35¢ $2,084 §1.715
22,351 $22,450 $843 434 $20351 $29.450 §1.442 714 36,351 $38,450 52093 1,121
22,451 $22,558 3851 438 28451 $2¢,550 $1,452 718 $36,451 $38,550 §2,103 1,127
225851 $22,850 4859 442 28,551 528,680 1,481 722 36,551 836850 82112  $1,133
22851 $22,750 887 448 § 28651 $28,750  $1.470 728 36651 §38,75¢ %2121 1,138
22751 §22,850 $875 450 § $29,751 $2%,850 1,480 730 £36,751 $38,858  §2131 41,145
$22,851 222550 8883 454 - §20851 €25,850 1,489 734 36,851 $£38,850 $2140 81,151
$22951 $23,050 %891 458 1320951 30,080 $1.4088 €738 36,951 $37.050 32,145 1,157
$23,051 §23,150 $898 462 | 530,051 530,150 $1.507 £743 37051 §37.180 %2158 1,162
$23.151 $23,280 $4907 486 30,151 §30,250 51,517 §749 37151 £37.25¢ $2,168 1,168
$23,251 $23,350 $915 476 30,251 $30,35¢ §1.528 758 37251 £37,380 $2.1477 1,178
$23,351 %23,450 %823 474 $30,351 835,450 $1,535 $781 37,351 §37,450 $2186  g1,181
$23.451 $23.850 5831 478 1530451 £36,556 %1545 767 37,451 $37,556 $2,196  §1,147
$23551 $%23,850 £839 482 < 830551 ganese 1,654 772 37,551 $37.650 52205 £1,183
$23851 $23,75C $947 488 £30,851 $30,750 1,563 778 37,651 237,750 %2214 1,188
$23,751 $23.850 $955 450 1830751 gapes0 31573 785 37,751 37,850 $2224 1,205
$23,851 $23,050 %663 454 1830857 $30,950 1,582 781 $37851 $37,956 $2233 §1.21%
$23.951 $24,050 $971 $498 30,851 $31,050  $159% g797 37,951 $38.050 52,242 4,217
$24,051 $24,150 879 502 1 831,051 $31,150 1,600 803 38051 238,150 42281 21,223
$24,151 $24,250 $887 506 1 331,151 $31.280 %1810 809 38,181 $38,250 $2261 21,229
$24251 $24,350 %065 510 1 $31.251 $£31.,350 1,618 818 38,251 S38350 352270 §1,235
$24351 §24,4580 %1002 544 1831351 $31.45¢ 1,628 2821 538,351 838,450 82278 1,244
$24,451 $24,55¢ 31011 518 ! $31,550 $1638 827 $38,451 538,550 %2289 1,247
$24,551 $24,650 31019 522 31,650 1,647 833 $38,551 $38,6850 $2298 £,253
$24 651 $24,75¢ 31,027 528 31,756 1,656 239 $38851 838730 $2,307 $,25¢
$24,751 %24,850 $1.035 $530 $31,850 %1668 %845 $38,751 $38,850 32317 1,265
$24,851 $24,880 31043 £534 $31,95¢ §1875 851 $38 851 $£38,85¢ %2326 1,271
$24 951 $280650 31051 538 §32,05¢ $18684 %857 $38,951 $3%.058 $2335 1,277
$25051 $25,150 - $1.05% 542 $32,150 1,633 B&3 $30051 £36,180 §2344 §1.283
$25,151 $25.250  $1.067 548 £32,250 1,703 $a6% $38151 $39,250 §2354 §1.289
$25251 §2535¢ $1.075 550 $32,350 %1712 878 $39,251 $3%,355 %2363 1,235
$25351 $§25,45¢ $1,083 $5584 $32,450 $1,721 881 $39.351 $38,450 %2372 1,301
$25451 8253550  $1.091 558 $32,55¢0 1,731 2887 18384581 $39,550 2382 1,307
$25,551 $25.850 1,089 562 §32,650 1,740 £33 13538551 $39,850 %2301 1,313
$25651 $25,750 1,107 568 $32,750 1,748 89% 1539651 238,750 $2400 %1313
$25751 §25,850 1,115 570 $32.850 1,759 5805 L 839,751 £38,850 32410 1,325
$25851 $25,85¢ §1.123 574 $32,850 1,768 8911 1 $39,851 838,850 $2419 $13%:
$25851 $26,650 1,131 5578 £33,050 31,777 $917 1$38,851 40,650 $2.428 1,357
326,051 $26,150 1,138 582 £33,156 1,785 923 $40,051 240,150 $2,437 21,343
$26,151 $28,250 51,147 586 ; $33,250 1,786 929 $40,151 340,256 $2,447 1,343
$28,251 $28,350 1,185 §80 | egn | $33,251 £33,3590 1,805 935 $40,251 $40,350 $2.456 1,358
$26,351 $28,450 1,183 594 001 18330351 §33,450 1,814 841 $40,351 $40,450 $2465 1,361

- vii -

Long Tax Form Booklet 1989



California Tax Table — contines

i Your Taxable The Tax For i Your Taxable The Tax For if Your Taxable The Tax For
income ls ... Filing Status incomels ... Filing Slatus Incomels... Filing Status
At But Not 10r3 20¢5 4 A Bul Not 10r3 206rs 4 At But Not 10r3 20r8
Least Over is is s {Least Over ig ls is jLeast Over is is
$40,451 $40,850 2475  €1,387 44 951 £45 050 2,893 1,702 . 45,451 249,550 $3312 2,062
$40,551 $40,650 52484 £1,373 45051 245,150 2,802 i,718 40,551 $49,850 53,321 $2,070
$40651 840,750 2483 %1379 45151 $45,250 2,812 21,718 49651 $49,780 $333C 32,078
$40,751 $40,850 2,503  §1,385 45,251 $45,350 §2,921 1,726 48751 $49,850 $3340 S2.088
$40851 $40,85¢ $2512 $1,381 45351 §45,450 2,930 £1,734 540 851 $48,850 $3,348 22,094
$40,951 $41,050 2,521 $1,397 45,451 $45,35¢ %2840 1,742 45,951 $50,080 $3,358 2,102
$41,051 $41,150 $2530 §1,403 $45551 $45,650 52949 §1,750 550,051 $80,150  $3.367 2,110
$41,151 $41,250 2,540  $1,409 45651 $45,750 2,958 51,758 50,151 $50,2806 $3,377 22,118
$41,251 $41,350 2,549  $1,415 $45751 $45,850 $2.9568 1,768 50,251 €50,356 $3,386 2,126
$41.351 $41,450 2,558  $1,421 $45 851 $45,850 2977 1,774 550,351 $50,450 $3,395 $2,134
$41451 $41,550 $2,568 §1,427 $45951 %46,056 2,986 24,782 $50,451 €50,850 3,405 2,142
$41,551 $41,650 $2577 $1.433 $46 051 %46,150 $2995 1,790 $50,551 $50,850 $3414 $2,150
$41651 $41,750 $2586  $1,439 546,151 $46,250 $3005 1,788 £$50,651 $50,75¢ $3423 §2,158
$41,751 $41,8580 $2596 £1.446 1$46,251 $48,350 3,014 1,806 $580,751 $50,856 $3,433 2,166
$41851 $41,850 32805 $1,454 1$46,351 £48,450 3023  $1,814 $50,851 $50,950 %3442 2,174
$41.951 $42,650 $2614 $1,462 1 546,451 $48,550 $3033 1,822 50,051 $51,086 $3451 $2,182
$42,051 $42,150 $2623 $1,470 1546551 $46,650 $3.042 1,830 51,051 §51,150 $3460 §2,180
$42,151 $42,250 $2633 §1,478 1 $46651 §46,750 33.051% 21,838 51,151 $51,250 $3470 $2,168
$42,251 $42,350 325642 $1,488 $46,751 $46,850 §$3.061 1,848 51,251 $51,35¢ $3479 $2,208
$42,351 $42,450 $2651 £4,494 $46,851 $46,850 $3070 1,854 51,351 $51,450 $3488 $2,214
$42,451 $42,550 $2,661 $1,502 15480951 $47,050 $3079 1,882 51,451 $581,550 $3,408 §2,222
$42.551 $42,6506 $2670 $1,510 $47,051 $47,156 $3,088 1,87¢ 51,561 $81,65¢ §3507 $2,23¢
$42651 $42,750 $2879 $1,518 $47.15% $47.250 $3,008 1,878 51851 $51,750 $3516 52,238
$42,751 $42,850 $268%  §1,526 $47.251 $47,350  $3.107 1,888 51,751 $81,85¢ $3526 2,24€
$42.851 $42,850 $2698 $1.534 $47351 $47,450 $3,116 1,894 51,851 $51,880 $3535 2,254
$42951 $43,080 $2707 $1,542 $47.451 $47,850 §3126 1,802 £1,851 $52,08¢ $3544 $2,282
$43051 $43,150 $2716  $1,550 $47,551 $47,850 $3.135 1,810 52051 $52,180 $3553 22,270
$43,151 $43,250 $2,726 $1,588 $47,651 847,750 $3,144 1,818 52,151 §52,250 $3563 2,278
$43251 $43,350 $2,735 $1,568 $47.751 $47,850 $3,154 1,926 52,251 $52,350 $3572 $2,288
$43,351 $43,450 %2744 $1,574 $47.851 $47,950 $3,163 $1,834 52351 $52,450 $3,581 $2,294
$43.451 $43,550 $2754  §1,582 B47,951 $48,050 $3.172 $1,%42 $52.45%1 $52,550 $3,591 $2,302
$43,551 $43,650 $2763  $1,590 48,051 $48,150 3,181 £1,850 $52551 $8%2,850 $3600 52,318
$43.651 $43,750 %2772 1,588 P48 151 $48,250 3,161 §1,858 $52,851 £52,750 $3608  $2,318
$43,751 $43,850 $2782 §1,606 48251 $48,350 83200  §1,968 $52,751 $52,850 $3619  $2,327
$43.851 $43,950 %2791 $1,614 48,351 $48,450 $3200  £1,974
243‘951 244,053 S%,SOO 31,622 48451 $48,550 53,215 4,582

44051 $£44,15 $2,809 1,830 248551 $48,650 3,228 1,880
$44.151 $44.250 $2810  §1.638 487651 $48.750 $3237  $1.998 OVER  S52.850 $3624 $2332 $2888
$44251 $44,350 52828  $1,646 48751 $48,850 $3247  $2,006 PLUS 9.3% OF THE AMOUNT OVER $52,850
$44351 $44,450 $2837 §1,654 $48 851 $48,850 $3256 $2.014
$44 451 $44,550 $2847 $1,862 48951 $49,08¢ 33265 §2,022
$44,551 $44,650 $2.856 $1,670 49051 $48,156 $3274 2,030
$44 651 $44,750 $2865 $1,678 1$49.151 $49,250 $3.284  $2,038
$44,751 $44,850 $2875 51,688 1%40,251 $45,350 $3.293 22,048
$44 851 $44,950 $2884 $1,694 1 $48.351 $49,450 3,362 $2,054

Californi
Sales And

Use Tax

2@ I you purchased goods from an out-of-state

refaiter (such as a mall-order frm) and sales tax
would have baen charged if you had purchased
the goods in California, you owe use tax on vour
purchase if the out-of-state retailer did not collect
the tax. Your tax liability may be calculated by
mulliplying the sales lax rate in your area limes
the cost of the goods purchased. You may pay
your tax liability by sending payment 1o the

State Board of Equalization, PO, Box 942879,
Sacramento, CA 94279-0001, with a brief jetier
listing your name, address, a description and
cost of the goods purchased, and the name and
address of the ocut-of-siate retailer.

if you have a guestion as to which goods are
taxable, you should contact the nearest office of
the State Board of tqualization whose address
and lelephone number may be found in the State
Government section of your telephone directory.

Long Tax Form Booklet 1888

- viii -
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MAJOR BILLES VETOED

(Bradley) “BRODLEY FORMMORKERS HOUSING AEDISTANCE -aCT OF
1989. % Would establish a rew tax credit for farm-
worker housing donated to a rnowmprofit corporation
o & local publio entity.

Reasorn For vebo: Urnder existing law the Department of
Housing and Community Developmernt (HED) administers the
Uffice of Migrant Services which contracts with local public
and ronprafit agencies for the cornstruction and operation of
temporary housing For migratory agricultural workers. Fryres e
celtion 84, recently approved by the voters, auwthorized the
sale of %10 million in gensral obligation bonds fto provide
agditioral revenus for the program. In addition, existing
law reguires HUD fto use any excess funds appropriated by th
Budpget tict to assist in the development of at least 100
Family units of migrant farm labor housing, for use by farm
labaor employeess and their families within the counties of
ITnperial, SBan Diego, Riverside and Madera,

Mﬁvaav@fﬁ HOD spornsored legislation this yvear, 8B 726 (Chap-~
te 134771389 and SB 1290 {(Chapter 1156/198%9), to conbtinus
t?@ exizting state low-income housing tax crgaltgg which are
heduled to expive on Jarwary 1, 19906, I also recently
signed SB 70 (Chapter 46/198%9) which authorized the carryover
of approximately $27 million in unused 1987 state tax credits
fors allocation in the current yvear,

Ivs light of these current @&Qgramﬁg I am wot convinced that
thias legislation isg ﬂ&ﬁ%?%ﬁ; a Bdditionally, the pill would
result 1n a revenus loss bo t%e Gerneral Fund arnd take Cali-
fornia further away from federal tax conformity. Finmally,
the measure raises several concerns regarding its work-
ability: wncertainty as to how HEOD and local agenciss would
enforcs &Q?@ﬁﬁﬂfa% mgiw&%ﬁ the taxpayer and rnonprafit entity,
the lack of arny mechanism oo ensure that appraisals of
domnated lard are accurate, Ané the lack of any provisions to
aseure the finarncial viability of sach project or to address
cjects that become economically unfeasible.

{(Marbks) CHORITABLE CONTRIBUTIONS: ARTISTIC PROPERTY  Would
gstablish & special persornal income tax oredit for
artists who domate their works of art to [al btax—
exempt ovrganizatiorn.

Reason for weto: Olthough the intent of $this bill o ern-
courage the donatilon of artworks s worthwhile, I believe the
gains we have made in simplifyving tax returns prepacabtion
theaough close conformity with fedevral law should be main-
tained. This bill would be a move backwards, oreating new
differences betweern state and federal itemized deductions and
credits. The potential benefits to be derived from this bill
o not appesy sufficient to justify ancther area of noncon—
Fformity.




SB 13396

In addition. I am concerned about the potential for ftax
avoidance. This credit would rot be limited inm amount, as
are charitable deductions. Thus artists could eliminate
their tax liability entirvely by the use of this credit.

{(Hopp) QUALIFIED HOUSING PROJECTS UWould repeal the sunsetb
date for the SO0-percent tax exemption on the gsain
from the sale of low-income housing. Would also
provide that the gain realized from the exchanpe of
low=—income housing for "like-kind® propeviy be
taxed, urnless the low-income housing is transferved
s certaln nonprafit or govermmental entities.

Heasorn for vetos I am concervned that the elimination of the
"like-kind" exemption will be ilmposed even 1Ff the low-iveome
housing is tramsferred to a private owner who continues to
operate the property as low-income housing.,  This would be
unfair to taxpavers who may have relied on the existernce of
this benefit when they acquired thelr low-income housing.

I am alss concerned that this bill would move the state
further away from Ffederal conformity, thus complicating tax
rEburyr prepa-ration, Ivi addition, since federal tax con-
sequances are the primary consideration in dnvestment de-
cisions, I oam nobt convinced that state tax incentives such as
propogsd by this bill are effective. Instead, they could
merely provide windfall tax savings for behavior that would
have ocourrved in any svenb.




19689 CHAPTERED BILLS

BHILL NUMBER CORDEKR

Bill No. Chapter No. LD HWo. Bill Ho. OChapter No. LO No.
alk 251 899 o SH 70 46 893

BB 446 1042 8925 SHE 71 1074 85~17
BB 482 A 89—4 88 152 1440 B89-135
RE 647 1461 B9~-20 SR =227 1891 85-13
aE &48 HO0 896 8B Z&9 1410 e e e e
A 7i4 249 897 gB 270 291 e
Ak B0z 1352 B9-55 8B 517 440 e e
8B 861 39 e o e s 35 5681 B
AR 9El 1314 B4 8k 432 10930 B33

mE 98E i 8919 SR 7OE D54 89~-10
AR 1zZ8a 1060 e SH O 7o 1347 BE-14
faR 1308 1091 58 742 =95 e e
aBE 1463 1EE7 Sk 748 LEse 8a3-18
OB 1904 1359 88 1207 7 BY-16
A} SEO1E90 1186 8911
AR SR 34X 16X Y92t
AR
aR

CHARTER NUMBER ORDER

Chapter No. Bill HNoo LG R, Chapter No. Hill Mo, LE Mo,
41 Ak Za4z 89— 1090 58 43T 899

i S8 70 859-3 aB 1308 838

=291 S8 270 o e Sk 1290 89-11
=35 BH 74z e e SHO748 BO-—-18
AR 714 853-7 ap 1463 8912
AR 482 B9-4 RE 2346 8921

58 317 T _

SE 2E7 B89-13
AB 951 BY~E4
SE 7EE 8914
AE BOE 8925
AE 1904  —eeee
AB 1510 =
BB 269 ~e—e-
SB 192 89-15
AB 647 8- E0
AB 36X 8926
SR 34X 8926
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Mote 1z QB 364 arnd BE 24X were ernacted by the Legislaturs in the
firgt-hal?f of the 1989-90 First Extraeaocrdinary Session.

Mote 2: Legislative Change Reports (LCs) not dissued for bills which
made only minor ftechnical corrections to the FITL, SCPTAL, and the
B&ECTL, ov for bills which made changes to other codes relating to
programs administered by the Franchise Tax Board.

Mote 3: AR 158 (Stats. 1989, Ch., 9 is wot included irn the above
listivngs, a5 this bill was the subject of a separate report dated fApril
17, 1989,



SECTIONS ADDED, AMENDED, REPEALED

Section Action Page Section %g‘;%gﬁm
BUS INESS AND PROFESSIONS CODE 17076 fmended 9
GRT1.EL-91. 48 Amernded oA L7085 Gmended 9
L7OEE fdded 9
CODE OF CIVIL FROCEDURE 17054 fidded ]
FOB, 70 Amended 54 17095 fdded 9
TR, 740 Amended 39 17133 fAmended 1
TOs. 780 Amended 39 17134 Gmended 10
17183 Amended 10
CORPORATIONS CODE 17154 Amended 1O
SB1E.5 Amended 39 17156 Repealed 10
e A= POl ) fidded 40 17158 Bmendeaed 10
17160 fAmended 10
FINANCIAL CODE L7206 Repealed 10
FAni= e fmaended 40 1707 Amernded 10
17210 Repealed 10
GOVERNMENT 172358 Added 10
TOTFE fAmended 403 17841 fmevded i1
PARY IS Simended i 17261 Amernded 11
Fose pimended 41 LERTO Amended 11
1419, 3 Hmendad 41 17E7L Amended i1
17ETE Hepaaled i1
REVENUE AND TaXa7TION GO L7E7E fAdded 11
17030, fdded i VEETE PAmenced i1
L7020, 12 Added i 17E7E Bmended il
170845 Amernded i 17871 fHmended i1
1707 Repealad o 178788 FAmended 11
170534 Amernded = 7T fdded =
L7059 Omericad &= 17879 fdded 1
1704l fmerded 3 17289 Amended e
17043 Hmencded & 17502 Gdded 1
17082, 4 Pmernded KA 17504 fAmended i3
L7052.5 Odded 3 17506 fAmended 13
170829 Gmended & 1?3i; fiddded 13
170uhs11 Amended 4 17518 Hepealed 13
o famended 4 17551 fAmended 13
Hdded 4 17551.5 Amendead 14
famended = 17559 fdded 14
Smended 5 T7560 Bmended 14
fdded 5 17562 fFmernded 14
Hdded & 17865 fidded 14
1?@53.? Lmended & 17564 Added i4
17053, 1 Added & 17865 fdded 15
17053, 20 HAmended 7 17566 fidded 15
17054, 8 fmendead 7 L7570 fdded 18
17055 famerided 7 17671 Gmended 15
LTOET Amendead 7 17854 fdded 15
17058 Amernded 7 1793z fmended 1&
LAV S fBmended 8 18061 Smended 16
1706 Smerided & LEOGOE Smended 16
P708e4 HAmendaed 8 LBOEE. 5 fimernded e
1707 fAmended & 18044 fAmended it
17075 Hmerded o3 1816 Omernded 1
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Sect ion fAction Section fiction Pags
E4457 Fmended 33 S4B833 fmended 6
24513 fAmended 33 e B Amernded SE
ZaEZI famernded 33 249555 Gmended 3
E4541 Amended 54 Z4994 fAmernded E7
2456 fAmended 24 25107 Amended 3
=4585 Repesaled 34 =511 Smended a7
ol SR o Amernded G4 25561 Amernded a7
24e0l PFmendead 35 =5901c Amended 3
ELEEE fAdded 35 25934 Omended E7
CAE3E. S Amernded S5 25951 Amended 38
D47 Amended 35 P ke ol W Amended S8
SAESE fmended B8 =595 4 fAmended S8
R ST Omended A =5957. 3 Renumbered 28
EHEG1 Fmernded 55 2H073E Amended 58
ShbeY Amended 36

L S Amended 36 UNEMELOYMENT INSURANCE CODE
RNt ) Hmendeaed A6 a2 Bmended 41
AR S0 Amended 1) 1176.5 Fmended 44
EaFOl fmended A 1185 Repealed 41
E4TOE Repealed 6 S01E Amended 41
E4703 HRepealed 26 Bmerded 41
EAT7 04 Repealed 26 13082.89 Added 44
A b Repealed 36

47060 Repealed E6 WELFARE GND INSTITUTIONS CUDE
ShTO7 Repealed 36 11478.5 fmended bz




SECTION-BY-SECTION SUMMORY

Beneral Provisions and Definitions

020, 6 TIOE LIFE INSURANCE CONTROCY, HUODIFIED EMDOMWMENT COk-
eyt ) TEOER TRACT (80 fddes subdivisiorn (b, incorporating by
é”Eﬁéié e f e bthie provisions of IRO Bection 77080,
wWhich places new limitations ov Ymocdified erndow-

LE 84925 ment contracts’. Amounts received under suoh
contract must be btreated First as income. bhen
recovery of basis. Loans are breated as amounts
PREROE urider the contract avdgd a 10 peroent tax 18
1mmuﬁg§ o certaln amounts recsived that are
includible iv gross inoome. Opevative for taxable
vmarw ﬁ@ﬁifsgnﬁ o o afbter Jaruary 1, 1789,

B 802, OF e B P

[ ™
T s

ey
S»Js s

1702012 T7701la) EMPLOVEE DEFINED
(e ) (i) proyvisions of RO
CAOAT, 6) "

s&@?&uwﬁtgi by reference the
sy F7OL{ay (20, wi
the tevm "snploves. Operative f«
after January 1, 194

{ taxabile

L

17024.5 o SPECIFIED DOTES AND GENEROL PROVISGIONS (50
{Bmericd ) Makes a minoy changse to the larnguage pertaining o
(23051, 5 the operative date of the state’s conformity to
the Interrnal Revernue Uode. fAdds a reference o
LO BY9—4 Seobtion 17142, that povernes recapture of credits.
Transfers orovision reguiring btaxpavers o usse bthe
same taxable vear for state purposes that they do
- leral purposess o new Section 178565 (see
avitfies that references to the term
x5 o bthe PFersonal ITncome
L ol ;m of Division & of the Revernus and
at1on Code, Uperative for taxable vears begln-
viivg on or after Ja%&&%y e 1989,
(B 4482, Che 89-36820

mear, For purpos

L st Charnges the Y"specified date” to Jarnuary 1, 1989
{was L/1/787), thus Lﬁﬁu“%wﬁﬁilwﬁ mavry {but vot alll
of the chanoges made to the IRD by the federal
Revenus RAct of 138987 and TaMRA. Maw exceptions
inovconformity) are added (see belowl. Specifies
that wroodified provisions fedoeral law will

y for state purposes to the extent that the

underivying federal provisions have besy 1noorpos




FIT IRC
SECTION SECTION UMMAaRY OF CHANGE

rated inta state law by reference. filso makes

several techrnical changes to this section. . Upera-—
tive for taxable vears b@glﬁﬁlﬂﬂ o o atiter Jarnu-
ary 1, 19849, (AR BOE, Ch. 89-1352

17027 7701 (a) FEMPLOYEE® (80 Repeals state definition of "em—
{Repeal)d (20) ploves” iv order to conform to federal law. See

Section 17080.18, above. Operative for taxable
LE aAg9-28 vears begirming on o or after January 1, 1989,

(AR 802, Ch. 89-1352)

L7034 Ten OPERATIVE DATE (S0 SYSpeoifiess that pernalties {ex-
{Fraericd ) cept for wnderpayment of estimated tand will beocome
(2 3058) effective for taxable vears begivmming on or after
January 1 of the vear of enactment. filac provides
L B89-T5 that any changes relating to payvments of estimated

tax {including the peralty for underpayment) will
vzt become effective until the vear bepirvving orn or
afteyr Jarnuary 1 of the year following enactment.
Operative for taxable yveavrs begirming on or after
Jarnuary 1, 198%9, (AR 862, Ch. 891352

17039 e e DEFINITION OF "NMET TAX® (30 Adds new solar energy
Chmericd ) credit {(Bection 17052.5) as an exception to the
(230360 provision that tax oredits cannot reduce the
regular tax below the fterntative minimum tax. Lo gZA
89313 Uperative for taxable yvegars beginning on or after <

Januwary 1, 1990, (S8R 227, Uh. 89-1291)

LE &89--25 Hdds credits for research experdituress (Bection
T70%E. LE) and clivical testing of orphan drugs
{(Section 17057) as exceptions to the provision that
tax credits carvmoct reduce the vegular tax below the
tentative minimum tasx.

Donforms to federal law by clarifyving that personal
exenption (including Joint custody head of house-
held? oredits (Bections 17034 and 1706594.5) are not
allowed to reduce the regular tax below the fTenta-
tive mivimum tax o the ssparatse tax on luvp-sum
distributions.

Revisss the order in which certailn oredits must be
claimed, and adds a aéﬁgral rule providing that
wheyr & tax oredit is repealed, any remaining carry-
over giay contirnue to be carvied forward and used
urt il exhausted. Uperative for taxable years be-
ginving on or after January 1, 138%. :

(AR 80z, OCh. B89-1332)




FIT IRE
SECTION SECTION SuMMARY OF CHANGE
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Imposition of Tax

17041 {1} RATES OND INCOME BROCKETES (B0 fAdds Q&&aggaah =

{Hmend) to subdivision (i), irncorporating the NOL
tiorn vules for rnovresidents and part-yvear

LE ag-g8 dents, Fformerly included in Sections 17876{s) and
17276, 1lay (3. UOperative for taxable vears bepgivn-
viivig o oy afiter January 1, 1389,
(S8R 354, Ch. 8955381

Conforms to federal law which permits a parent to
report the unesarned dncome (up to $5, 000) of a
mivioy child on the parent’s return. Operative for
taxable yvears beglivnming on or after January 1,
19389, (R g0z, Ch., 8913528

17043 e FILING STATUS SaME A8 FEDERRL (7O Covrects rro-

{Fimerc) neous reference o PIT Section 18401 (was 180410,
LTy None Uperative January 1, 1990, (BR 1910, Ch., 8913800

17052, & e CREDIT — COMMERCIG. SOLAR EMERBY SBYSTEM (TO) Makes

(Bimevid) rmnsubstantive technical corrections in subdivision
{al. Operative Jarnuary 1, 1990,
LD 89132 {(8p 2287, Ch. 831291

17052.5 e CREDIT — COMMERCIOL SOLAR ENERBY SYSTEM (50 Pro-

{Mew) vides a tax orediit sgual to 10 percent of the cost

{23601, 53 of & solar ernergy system installed on premises
located in California and used for commercial pur-—

L B9-13 poses. This oredit is similar to the credit pro-

vided by Section 170852.4, for taxable vears begin—
nivg on oy after Jardary 1, 1287, and before

Jarnuary 1, 198%9, with the following differences:

1o The solar energy system 1s defined as "the use
of golayr devices for the individual furncbion of
production of electryicity in excesss of 30 watts
pey devioes. Systems generating electricity in

e of 10 megawatts must be pcertified by the

State Energy Hesources Consesrvation and Develop-

ment Dommission as meeting specified criteriay

and a 10 percent oy greater federal oredit must
allowsd for systems producing electriclity in
excess of 30 megawabtis.

2RO

ervation measuwres that are used in
o with the solar ernergy system are n
considered as part of the svstem for purposes
this oredib.

. Eneragy oons

coniunct
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SECTION SECTION

17052. 9
{Bmend)

e
fu

L.C 8925
17052, 131 e
(Fimevicty

LD 89-25
17082 12 410417
{ Bt

(EZE09)

LE 89-25

17052. 14 -~
{New)

{(Z3618. 5

LL 89-9

2. Cost effesctiverness oriteria in terms of dollars
per kilowatt, has beer added to the guidelines
arnd oriteria developed by the State Energy Re-
sources Conservation and Developmewnt Commissiorn.

Operative for btaxable vears begilvning on or after
Jarnuary 1, 1990, arnd before Jarnuary 1, 1994, Seo-
tion repealed Decembesr 1, 1994,

(8B o277, Ch., B89-12910)

CREDIT FOR THE ELDERLY (S0 Provides that credit
ig allowed against "Tnet tax? (as defined by
Section 17039 (was "tax imposed by this part?).
Upesrative for taxable years begimning on or afber
Jarnwuasy 1, 1989, (R 802, Ch., 891352

ALCOHOL FUEL DEVICE CREDIT (TOD Repeals an obso—
lete definition of “rmet btax? Ffrom subdivision (o),
arnd makes other minoy techwnical amevdments. Opera—
bive for ftaxable vears begioning on or after Jan—
wary 1, 1989, (AE 80z, Uh. B8%9-1352

CREDIT FOR INCRESBING RESEDRCH ACTIVITIES (80

Adds paragraph (1) to subdivision (&), specifying
that the federal sunset date for this credit is not
applicable, since the state pgrovision sunsets at a
later date, Decembsr 1, 19335, Bleso conforms o new
federal rules which allow a btaupaver to glect not
to claim this oredit. Operative for taxable vears
bBegirning on o after Jarnuary 1, 138%9.

(AR Aoz, OCh. 835138

CREDIT FOR mMpCHINERY OND EQUIPHENT USED TO HONUFAC—
TURE FINISHED PRODUCTES COMPOSED OF WUASTE MOTERIALES
(50 Provides, under specified conditions, for a
carvyover tax credit to be spread over a three-vear
period egual to 40 percent of the costs of
marhinery o equipment located iv California and
used exclusively to manufacture finished products
composed of specified amounts of secondary waste
material and post consumer waste. The maximum
credit is 5250, 000 with respect to gualified
properity used in any one manufacturing Ffacility.
The Department of Cornservation must certify that
gualified properdty is purchased and used as
specified, provide the btaxpaver with a copy of the
certificaticon, and give the FTE an arnnual listing
of the taxpavers who were issusd ceritifications.
Operative forr taxable years beginning on or after
Jarnuary 1, 19893, and before Janusary 1, 1994,
Baection repealed December 1, 14994,

(SR 4532, Ch. 89-10%90)
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{Bmend)

17052. 18
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[t 2 RO |

L 8923

LE 84924

LE 89-E5

17053
(Mew)
(ZE605)

LC 89~18

SUMMARY OF CHANGE

CREDIT FOR STERT-UP CYPENGES FOR CHILD CRREE PROGRAM
OF COMSTRUCTION OF FROILITY (80 Clarifies: (1) the
maximum oredit availlable for sstablishing a ohild
care progeam o contributing to information and re-
ferral serviges for any given year cannot excesed
B0, OO0 [ihi amourt chanped by BB BO0Z, Stats

1989, OCh, 23y (2} the oredit limitation

does not prevent unused oredit amcunts from being
carvied over to subseqguernt vears untill exhausted
{was five vearsl; and (3) specifies Septemb ;
15EE as the actual date when Thesse expensss becams
eligible for this coredit. Operative for taxable
yviars beginning on or after January 1, 198%,

(AE 951, Ch. 89-1314)

e
sy

HAmends subdivision ié}{ﬁ by inmoreasing the maximanm
SYITiL tax credit to $50, 000 {(was $30, 000, and
amends subdivision (&) to clarify the carrvyover
provisions of this ovedit. Cperative for taxable

: bBegivning on o atter January 1, 19849,
CRE B0E, Ch. 891352

CEEDIT FOR CONTRIBUTIONG 7O QUM IFTED CORE PLANM FOR
DEPENDENTS OF EFEDLOYEE (80 fAdds to the term
Youalified care plan® a deperdent care center Las
defired by IRD Sec. 21{(b3 {22033 which is8 a spe-
cialized center {(defined) with ?@%ﬁ@@ﬁ T shorlb-
term illinesses emploves’ s dependent sarn,
stepsarn, ; stepdaughter undesr the age of
15, Operative for swable yvears begirnning on or
after Jarnuary 1, 1989, AR 446, Uh., B9-1045)

o~ f?j

Clarifiess: (1) the method of prorating a coredit for
care provided for less than a full vear: (2) that
the limit on the oredit is based on contributions
made v behalf of each deperndent rather than sach
contribution mades; and (2 specifies September 23,
1988 as the actual date whern these sipesnses bhecame
eligible for this oredit. Operative for taxables
vears DeEgirming o o before Januvary 1, 1989,

(BB 951, Ch. B8%-1314)

Increases the maximum oredit o $600 {(was $300) per
dependent for arn smplover who makes pavments to, or
reinburses emplovess foro participation in, a part-—
time child care plan rnot operated by the emoloaver.
Operative for taxable vesrs beginwning on or after
Jaruwary 1, 1989, (HB B0, Uh. 89—

RIDESGHARINE () Reirnstates, with modifications,
former Section 17083, allowing oredit for cost of
purchasing or leasing specified vehicles which are
used as part of an employer-gponsored ridesharing

incentive progeam for emploveess. The modifications

- By e
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include a 30% credit for emplovers with less than
200 emplovess (0% for all other emplaovers)y re-—
aquiremernts that emploves work more than 10 howrs
per week (was 8), employver keeps contemporansous
logs of each vehicle's use, and rebtains vehicle
documents verifying the vehicle's weipht reguire-
ments and fusl efficiency standards; and the
allowance of a varied pevcentage credit of the cost
of providing subsidized public transit passes to
emplovees, based on the extent to which free or
subsidirzed parking is provided. Opsrative for
taxable yvears begivning on or after Jaruwary 1,
1989, and before Januvary 1, 1995, Section repesaled
Decembey 1, 1996, (OB 1463, Ch. 8%3-1Z27)

17053. 1 e e e EMPLOYEE NON-EMPLOYER-SPONSORED VANPOULES (8C) Pro-
{Mesw) vides smployees in non-emplover-sponsored vanpool

programns a oredit egual to 40 percent (maximum $480
LD 891 pevr year) of all vanpool subscription costs for

which receipts are rvetained. Emplovese must woork at
least 10 hours per wesk and varnpool to and from
work at least three davs a week o 15 days per
month for at least six months of the vear. Upera-
tive for texable years begivming on or after Jarn—
wary 1, 198%, arnd before January 1, 199G Section
repealed Decembey 1, 1996, (AR 1463, Ch, B89-1227)

17053. 7 Tl R JOBE CREDIT (50 fAmends subdivision (3} extending

CRmerd cradit to apply to wages pald to an individual wha

(83621 begirns work before January 1, 19394 {was 1717903,
Operative for taxable vears begilirnming on or after

L 8917 Jaruary 1, 1989, (5B 71, Oh. B9-1074)

LE a3-28 Conforms to federal law which dernies this coredit
for wapges paid to nonunion emplovees during a labor

dispute. Operative for taxable yvears baginning on
oy after Jaruwary 1, 1989, (AR BOZ, Ch. &8%-1352

17053, 12—~ CREDIT — DONATION OF GGRICULTURGL PRODUCTS (BC
{Mew) Fllows a tax oredit eguel to 10 percent of the cost
{Z3608) included in inverntory costs under RO Section 2630,
o owhiioh would be reguired o be included in invern—
L a9z tary costs under that section but for the sxecepbion

foor farming businesses contained in [RO Section
SEIMNTGY, with respect fTo those apricultural prod-
nets donated to cerbtain ronprofit charitable orgas
riizations under the Food and Agricultoral Code.
Opsrative for ftaxable yvesrs beginming on oy after
Jarnuary 1, 198%, and before January 1. 1992,
Section repesaled Decembsr 1, 1992,

(AE 2346, Oh. 89-1Z48)
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LD 89-16
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{Cmend )

LC 89-25

17085 e e
{Fmendd)

LE 89-25

17057 HH (e
{Fevicd )

(Z2609, 5

Ll 89—

i

17058 biz
{Lmeynid)
{5 S 1. 5

.

LE #9-3

SuMeaRY OF CHANGE

CREDIY FOR CHDLOVER POYHMENTS 7O PROVIDE HEOLTH
COVERABE (S0 Exvends this oredit to all small
businesses, whether or not they subsidized healih
cares insurance coverage for emplovess during 1986
o 1987, fidds to the definition of "eligible indi-
vidual” the reguirement that he o she must ceritify
o oa fTovm prescoribed by the FTE and retained by the
gpmplover, that he or she is & rvesident of Cali-
Fornia {(within the meaning of Secbtiown 170143, Modi-
fieg definition of health coverage to include
benmfits arnd provigions reguired of emplovers in
the Tucker Health Insurarnce fOot of 1989 (AR 384,
Stats. 1989, Ch., 829). Changes opsrative date of
credites to January 1, 1992, the date the Tucksr
Health Insurance FAct of 1989 becomes opsrabtive.

(8B 1207, Ch., 8%-7497)

JOINT CUSTODY HEAD OF HOUSEMOLD CREDIT (70 Makes
Mo téﬁéméﬁﬁi corrections relating to the tax
credit forr a "gualified joint custody head of
household” or a "marvried person who files a
seaparate return and has a dependent parent’.
Operative Oobtober 2, 19893, (B3R 80z, Ch. B9-1352)

CREDITE FOR NOMRESIDENTES OR PORT-YEOQR RESIDENTS
(50 Clarifties that, for persons Filing the norne
resident retuwrn, the political contribubtions oredit
and the joint custody head of housebhold oredit must
e i d pefore the tax is provated, Operative
for taxable vesrs bepinming on oy after Jaruary 1,
1389, (Al B0z, Ch. B3-1355)

CLINICAL TESTING EXPENSE CREDIT i?ﬁ? fdds para-
graph (1) to subdivision (di, rivigp bEhat the
federal sunset date for this is veot appli-
cable, sinece the state provision sunsets at a later
date, Descember ig i%%ﬁg Makes other nonsubstantive
keeping” Operative Ootober £§ PR=1s

L~ T NC M HQ&SI%E CREDIT (8 Incorporates, by

reference, 11 charnges made to fthe comparable fed-
eral cv%éit %y TEMRG, Gllows the oredits allocated
i 198 noeed the curvent cap of $39 million by
Lhe apou 'i credite 1n 1987 and werse less
than the cany however, these additional credits can
LTl w = %%@ﬁ 3&%31 thes 1990 taxable vear. Provides
that the B percent vebturn on irnvestment Ldmitatiorn

e orn the partrecship or 8 corporabion as a whole,

rather than on each paritner or shareholder individ-’

ually, Rilows project cwners additiomal time to
place the project in ioe and still ve ive the

oreditb, (SR 70, h.
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LE 8914 Pefivnes "tawpayver” and T“housing sponsor’,  and sub-
stitutes "housing sponsor” for "taxpayer” where
appropriate. Brovides that the aggregate amount of
tax credits granted wader both the PITL and the
HECTL shall wobt exceed $35 million in any vear,
rather than only v the 1987, 1988 and 128% calern—
dar years, as provided by 8B 70 (see above). 3l s
provides that the oredits shall vemain operative
beyornd the Uescember 1, 1990 date for as lomg as
similar provisions under federal income tax laws
are in effect. Operative for taxable vears besgivn-
viing on or after January 1, 1989,

(SR 7Z6. Ch. 891347

17061. 5 e RESIDENTIAL RENTOL AND FARM SALES CREDIT (T
ey 3 Makes nonsubstantive “"housekeeping’ changes that in

general apply to all oredits against the tax.
LE a9-2% Opevative Uctobery &, 1989 (Al B0z, Ch, B9-1352)

17062 6 i) IMPOSITION OF Tax (S0 fdde pavagraph (71 to sub-

{Fasvd ) (1) (ED divigion (b), oraviding, v conformity with federal

(234560 S fa) law, that the starndard deductiorn is not allowsd in
(i) computing alternative minimun taxable income; and

L H9-25 adds new subdivision (o), providing thaet California

has not conformed to federal vales for instal lment
sales. Operative for taxable vears beginving on oy
after Jarnuary 1, 1398%. AR 802, Ch. 891352

Gty

17063 53 MINIMUM TOY CREDIT (80 fdds parvagraph (2) to

{HAmend) gdivision (o), clarifyivng that, for purposes of
{23453 computing the mivimum tax, the reference to "vegu-

Tary tax” is before the allowance of those oredits
LE 8925 which, for state purposss only, may redace bhe

regular tax below the tentative minimun baxd.
Operative For taxable vears beginning on o after
Jarnuary 1, 1989, (AR 802, Ch., 89-13

Tarable Income, Efc.

17072 & ADIUSTED GROBE INCDEE (D Deletes oabsolete larn-

{Hmenc) guage velating to the definition of "adjusted gross
ivicome . Operative for taxable vears bepivming on
L 89-25 o after January 1, 19849, (AR 802, Ch.
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17072, 5 i
{(Bmendd)
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LE B9-28

17076 =7l
{Fimend)

L8y

SUMMERY OF CHANGE

THIRD-PARTY EAPENGE REIMBURSEBMENTS OND JURY DUTY
POY REMITTED TO EMPLOYER (S0 Deletes reference to
Jarniary 1, 1289, irncluded in this section as added
by AB 128 (Btats. 198%, Uh. 9. Operative for tawx—
able yvears begirvming on or after Jaruary 1, 1982,
(FiR a0z, Oh. 891352

MISCELLANEDOUS ITEMIZED DEDUCTIONS — 2 PERCENT FLOOR
{507 Cormforme to fedeval law by delaying applica-
tiov of the two percernt flooe on miscellaneous
itemized deductions, with respect to the indirect
expenses of a shareholder in a regulated investment
compavy (mutual fund), untill January 1, 1990,
Uperative Ffor taxable years begirring on or after
January 1, 19389, (B 802, Ch. 8913527

17085 7
{Fmeno?

L B

17095 85

{Mew )

ANNUITIES — LIFE INSURANCE CONTRACTS, MODIFICATIONS
TO OIRD SECTION 72 (20 Conforms to Federal teoch-
riical amendments enacted by TAMREG relating bo the

e b modil fied endowment contracts, See
Sertion 17000, 6. above. Unerative Tor taxable

e i ﬁmlm@ o oo after January 1, 13989,
oy Uhe B9-10 ;

BENEFITE ?RGQI?EQ UNDER CERTAIN EMPLOYEE ggNEFIT

num? TR %= .&4 ral law whioch

.iRL
Y @%ﬂiuvﬁﬂ et it
- e e s

.,g

-Eea.gzr o after
Jariaas R ilff:f* e

INCREQSES IM VRCATION PAY SUSPENSE ACCOUNT (B0
Retains the [y Sectior & 1

risions of Former IRO
which allowed tal of wvacabtion pay paid wlt?} i
gight arnd one ;

naif mord after the ernd of the tax-
able v " Operative taxable yvears beginming

vy oo afher (B B0z, Oh. &89-13

Jarary 1,

BEMEFITS Sﬁﬁ?iﬁgﬁ UMDER CERTOIN EMPLOVEE BENEFIT
=1 rovides that IRC Seotion 89, relabting
Fringe benefi apply For

iy ivig

Lo e
cate
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17133 e e CONSTITUTIONGLLY EBEXEEDT INCOME (S50 Deletes
{(Bmend) referaence o "RPublic Law 99-514°, Operative for

taxable yvears begivming on or after Jarnuary 1,
LI 8908 149489, (Al 8oz, Che 891385

17134 1324hy CERTAIN FRINBE BEREFITS (80

17153 Ll id)  ONE-TIME EXCLUSION OF GRIN FROM SALE OF PRINCIPAL
RESIDENCE BY INDIVIDUAL WHO HAE ATTRINED ABE 585 -
OUT-OF -RESIDENCE CARE (80

17154 Pi7¢dy QUBLIFIED SCHOLARSHIPE - GPECIAL RULES FOR TeEODH—
ING AND RESEARCH ABSIBTANTS (80

17158 CAFETERIA PLANS (B

17160 e INTERIM TREATHENT OF CERTRIN AMOUNTS AWARDED TO

£ fmerict) CHRISTA MohQULIFFE FELLOWS (380

Deletes rveferences to Jarnuary 1, 1989, iwvcluded in
LD 8935 thes seotions as added by AR 128 (Stats. 1989,

Oha 9. Operative for taxable years beginnming on
ar after January 1, 19849, (e B0E, Ch., B89-1352)

17156 e e REPAORATION PAYMENTS 70 PERSONS OF JOPONESE ANCESTRY

{(Repsall INTERMED DURING WORLD WOR 11 (70 Provisions re-
pealed, as they avre ivn conformity with federal law.

L Mome Operative for btaxable vears eginming on or after
Jarnuary 1, 1989 (M 1910, Oh., 839-1380)

Deductions

17206 165 CASUNALTY LOsseEs (Gl

17210 213 ﬁEEIﬁﬁL EXAPENSES (50

{Reopeal) Seotions veosaled as provisions are 1n conformity
wWith th@ and the referernce to "federal

LE 8894 ad ju incons’ s included in Sechtion
T7EOL, Uperative for taxable vears begin-—
il oo oo afbter Januaryy 1, 1989,
(HE 482, Oh. 893630

17807 165 i) DISASTER RELIEF (50 fdds lossss vesulting From

(e} 16304 the earthgquakes, afttershocks, oy other related

(24347, 5) casualty ocowying in Califormia ivn Ootober (989,
to the provisionsg allowing for carvvback and carey~

LC &89-26 overy of disaster logses, and extends this provision

to o specific citiss proclaimed by bthe GBovernore to be
ivn & stabte of disaster. Opsrative for baxable
vears bheglnning o o afbter Jarnuwary 1, 1989,

(kB 36X, Ch. 889150 (SR 34X, Oh., 89187

17232 163 INVESTHENT IRTEREST EXPENSE (80 Corforms to fed-

{Mew? @ral btransitlion rules and effective dates relating
too Limdtations on investment interest expense.

LI 8920 Operative for taxable vears beginning on o after
Tavuary 1, 1307, AR 802, Ok, 891352
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}
a

§7241 170 CHARITABLE CONTRIBUTIONS (LD
17261 ZEER CAPITALIZATION OND INCLUSION IN INVENTORY COSTS OF
{(Bimeyict) CERTRIN EXPEMBES (80
E4EET. L0 Deletes references to January 1, 1989, ircluded in
{a%%aa‘ﬁ these sections as added by O 128 (Btats. 1989,
Che 91, Upsrative for taxable vears beginning S
LE 8925 oy atvter January 1, 1989, (AR B0F, Ch., &89-1352

=

17270 =800 TEADE OR BUSINESS EBAPERSES (8L Brovides tThat the
{FAamevid) orovisions of RO Secticon Z80CHar, relating to the
(284803} genial of the deduction of wages or salaries paild
which is egual o the amount of fthe targeted jobs
credit, shall not apply. Operative for taxable
vears begivnming on or after January 1, 1989,

{38 802, Oh., B9-10

iy
"‘w,é'
o,

17271 3 DISALLOWANCE OF CERTAIN ENTERTAINBENT, ETLC.

(24445 EXPENSES (507

17873 S JURY DUTY Pay QEﬁET?Eﬁ T EFMPLOYER (80

{Fmerch) Deleteds refer to Javwuaary 1, 15889, included in
the smeb ioms as added by BE LB {(Stats. 3§SB§

L ag9-z5 Ch. 33, Opesvative for taxable vears begilry sﬁa Qﬁ
o atter Jarnuary 1, 1989, (HE Boz, ﬁﬁa ﬁ) 13

]

172V i RETIREMENT SOVINGE DEDUCTION (30 Section re-
(Repeal? pealed, since a specific rule i “**i@% has

LE B84
L ose

172872 =134y RETIREMENT a%@i&gﬁ DEDUCTION (80 Conforms to fed-
{MNexw) eral ~53@ i that judges making contribu-

P wﬁh}dﬁt Lo the speoial
sly to active participants.
g o o aftier

s
i/

i

LD 8%-28

~s begivnin

Cha 8%9-~13

7276 17 &ET §§E§§€ ING Lﬁgggg isz rarnsfers former sub-

i MOL computation rules for

v ) residente, to Dection

LD 84—z 17¢ L1 dperative for taxable vears beginning
: : 449, (5E 354, Oh. 89-581;

I
o
W
=

17876. 1 17 ELECTION TO TRHEE IRC SECTION 172 DEDUCTION (S0
172876. 2 DEFINITION OF “QUOL IFIED TOXPOYER® A5 USED IN
{Cineric ) SECTION 17276.1 (80 Charges the format For set-
(za4 16, 17 ting forith the snber LS ‘ area MNOL
b Ve | s by oy eV i the dif ek weeT
the “ ] “ia | TRl AVE B the

et B SE YA ML

Ferences Delwe p Bles

LG

Pl GE TOrE s

Fercieyean b NOL

L ayn

Lo MOL provisions and




I
SECTION

IRC
SECTION

17277
{(Naw)
(E4390)

L BE—-15

(e )
LS a3

17289
(e )

LE a9-25

17502
{Mew?

L 84925

6

401

ProvISlors. Clarifies the rules for claiming the
enterprise ove/program area NOL deduaction, and
praovides that the 1004 enterprise zonse/pronram area
NOL, if elected, is the only rnet operating loss
allowed to be carried over. Operative for taxable
yvears begivming on or after Jarnuary 1, 198%9.

(B8R 354, Oh. B85-5817

"DRAM®™ CORPORATION - DEDUCTION FOR NET INTEREST
INCOME (5C) Provides that if a "Dywamic, Random—
Aocess Memory Chips® (DRAM) covporation (& member
of Ul B, Memorles, a consortiam of semiconductor and
chip companies descoribed in SBecotiorn 135379.21 of the
Governmernt Codel, receives a certification pursuant
that sectiorn From the Department of Commerce,
taxpavers wha recelve interest in paymernt of the
corporation’ s indebtedrness may claim the "net
interest income” deduactiorn allowed by Section
17231, with respect to indebtedrness dirvectly
related to the corporation's facility o facilities
tanalble

t

located ivn CDalifornia. Upsrative for YEATS

e fore

Jarudary 1,

aricd
o f

Deginming con or after January 1, 19893,
Jawmuary 1, 005, Bection repealed
T, (G 198, Ohe. B89-14407

AL

AMORTIZATION OF PAST SERVICE PENSION COBTS (S0)
Provides that the provisions of Section 10804 of
Fublic law 100-Z03 (RA 19870, relating to amortiza-
Ticw of past service psnsion costs, shall nod
apmly. srative For taxable vears beginning
after January 1, Els (¢l 802, Uh. 5

Dl o BN WY

T

19853, e R

(500

iV

Desletes
this
9.

oy after

RURAL LETTER CARRIERS® AUTO EXPENBES
reference to January 1. 13985, included
tiom as added by AR {Btats, 1989, LCh.
Operative for taxable beginning on
Jarmuwary 1, 1989, =) B9-1 5352

G

s
yE
A0, Uh.

are

Deferred Compensation

GUALIFIED PENSION, PROFIT-SHARING, OND STOCK BONUS
FLANS (50D Fyovides that the fedevral effective
dates, @xceptions ard

tramsition rules relabting tos

% Strerpthernivnn of funding rules for defined

berefit pension plansg
churches to
Al

¢ Permitting employvess of government
defer distributions watil retirementg

Dk e
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U"

¢ Covnsidering police, fire fighters and emergency
service snployess separately from other smplayees
for purposes of the minimum participation starn—
dardss

shall aspolv. Operative forr taxable yvearsg beginmivg
o o afber Jarnuwary 1, 1989, (AR 806z, Ch. 891358

17504 HiE TRAXABILITY OF BENEFICIARY OF EMPLOYEESY TRUST (80
{fAmand) Adoots federal tramsition rules and technical
changes made by TAMREA, with spescified stabte modifi-

LE 8925 cations. PFrovides that a taxpaver shall elect the
same special lump-sum distribution averaging method
for state purposes as that elected for federal pur-
DI es., Clarifies that the rules rvelating to multi-
ple distributions do rot apply to digstribubtions re-

i iy taxable vears begirnning prioe to January

w&gﬁ California first enac a meparate

s distribubtions. Operative for bax—

I o ooy after Jarwary 1, 15887,

i

17506 4013 PENSIONE — TAXRBTION OF EMPLOYEE ABMNUITIES (S0

{Frerict) Conforms to federal transition rules, as modified
by Bection 175804, relating to rollovers of pension

LE 89— funds, applicable to taxable vears De ;%ﬁiﬁﬁ SYT
atter Jarnuary 1, 1987, (AR 8oz, Ch,

gt e g

R A o Sl

17512 4175 LIMITARTIONS O BENEFITS OND CONTRIBUTION UNDER

{Mew? QﬁQLEFE&ﬁ PLONS (50D Provides that amendments made
by TOMHEA relating to limitations for state and

LE 8925 T i s police and firvefighters, and collec-
tively bargained agresments. shall apply. Uperative
for btaxable s Degivning on or after Jarnuary L
1aaa. (fp i &

17515 GE DESIGMATED SETTLEMENT FUNDS (80 Section repealed.
(Hepeall Provisions braveferred to Section 17570, Opsrative
For taxable yvears ﬁwg&mﬁzhg o or after January 1,

LE 89-25 1989, (AR Ch. 89-13

17551 a4 iy ACCOUNTING RPERICGDS — CONFORMITY TO IRC
(e {17 & e sference o RO Section 444 i oovgiunot ion
(EG637) with conforming to IRD Section 280H, relating to
limitations on Qd, ments made o emploves-owners of
; BV s At 1ogs g ool

Operative for taxable years be—
o January L, 1989,

(200D Amends
T

atfter the ol




BIT IRE
SECTION SECTION

175515 4414
{FPmeric) LG4 4
(P4EE3, 5)

LE B82-25

17559 451
{Mexw?
(E466 1)

LE 8928

17560 453
{Emevud ) AR
(246567 4EER

450

L 89-23

17562 L
{Fymerricd )
(4654

i
r’
Tox
13
Iu
Lh

17563 46,5
{New
(EaEB1)

LG B89-25

17564 L4600
(Iezw)
(E46E7505)

SUMMARY OF CHANGE

ACCOUNTING PERIOD — 1986 THAX REFORM ACT REQUIRED
CHANGES (80 Conforms to federal rules relativng to
computation of basis with respect to the four-year
apread of i1ncome in the short year resulting from a
change of taxable vear. Also makes technical cor-
rections in subdivisions (&) and (b)) to provisions
enacted by AR 53 (Stats. 1987, OCh. 11385, Opera-
tive for taxable years begimming on or after Jan-
wary 1, 1989, (AR 802, Ch. 891352

GENERAL RULE FOR TRAXABLE YEAR OF INCLUSION (B0
Conforms to federal provisions allowing a cash
asis taxpaysr to elect to include inswance proe
ceeds received as a rvesult of destruction oy damage
Lo orops in the year following the lossy; and allow-
ivg foy the deferval of payments recsived under the
Disaster fOssistance Aot of 1988, Operative for
taxable years begirming on or after January 1,

19849, (AR 80, Ch.o 8913580

INSTALLMENT METHOD: INSTOLLMENT OBLIGATIONS (80
Specifies that California has not conformed to cer-
tain federal vrules relating o installment sales
(RA 1987, Sec. 1020323 TAMRA, Secs. 1006, 10048,

1018, 2004, awnd 50763 and has nod ocoformed to the
vepsal of prooportionate disallowance rule.
Opsrative for taxable vears begloning on o after
Javmary 1, 19849, (R 802, Ch. B95-1352)

LIMITATION ON USE OF CASH METHOD OF ACCOUNTING (TOD
Makes technical amsndments to provisions enacted by
FBOBE (Stete. 1987, Ch., 1138, relating to effec—

Tive dates and tramsition rules for new limitations
oy the wse of the cash mebthod of acoounting. Cipeye
ative for btadabls vears b@giﬂﬁiﬁq o oo atter Jane
uary 1, 14989, (R 80z, Ch. 891302

ACCRURL. OF vACATION POY — REPERL (S0 tpecifies
that California h&ﬁ vk conformed to the fedsral

vrepeal of the res foo acorual of vacation pay,
arid 21 4':v1v1u;u of ITRC Section 463, as

Efie a8 Tax Heform Act. Uperative For
taxable yvears begivming on o after Jarnuary 1,
1989, (AR 80z, Ch., 84913552

SPECIAL RULES FOR LONG-TERM CONTRACTS (L)
Conforms to Federal rules velating o long-term
contyracts, as amended by the 1386 Tawxw Heform Act,
but doss { o to the Federal 1987 ard 1988
amendments thereto. Modifies, 1n subdivision (€),
the foderal "loock-back” rules by specifying that
amount s allowed to be deferved for state pu :
cue differences in state ard federal effective
dat shall be treated as 17 reported at the same

-




BT IRC
SECTION

SECTION

17865
{MNew)
(246553

LC 89-4
L 83-2%

17566 487
{(Mew)

L7E7o
{(MNew!?

17671

( Fmervict )

I
}\’»X"

L

17838 -

{ew )

LE 8925

SUMMARY OF CHANGE

time as under federal law.
vears Deginming o

(AB BO2, Ch. 89-1

TR¥aBLE YEAOR (B0 Her
zame taxable vear for
for federal purposes,
by the FTE lwas Sec.

taxable vears g%?&%ﬁzﬂﬁ
1EE9. (8B 482, Oh

after Ja

ires
state purposses
uriless indtiated or app
P04, G4dY (43,

bl 2 T i 2 o

Operative for taxable
arnuary 1, 1989,

taxpavers to dse the
that they do
proved
Opesrative for
after January 1,

(AR 80z, Ch, 89-1383)

DEFERRED COMPENSOTION PLANS OF STATE AGND LOCAL

BOVERNMENTS 68MD TOX EXEMPT ORCONIZATIONG

Coviforme to the

avid cion rules wikh
relating o
be avd local
perative

s

DESIGNATED SETTLENENT FUNDES )
the tax
i

respect bo

eral law wiih

m&_i b
Ll
1.}‘ bie d

Common

Trust Funds

COMMON TRUST FUNDS -~
Conforms to

treat

1aw

Trus

federal
meant of W
federal zgi%%
Frosm The

e

el

Fartners

ary 1,

‘£$&m@ut Furds |
clarify
£y

COMNFORMITY TO IRC
with respect to the
allowing a four-yvear
year

&Y

Rttt
atfter

{50
fective dates, sxoeptions
respect o chanpges to ITROC

deferred compensat ion

nvernments and btaw-sxemot
abrle vears Degin-

Conforms to Fed-
treatment of
LE8E) by
@exisnting law.

j after

T

tax

343, iy

el =g-1s!

resulting From a

¢ specifically allowing

returng prior o Jarnuary
over the Tirvet four

December 31, 18987,
begivnning on or after

Ch

Ffunds (IRD Sec,

ﬁﬁ@%ﬁgfg?iﬁﬁ
tn %QF

that
at T
e
o
1987,

?1%3 law with re—
i by part -
el Fying
deatermingd
{ oy

e

Pk ST S



FIT
SECTION

IRC
SECTION

17932
(FPmend

LE 8925

180601
1800
{fmerycd §

LG 89g

18035.5
{famesvict)

24955, 5

L2 B9-20

18044
{Hmeryicd )

LC 8925

i8i62
{Fimernd

L2

895

603

10E3

10354

-y

LEs

SUMMARY OF CHANGE

RETURNGS
federal

(B0

fdds

subdivision

(i)

conforming b
law which exwpanded the reporiting reguive-

ments of a partrnership which has oneg oy more exempt
partrners subject to the umwelated businegss incomes

L aN.
(AR B0z,

Ch

. BY9-135Z

{lperative October

b

CREDIT, RESIDERNTS (80
CREDIT, MNONRESIDENTS

Y

aceording

paid or accrusd,
corporat Lo,

Dok Y
givivig
(0 48,

fax]

i
the taxpaver’s

E>

¥

Ch

taxes" p

b} 4
]

[tk g

. BY-BEE)

(50

SR

pErat

Y
i

gy

QUALLIFIED HOUSBING PROJECT:

Erovides

th

at

i9

Clavities that the
state

pro rata share of any tawes or,
o m@asured by,
which were paid by a partnership
ive For taxable vears

&

after January 1,

85,

abher

incoane

£

1989,

BAIN WMOT RECOBNIZED
the slection vot to vecopnize pgain on

the disposition of a gualified housing
L3

shall hbhe
the FTH 1

friea
T

de at the
fFoarms and

tim

instructions

@ &

preseribed by regulations?.

VEATES

(RE 647,

bﬁgiﬁﬂiﬁg

Lh

. E89-1461

%
£

vicd

Uperative

oy oo aftter Jarnuary 1,

Fd

Lerm

includes

oy

protfits

be—

(500

prajsct
manner specified by

(Formerly,
sy

AatE

taxable

19849,

ROLLOVER OF BRAIN ON S8LE OF PRINCIPAL REQIDENCE

{505
ivi bhis
Cha 93

(g

sprat ive

o after January 1,

oy

1989

=

Deletes reference to January 1,
=t ion as added by AR

taxable

{1

GAIM OM SALE OF DAIRY CATTLE

coment

ture milk
stituting
ard e for
able vear
R B

{using

t

cledurt 1o

dairy cattle

i
]

=]

3
Fond ™
Ll

stata
faderal
o

£

ke
oot Lon
during
Septemb
ez

Ea R
. BS99 15352

P

it

percentages
whiich

1aw
gad

the LS
terminat ton
izavr
£

L

)
]

e

o

o

187",

givimivg o o

L) o

i

i1

128
VEATE
BOE,

ks Ch

(50
allows
the sale

enartment

atfter

@

&

P

ot

f) ";

LY A,

after Jaruary

1H83,
{Btalts.
begirming on
B4 3

Confoarms,
ard holding

i luded
1989,

)

17

apital

Jaruary

Upsrat ive

4

Aox

certain
Rogriouwl -
vy sub-
1, 1987
T basee

1aBY.




&

FIT
SECTION

TRE
SECTION

18180
{MNew)

18408, 5
{FAmerdd)

O 8928

185304
{Rmeyvict)

- 188507.4

{Mepw s
18513
{FBmerc
18515, 2
{PMew)
18525
e}
18534
{FAmenic)
18535. 4%
(e
185435
(s )
18546, 10

{Mew)
L B9-10

T

SUMMARY  OF  CHAMGE

TREATHENT OF LDAKE WITH BELOKM-FRARKET INTEREST RATES
(50 Cornforms to fedevral law with respect to the

treatment of certain loans with beslow market inter—
est rates. Opesrative T ?aﬁaéle vears beginming

o o after January 1, 198%9. (AR 802, Uh. 89-1358)

GROUP RETURNS FOR MOMRESIDENT PORTHRERE (S0
Modifies the rules relating to group rebturns of
novresident partvers (o 78" corporation share-
holders) by allowing & deductbion : garned lncome
For contributions to gualified pernsion or deferved
compensation plans. Operative for taxable vears
beginnivng on o after Janusry 1, 1H8%.

(g3 80, Oh. B9-13520

Desipnated Contribulions

STATE CHILDRENTS TRUST FUND (305
COoLIFORNIA HOMELESE TRUST FUND (B0
CRLUIFORNIA FUND FOR SENIDR CITIZENS (8O
VIETHAM VETERANG FMEMURIGL FUND (80

ENDONBGERED OND RORE FIBH, HILDLIFE, OND PLANT
SPECIES CONSERVATION OND ENHONCEMENT ACDOUNT (50
U. B, OLYMDIC COMMITYEE FUND (50O

ABATEMENT OF STREEY CRIMES FUND (S0

CRLIFORNIO QLZHEIMER'S DISEASE GND RELATED RESBEARCH
FUND (807
CRLIFORMNIA DIABETES RESEARCH FUND (80
ficlds b ion 18518, 3, providing that the oprovisions
relating to YVietnan Vebterans Memorial Fund,

¢ Ja MWn*Y 1o 1991 and provides
& Funds 1P its scheduled
2ty thern the provisions aopli-

cal that ?mia shall be repealed wilh respect
T le years bepivming on or after January 1 oof
the the FTH estimates, by Ssotember 1 of that

L ooonkributions to that fund will be less
el Lioms 1BS0O4, 185135, id“.gag

ang 185459 are ﬂ*@fkfgv& ary 1,

}.az ‘Ef&ém - Ay and b, 10,

ta, are aperative only 1if

1474, respschbively, of the

islative Bession ares chaptered,.




FIT IRC
SECTION

SECTION

i8681.6
{(Fmend?

LE 896

18681.9
CAmericd )

LT3

LG AY--2E

18682 R TIWEL
{Pmercd)

L 8925
18682. 5 S

{(Fimend
(aEasl. 5

18684 LG5S

(Fimericd
(EB954)

LG 8925

18687
{Fimerncd )

L0

18689
(Fmend)
(B0
LI 89-28

i

UNREPORTED COMPENSATION, PENALTY (TC)  Frovides
that the penalty for failuwre to report amounts paid
ags remuneration for peresonal services, as reguired
by Sections 18802 and 18802.8, or Section 13080 of
the Urnemployment Insuwance Code, shall be in ligw
of the penalty imposed by new UL Section 13053059,
relating to wweported compernsation. Operative
Jarmary 1, 193G, (AR 648, OCh., 839-600)

FAILURE TO PROVIDE REPORTS ON INDIVIDURL RETIREMENT
ACCOUNTS OR ANNUITIES (50 Conforms to federal law
relating to penalties for failure to file informa-
tiom returns on IRAs. Operative for taxable years
segivming on or after Jarnuary 1, 1987,

(AR 802, Ch. B89-1352)

FRAILURE BY INDIVIDUAL TO pAY ESTIMATED INCOME TAX
(TC) Makes techrnical corvection v subdivisiorn (13
to conform o federal law. Operative Qobtober
1989, (aE B0, Ch. B9-1303

WRIVER OF UNDERPAYMENT OF ESTIMATED TAX PENALTIES
(50 Conforms Yo federal law by providing that the
peralty for underopayment of estimated tax for any
pericd before April 16, 1989, will be walved with
respect o any incresase in tax dus to the adoption
of the technical amevdments included in Sections
1000 theounh Z005 of  TAMRA, {perative for taxable
vears beginning on or after January 1, 1989,
(Al 802, Oh. B9-13532

UMNDERPAYMENT OF LIABILITY DUE TO NEGLIGENCE OR
FREUD (S0 Covforms to federal law velating to the
penaltiss For negligence amd Fraud by restructuring
the section arnd deleting the provisions that inclu-
ded an amount egual to 30 percent of the interest
on bthe underpayvment of tax. Uperative for taxable
veEars bhegilinniog on oy after January 1, 1989,

(AR BOE, CUh. 8913583

EXTENSION OF TIME FOR POYMENT, INTEREST (80
Conforms to Federal law by specifving that the
allowance of ivstallmernt pavments doss not reduce
the compubaticn of interest on bthe unpaid Lasx.
Operative Uotober o, 1989, (AR 80, Oh. B89-13520

INTEREST ON PENGLTIER (S50 Conforms to olerical
amerndments to federal law, relabting to the caloula-
ticr of interest on neglipence and frauwd penalties.
Operative Ococbtober 2, 19873, (HB B0z, Uh. 8913520




FIT TR :
BECTIDN SECTION SuUMMAaRY OF CHANGE

Lollection of Tax

1BBOCZ. 4 E045 INFORMOTION REPORTING REQUIREMENTS —~ BROKMERS AND

{Bmend) BORTERERE (S0 Conforms to minor amendments en-
acted Dy TEMRES relating to the definition of a

LI 88-25 Phvaker” foor purposes of Filing information ree
Ly s, The term row includes governmental units,
but doss not include a pesrson whose activities corne
sist of managing a farm on behalf of another per-—
SV, pevative ciub@r C - P
(AR soz, Ch. 89—

18807 14ag WITHHOLDING ~ PAYMENTS TO FOREIGN PARTHNERS (TO)

{hmesic Elavifies that the reguired withholding of btax on
amounts paild by United States pacbrnershios o Fore

I 1y “trers anplies to the extewnt dthat amounts
peaid et ivncome from California sources.
Opera o baxable vears begivming on or after
January 1, 198%. (R 482, Oh. 89-362) Shaptered
aut by AR OBOZ (see below).

ﬂ.,

LE 89-E5

to federal changes in bthe ruless Foor with-
Cotax ov amounts paid by partoer T
partners. The withholding is now based on
amount of effectively cornmected
the amount disteibuted to the
"o taxable vears beginming on oy uf;&r
199G, (Al B0z, Oh. 89-135850

&

1893354 1o IDENTIFYING MUMBERS (300 Frovides that the report-—
{Emeric ivg of identification ruumbers for dependents dogs
vzt apply. Opsrative for taxables vears beglnning
o o after January 1, 1987, (RR 802, Un. 89-1353)

LE

19053 REFUND CLAIM, WHEN 70O BE FILED (TC) Clarifies that
f:mwmd? a nobice of prop o overpavmernt De preorinted on a
“&Q?if;ad Form avd mailed to the tawpaver by the

o
Operative January 1, 1990,
LO Bge a s2, Uh. 89410




PLIT IR

SUMMARY OF CHANGE

19270 e e REPORT TO LEGISBLATURE OF INTERMNANL REVENUE CODE

{Americl) CHONGES (50 Mrovides that whenever changes to the
ITRC are enacted after September 15, the due date of

L a9g9--25 FTR's armual report o the Legislatuwre detalling
changes made o federal income laws during the pre—
ceding calendar yvear would be changed From January
10 o 1820 davs after the federal law has been
signed by the President of the United States.
Operative Ocotobee 2, 1989, (AR 802, Ch., 89-13820

19285. 1 G103 CRALIFORNIA PARENT LOCATOR SERVICE (21 fAuthorizes

(New the FTRE to provide, upon reguest of the California
Farent Locator Service, personal income tax retbturn

LGy Mo information, as defined, which may be of assistarnce
i locating alleged abducting or absent parents,
apouses, o Former spouses, in enforcing their lia-
Bility for ohild or spousal support, establishing a
parvaent and ohild relaticonship., and in locating and
returning abducted cohildren o thelr parents.
Dperative Jarnuary 1., 1990, (AR 1280, Ch., BY9-10607

19286. 9 E103 INFORMATION TO BE FURNISHED TO CALIFORNIA STUDENT
{New ) AID COMMISSION (50 rovides that the FTR may dis-—

close spscilfied tar information to the California
L Morme Studert Aild Commission relating to applicarnts o,

and reciplents of, stuadernt firnanocial aild, the pae-—

erte of dependent applicants or recipilents, and

5 DL : oof the applicants oy recipients, upon bthe
commission furnishing to the FTE the wnames and
social security numbers of those persons who have
sipgrned a student aid sapplicatiorn Ffoor California

iy avy authorization For that
o os arnt authorizes the FTE o mabe speoci—
fied of those authorizations. (perat ive
Jarnuary 1, 1990, (&HE 748, Ch. B89-295)

which serves as a




S0503

{Crmesvicd 2

LG 89-E5

SENIOR CITIZENS PRUOPERTY TAX
AESICTANCE OND POSTPONEMENT LAW

Ceneral Provisions and Definitions

of the
the
already
as de—
that

HELOD

1T Clarvifies the desoription of some
items which must be included as ivcome to eliminate
tapparent) duplication of those portions of incoome
included wnder the capticon "adjusted gross incoome”
fired under the Personal Income Tax Lawy olarifies
armual Californmia state lottery winmings in excess of
are includible as "income”, and removes references to beo-
z 18 and 17 Cothe Personal Income Tax Law, which
i ie LWEY, Ch. 1138). (osvat ive
vears 1989-90 and therealfter.

*INMCOME®




BANK AND CORPORATION TAX LA

LRC
SELTION

23036 e e "TaX® (50 Adds new solar energy oredit (Bsotion
(ﬂmmﬂd3 E3601.5) as an exception o bthe provision bthat
(L7059 tax oredits canmct rveduce the ¢ #» below the
tentative minimnum tax. Uperative for inoome vears
Le 89-13 beginning aon o after January 1, 1990,
(88 zZav, Ch, 8%9%-1291)

L 892G Adds credits for research experditures (Bection
E3H0Y) and clivical testing of orphan deugs
(Section S360Y.5) as exceptions to the provision
that tax coredits canmnot reduce the regular tax
below the tentative minimum btax. Opeyative Toar
Lrome yeEars begloning on ooy afbter January 1, 139849,
(RE B Che  BE--1555)

23045 7O LIFE INSURANCE CONTRACT, MODIFIED ENDOWMENT CON-
(Hm@nd) PRAST=S TRACT (50 s Summary For MIT Section 170800 6.

(170206 Operative for lrnooms yve g@uzﬁﬂlng o o aften
LG aﬂmha Jarary 1, 1989, (AR - :

-

£3045. 6 JA0i (e EMPLOYEE DEFINED (50 See scummary For PIT Seotion
(hew) 17080, 12, Upesrabtive for dncoms yvesars bhegiloving on
(17080, 12 o after Jaﬁuary 1u 1989,

LD 89-25 (B BOZ, Uh. 89

23051.5 e EFFECTIVE DATES AND GENERAL PROVISIONS (T Makes
{Armerid ) a mirnoy ohange to the lanpguage pevitaining to the
(17024, 5) operative date of Uthe state’s conmformity to the
Inmternal Hevernuwe Code. Dlarifies that references
LD 89%-4 o the term Ychaopter” mean, For purposss of the
Harbk and Corporation Tax Law, Part 11 of Division &
ot tThe Reveruwe and Tawatiown Dode. T?&ﬁ%?@?a prreces -
Siov requiring taxpavers Lo use the same inooms
vear For state purposss that they do for federal
purposes o new Section 24632 (ses below!. Opera-
bive L IO YEATE 1ivming on o afbter Jarnuary
1, 1989, (AR 482, Un. 89363

5

L B9-25 fP3cdcs Qd&ﬁuﬁuﬁh (2 Lo subdivision (&) praviding
that wrles ot vl e specitfically provided,
unicodl Fied provisions 1in federal laws snacted on o
after Jarnuary 1, 1987, that relate bto provisions of
the Intermal Revenue Code that are incorporated for
purposes of the BECTL by a chanpe in the specified
date 1vn FIT Section 1702450 (1, shall be appli-
cabhle to the same ivocome veares specified in that
A angraph. Opsreative For income vears Degiloning o0
e after Jarmuary 1, 198% (M BOz, Ok, 89-1358]




BOT IRE
SECTION  SECTION SUMMARY OF CHANGE

230658 7851 OPERATIVE DOTE (80) Bes summary for FIT bection

{ By 3 17034, substituting "incomse vears” for "taxable
{17034 veares®., Qﬁ@%%fzvg for income years beginming on o
LD an-25 after Jarnuary 1, B89, (AR B0Z, Ch. 8%-1382)

Tax on Gerneral Corporations

23153 o e MIMIBLGY T (S0 Provides that coredit unions shall
{Bmavd ) ot be subjiect o the minimun tax. Operative for

income years beginming on o afiter January 1, 1990,
Lo oa8-18 (BB 748, Ch. 89-1282)

Digsolution or Withdrawal

23332 o COMDUTOATION OF TAX FOR YEOR DF DISSOLUTION OR WITH-

{Bmevncd ) DROWAL. (80 Frovides that the minimum bax will mob
bres ] corporat ion for the Final tawable

the corporation ceasses doirng busi-

VIS B G, 5675 ] o withdraws 1f specifisd condi-—

tiors are m&ia Uperative for incomse vesrs begin—

vivg on or after Jarnuary 1, 19849,

(R S Uh. 8955

e Findmum [ax

EE@ﬁS
{Fimgyvcd

)

Lh
L

ALTERMATIVE MINIMUM TO¥ CREDIT (B Clarifies that
; Cooomputing the alternative minimum
tax, the reference to "regular tax' i1s before the
allowancs of bthose oredits which, for state pur-
L BY-EE poses only, may reduce the repgular tax below the
tentative min Operative for irncome years
begirming on January 1, 19849,
(il B0z, Oh

For purpos

L

23455 IRD SECTION 55, STATE MODIFICATIONS (T

23457 IR SECTION 57, STATE MODIFICATIONS (703

(e s Mabes minoy rnonsubstantive techrical and restruc-
chanpes. Operative January 1, 13990,

B 1350}

Ly Nore

23456 { IRC SECTION 56, STRTE MODIFICATIONS (S0 ficids par-
{Bmend) = agraph (3 to sabdivision {a), stating that Calif-
(L7068 STl A Mas s conitormed o ?&ﬁ@rai rules for ine
stallment vl Do : i ome vears baglve
LI 89-25 mivi o ooy after ?mauarv 2 3
(A i » &




BCT IRC
SECTION

SECTION

23601. 35
{New )
(17055, 5)

LC 89-13

23605
{New?
(17055

LD B

23608 e
{Mew)
(L7083, 18)

[ o 3 Eel |
Z3609
(Hmeict )

(1705
LO 89-25

41419

23609.5
st
(VFOET

o8 (e

LG B9-20

23610.5 4
{FAnreayicd )
(17058)

LG 89~-3

L s9-11

e3612 et e
{Eimeyicd

LO BY-25

CREDIT — COMMERCINL SULAR ENERBY SYSTEM (50)  See
summary for PIT Section 17052.5, substituting "Sec—
tion 23601.4Y for YSection 17032.4%, and "irncoms
vears" for "taxable vears®. Operative for inoome
vears begivming o o after January 1, 18990, and
hefore Jarnuary 1, 1994, Section repealsed December
1, 1994, (S8R 227, Ch., 89-1291)

RIDESHARING (50 Ses summary foy PIT Section 17053,
substituting “former Bection 23605 for "former
Section 1705837, arnd Y15 percent” for "20 percent”
For the cost of leasing specified vehicles by em-—
plovers with Z00 oy more enplovess. Uperative for
income vears beglivming on o after Jarnuary 1, 1889,
avnd before January 1, 1996, Sectiorn vepealed De-—
cember 1, 1996, (HRR 1463, Ch., 89-13227)

CREDIT — DONATION OF ABRICULTURAL PRODUCTS (30

Hee summary for FIT Section 170535, 12, Operative
Fors dnoome years beginming on o after Januwary 1,
19689, and befores January 1, 1992, Section repealed
December 1, 1992, (R 2346, Ch. B9-12487

CREDIT FOR INCREASING RESEQRCH ACTIVITIES (B

Gee summary FTor PIT Sectiocen 17052, 12, Operative for
income vears beglvming on oy after Jarnuary 1, 198%9,
CREBE B0, Ch. &9-1358

CREDIT FOR CLINICAL TESTING EXPENSES (S0 fAdds
pavagraph (17 to subdivision {(d),specifyivng that
the federal sunset date for this ovedit i1s not
applicable, since the stabte provision sunsets at a
later date., December 1, 19935 {psrative for incoms
YEars DEglnming on o after January 1, 1989,

(AR BOZ, Oh. &89-1353)

LOW—-INCOME HOUSING CREDIT (80D
Section 17058,
abile yvear”,
an oo after Januwary 1,
(58 1290, UCh. 8%-1186)

See summary for PIT
substituting "income yvear” for "tax—
Operat ive for incoms yesrs beglnning
198%9. (5E 7o, LCh. 89486}

SHLES AND USE TRY CREDIT ON PURCHASE OF GQUALIFIED
PROPERTY (70 fmends subdivision (&) by deleting
PRoe inooms years Degivming before January 1,
1995Y, inadvertently added by SR 1801 (Stats.
Che 146535, Uperative October 2, 19389,

(AR S0, Ch., 8%9-1352)

1964,




BT ITREC
SECTION SECTION SUMMARY OF CHAENGE

.

g
.

ZEARIZ2. 8 e CREDIT FOR HMOUCHINERY OND EQUIDPHENT USED TO MOMNUFQC-
(e ) TURE FINMISHED PRODUCTS COMPOSED OF WOBTE MATERIALS
(L7058, 149 (G0 See summary for PIT Section 17052, 14.
Uperative for income years begivning on o after
LE a3-8 January 1, 1989, and befors Jarnuary 1, 13994.
Section repsaled December 1, 1994.
(M 1308, Ch. A9-1091)

W”

4

23615 s CREDIT FOR EMDLOYER PRYMENTS TO SUBSIDIZE HEALTH
(Emerid) iﬁvgﬁﬁﬁg (50 See summary For PIT Sectiore 17058530 20,
; i ¥ inoope vears beglvning on ooy afber

k4 g E Fid [0 Tl & s Sy . 1
27, DR BS-T7EY)

E S5 OF ESTHABLISHINE OR CONSTRULTING
0 CHILD iR ?Qgﬁii?? (G0 Ses summary For PIT

SGechion 170 Opsrat ive Fn? income years bhe-
8 515 BEPE S Ut Jarnuary 1, E
1, Oh P14 (b B8Oz, Ch.

gy
{fik

23617.5 s CREDIT — 50% OF COST OF CONTRIBUTIONES TO GQUALIFIED
%mw&ﬁ; CORE PLAN FOR @E?E%ﬁgﬁ? Q? EMPLOYEE (S Ses sume

mary for BIT & . 2. 18 (perative for irn-

i after January 1, 1989,

Ch. BY9-1314)

e
{fk

SE&EL

summary for PIT Section

e years Depinning o

(R B0s,

23634 oo e *DRAMY CORPORATION — TAX CREDIY FOR SALES OND USE
{Maw) TOY ON Q&Qii?igﬁ PROPERTY (80 Provides that 1F &
NVH&Q? Rarndom-Aooess Memaory Uhips® (DRAM) corooe
SRR mwﬁw?s of UL B, Memosed & consortiam of
and computer oompanis gescribed in
=g the Gowvernment Oode), recelve
Gionm pursuant to that ctior from the
1t omay gualify for the
s gualified proper
at the covrpora-
Uperative for incoms
Jarnuary 1, 1989, and
stiov repsaled as of
Gl 84814405

>

L

LE 891

Exempt Corporations

22701d 170 RELIGIOUES, CHARITARLE, EDUCATIONAL, ETC. CORPORO—

{ Firae 3 ?Eiii\ég {80y Cownmtorms to F : Lok bvoaderned
relating o probibat

by exempt organizations

era L auw

ﬁiltz@am

L 85




BT IRE
SECTION GECTION

23701ir 57w
{ P ) (&)

c3701s
Rme ity (1

S f:
ot

L 8925

SRTO1u [
(Repsall

HI IV S T et =)

23701u
{Hevoam)

L Moo

23701y ROl
eyl

23704 Sl )
ey ) {13

23704. 6 S04 Can

(Pt ) oy L1

SUMMARY OF CHANGE

activities "in oopposition o’ as well as "in
support of . Operative for income yvears b&giﬂﬁiﬁm
o oo after Jamuary 1, 1989, (R BOE, Ch. BY9-1352

POLITICAL ORGANIZOTIONES (S0 Conforms bo federal
rules which allow & political ovganization to redme
burse candidates for expenses that, 1if incurred by
the carndidate, would gualify as "ordinary and
necessary’ husiness expenses, Operative for Lnoomes
vears beginning on or after January 1, 1989,

Ak A0z, Ch. 8%9-1352)

VOLUNTARY EMPLOYEES® DPENBION TRUBTS (80 Conforms
to federal rules relating o limitations on elec

tive defervals of exempt btrusts. Upesrative for g
come years bEginning on or afbter Jaraary 1, 198%9.
(A B0, Uh., 89-13582

NONPROFIT PUBLIU BENEFIT CORPORATION
addead by 8B 570 (Ch. 871148 repeale
i added by AB 430 {(Stabs.
AT L

148173 .
(k1

GuEry Ly, 19H0.
A

TITLE HGLDINE CDM?QNIES ("3} Seotion added by
BT - P10 renumbered as

(0 '%:. Lo 1, 1990,

(R 1910,

MQBELEHQ&§ 9QRK$, TERMANTS DROBNIZATION (S0 Clavi-
fims that an ovganization of mobllehome parl owners
ahall not }mf@ ite exemption merely because 1t
maintalr s caves For the mobil lehome
park 1t has purchased. Uperative for inoconge years

Tivinlng o Jaraary 1, 1889,

provides That tax-
VL ﬁfﬁaﬁladilun& may SCgulTe,

P ST T v § SRR & B P malpractlice and general liability
Ivisurance, Uperative Tor income years DEeERinming o

e mfter Jarmuary 1, 1989, (R B0z, Uh. 8913523

oyt o

s bo Pederal

erxenpt hospil

STATUS AOFTER ORGANIZATION CEARSES TO QURARLIFY FOR
EXEMPTION BECAUSE OF SUBSTQNTIRL LOBBYING TN
Comfovms bo federal law i i
FLLLE relating o stabus i3
Wi i z:?“a rave | their : :.smmi arthial
activitiss bto rafer o acbivities "in
tot oas wel proovrt of Lipe
&ﬁglﬁmiﬁg oy oo afbear Janmuary

Tt

toive




23732 Sizdoy UNBELATED ESSX&EQS ?QXQQ&E Iﬁgﬁﬁg (sl
(Hmend) that Californis
made by HolL. 100 .
publicly traded partrne
yvears DeEginning on o

(3 8oz, Ch.

Praovides

to Federal chanpes
‘zﬁg t& viegw i les Foe
Sa”“&?;VQ Fooy  Lyame
mvary 1, 1989,

“ () UNRELATED BUSINESS ACTIVITY BY A PARTNERSHIP (GG
L7 LBeotion repsa %Mﬁﬁ ! svigsiong are now v
mluded 1 awmﬁ Lexvy m@e alove) . Opsrat lve For

\ s e e e R, 4 2
e AT o ooy after January L, 198%Y9.

514 UﬂQELQ?EB ?EBY“?E&Q&CEQ E&SS%E {02 fAdds
LiForviaa o
fﬁﬁgwa il addad by M.l

that certal proamer Feom
copErty is oallocable
' bo bhe tas
For Lo
Jarnuary 1, 198%. {R3E BM

.
0

irm iy

LTaw wh

gim“ZHm -----

orpanizat 1 ons. hperra-

ﬁ%xm@x&mﬁt

T et o o oz
SATILIEATY

7yt @t her
}wﬁﬁlwﬂ B o brer av &

corporationg and

: vimt e

witioh have
S gt




BOCT IRC
SECTION  SECTION SUMMARY,

For purposes of the limitations on passive acbtivity
iu@%a@ and credits, "adjusted gross dncome” o mean
Tret income’, as determined under Section 4341,
with modifications applicable to & corporations.
Opsrative Ffor income yvears Deglirnning on or atfber
iaEs. (BE 354, Uhe 89-581)

Jawruary 1,

L 8928 fidde subdivision (g providing that the amendments
o TRE Section 1363 made by g@ctimﬂ 1&3&" Tl ol S
100~203, yelating tao vecapbtuwre of LIFO amount in
the case of elections by 8 corporations, shall oot
annly. Operative for inoome vears b@giﬁﬁiﬁq Dok
after January 1., 198%. (AR 802, Ch., &9-1352

23803 1561 CREDITS:; SHAREHOLDER®S PRD RATA SHARE (70 Elimi-

{Cymesncd ) mates duplicate provision [included in Section

Sttt %) o bax ovedit carne
the minimdn Franchisze bax.

i (GE J2054, Ch. 835810

refers
18,

s bhe

: CE Upera-

SRS S T ) afi«w Jarmuary

Gross Income

2HLTT4 &1 IMCREOBE IN VQCQTIGN ?Q? SUSPENSE pCCOUNT (80

CFme el ) L payey Tor P‘* ; Loy 17094, Operative for
0170540 1ol o oy athter January 1, 198%9.

: i [EE BOE,

i L»

4270 R ILLEBQL FEDERSL EQQIEQTISM SUBBIDIES (80 Contforms
(New) ; ives that gross Lncomse 1o
al ivvigation subsidyy that
e amount reguired to be paild
' amount a&txa'1> praci ol
delivered atfter Jarnuvary 1,

i Ly oy after January

Deductions

24306

SECUQITIES QCQUISITIDN LOAN: IRC SECTION 133 {50
f Lwver date of techrioal e
Tion 1 by FLLe 100 E
s ate y  bhe praovisions IRC
Seotion 1 AYUER Apmial 1o e oonly Lo lwnooms yeEars

givmiing o oo after Januwary 1, 19 and before

eyl Moedd i
Lo

L&




BT
ECTION

Jarnuary 1, Operative for incoms years bDe-—

ginviing on oy atber January 1, 13859,
(B BOE, Ch. 89-1332) :

24343 Lha TRADE OR BUSINMESS EXPENSES (T0) Clarifies that

H
{Americd) veferences Lo IRD Section 170 are references o
BEOTL o EHEET b i lusive. Opera-—

Tives vears beginning on or afber Jamuawy
Ly 198%. (A 482, Ch. - pooiAR 802, Ch. 831382

243423, 2
{Hepwall mdﬁ&g vy HE

Chia
{<3£ﬁ,d by
1isvg Jaruary 1,

slicates
37, Lh.

s None

g summary For PLT Section
iﬂwﬁm& y%ar* Deglnming On o

265349, 1 DEPRECIATIUN — LUXURY AUTOMOBILES OND EEXEE QSE
{ Bt ) §§S§E§T¥ (Tl ; e ey
(] o vears Deni
{f1H 4¢&

dég

ﬁ@ﬁ?ﬁ?i%ﬁ §§§§Eﬁ§§?§§% i% “E%Tﬁiﬁ EQ%ES

170 TREATHMENT OF CERTOIN AMOUNTS ﬁﬁfﬁ ?Q Qﬁ ?ﬁ% TH&
ggﬁﬁgi orF ﬁéfﬁgﬁ £§§QQT§S% ]




2CY
GECTION

ITRC

SECTION

E4359
{(Fimerc

24361
{Fimevicl)

246362
{Fmerd)

243635
{Mew )

‘%ébb@ﬁ

L2 89

24374
24375
24376
{Respeall

LC B9-E5

176

71

[y

M
-4
=

ot
-
ot

e .
e 7 i

17

SUMMARY OF CHANGE

CHORITAOBLE CONTRIBUTION DEFINED (S0 Conforms to

fedaral law which modifies existing rules relating
to prohibited political actlvztzez by exempt orpga-
wizations to include activities Yiv opposibion tal
as well as "in support of T, Opesrative for inoomes

yvearas beginning on or after January 1, 1389

{(AE 80z, Ch., &89-13552

ARMDUNT OF BOND PREMIUM (8C)  Conforms to federal
techrical corrvections, relabing to amoritizable bownd
prem il um. Operative for income yvears bheglrodng on
o atber January 1, 1389 (AR aoz, Ch. 891352

ELECTION (TL) fMmends subdivision {(a) to add a
cross reference Lo Bection S4363. 5%, relating tao
amovytization of Dafﬁ oremniums Ladded by AR 8O
{Gbtats. 19849, L, S 3. Uperative for lnoome
R DeEginniy after Javwuary 1, 1983,

Dh. &

“EGNB" QEFE&E% {3y 1&%?&@&% ia f@ﬂ@ra} %@ﬁhﬁiud§
raelating

=

accded U,

oy

cormfaorme to Federal
el i treatment
g@&ﬁ DYTEM U “wm?ﬂaE”% TR ICCanE

after January 1, 1389

TRADEMAORK OND TRQ%E MOFLE EX?E&ﬁE?ﬁ?Eg (&)
L ] avd conforms o federal law
l&tlﬁ& to the btreatment of
arnd Trade rnamsg Opey--
ivming on or after
{2 3 ;

c;zg{‘ gg!}"‘f{i‘rgrg

ating to o

RELOTED LESSEE OND LESSOR
REASONABLE CERTOINTY TESTY
APPLICABLE DRTE (4

SGections repealed a
rhigabtiorn of
thes

relating
tes by
178,

o atiter

Seotion

FRD= TV I s Tact

Ly




&“?lﬁN SECTION LiMmaRyY OF CHANGE

245280 e ARCHITECTURAL AND THANSDORTATIOMAL BOARRIER QEM@Vﬁi
{Repeal) EXPENSES (B0 Repmals obsolete sectiorn whico

applied amly o expenditures in income years i: Bive—
viivig bDefore Jandary 1, 13806, Ooperative for incoome
vears beginnming on after Jarnuary 1,

fBE 802, Ch., 891352

£

LE g9-&

£4381% o AMORTIZOTION OF CEATOHIN REHABILITOTION EXPENDITURES

(Repeal) FOR CERTIFICED HIGTORIC STRULTURES (8 Repesals
shaolete section which applied only to expsnditures

L 8925 ivy imoome years begivming prior to January 1, 1984,
Operative for income vears beginning on o after

Jaruary 1, 1989, (B 803, Che 89-1353)

24382 2l TERNANT-STOCHHDLDERE OF COOPEROTIVE HOUSING CORPORA—
{Fmerct) TIONS (B0 wwiforme to federal law which praovides
that no gailn oy 1oz 311 be recognizad by & oo
SR apeErative hﬁa%iﬂg cration upor digtribubion of
a dwellin bockholder 17 1t ig in @x-
c;%ng& ?G? : atoack i the corpoyva-
Loy and  gue Pyt ol lover of the gain by the
stockholder. Operative for ivcoame vears bDeglinning
i3 [ #8491

L.

umitt o oa s

o oo after January 1,

24390 i “DRAM" CORPORATION —

:-Qig!,},i.t } [
the deduc—

géiuw@ﬁ
Q@ﬁdi“

ivicomes Ve

. cartd ‘H:';‘?
as of AL

ot

248406, 35 GRS PRODUCERS® igﬁﬁiSﬁngg QE%SQE@TIS%S {5

{ Mgz ¥ deduct ion For

B lows
retunds of a {3 ExEE e uoers?

operat Lve vy oy bhe same Dasis as orovie
G R =¥ rocperat iy eociation

W@

o the
LY Y

eligibilit
1%Q§m% YEATE

(HE 714, Oh.

sy i ces bhat
é¥§ag Lo bhe

=&L1 2 BS54 REGULSTED E%?gﬁ?ﬁﬁﬁ? COMPOnNIES (Sl Ly
{Fmenc) SEaNY the ?ﬂ : e bax btreatment o
deficier

e dividends

ahall acoly.

LI 8920 Upsrative Tor aufnaf eninmd ooy oatl
Jarmary 1, (4 Che 89

4413 BED
(e}




BCT
SECTION

ITREC
SECTION

24416

{FPmeniod?
L Bg-as

eH4it. 1
{fAmevnd)
24416, 2
{Repw
(L7275 1)
(L7 . )

LU 89-28

24422, 3

ChHL 50
(Rmeyicd )
CL7E700

ShLibH7, 5
{Pesw )

S ad 3
{fymesyicd )
(172717

L &9-25

L4455

{Fmencd)

(X

17z

3
ot

fany
[k

172

S

i
o
o
s
e

274

SUMMARY OF

CHANGE

MET OPEROTING LOGS
tions provided in
Operative Januavry 1,

(Te
Sections
1930,

fidds reference to excep-
E4416. 1 and S4416. 2.
(BB 254, Ch. 89-581)
QUSLIFIED TAXPOYER UNDER SECTION 24416.2 (80)
QUALIFIED TRXPAYER DEFINED (B84
Hee summary for PIT Sections 17276, 1 and 17276. 2.
Operative for lncome years Degivming on or afbter
Jarmuary 1, 1989, (G 354, Ch. &89-581)

CAPITARLIZATION AND INCLUSION IK INVENTORY COSTS OF
CERTAIN EXPENSES (BI) See summary For PIT Sesction
17ET. Uperative for irncome vears beglivaing on or
after January 1, 1989, {38 808, Oh. B9-1355

Items Not Deductible

EXPENSES FOR INCREASONG RESEQRCH ACTIVITIEE (80
Conforma to federal law which denies the deduction
of ore-half of any sxpenses For whioch the research
credit was allowed. Opevative LVCOme  YEATS
beginmivg on oo after January 1, 1989,

(AR oo, Ch., 89150

T o

o)

LIMITATION ON CERTRIN AMDUNTS PRID TO EMPLOYEE-
DUMNERS BY PERSONOL SERVICE CORPORATIONS ELECTING
fLTERNATIVE INCOME YEOGRS (80 Conforms to federal
treatment of salaries paild the close of the
R STodud i) to shareholder owners by a personal
Operative for income years
Jarnuary 1, 1989,

afiter

VERE T
corporat Lo

D irrolvig o D &
(Rf BO&, . Ch. 8Y-13

DISALLOWANCE OF CERTAIN ENTERTAINMENT, ETC.
EXPENBES (S0)  Mdds subdivision (o), conforming o
faderal which permites Ffull deduction (rather
tharn 80 peroent? of meals Ffurnished to smplovess on
o Fabore pgas riogs and o emplovess who are
crew members of certaln compmercial vessels. Opera-
Tiwve ] . ars begivning on or atier Jarnuary

1y, 194, (fak 8O, Ul 859913580

1aw

S O

For i

et ad LS

SPECIAL. RULES FOR CORPOROTE PHEFERENCE ITEMD
fdds subdivision () oclavyifwing that bthe
SGeoction S914a {3y to Ya deduaction
= mearrs YThe deduoob o RECTL.
o arnt that the refevrence ivn RO Section
ALy il to T"hecotion 263{(c)Y mesans the deduction
umcler BECTL Section 244 Operative For inoome
vears beglinnming arn oy Javatary L. 1HEY

(B 485, Ch. BE-365)

(T
raference
uricher this
Sect ion

ive IRU

e

at e




=ET IRC
SECTION SECTION

Z&45] kAN DISTRIBUTIONS OF PROPERTY (50) Conforms to federal
Rmend) changes esnacted by TAMRA which expanded bhe scops
of special rules for computing esarnings and profits
L 89-28 ivi the case of distributions to a shareholder which
owrns at least 20 psroent of the stock of the dis-—
tributivng corporat ion. Upsrative for income years
beginning on oy after January 1, 13989,
(B8R 80z, Ch., 89313552

Ee452 A0l 4a)  AMOUNT DISBTRIBUTED (50

S4453 S0l ik AMOUNT TAXGBLE (80 ‘

2aL54 S0l 4oy BREIS (L)

Eh4548, 2 HG1{ey SPECIAL RULES FOR CERTSIN DISTRIBUTIONDS RECEIVED BY
{(Hepeal) 20 PERCENT CORPORAOTE SHAREHOLDER (500

Seotions reppaled a8 provisicons are row incorpo-
rated iv Bection 24431, as amended by AR 80
{(Gtats. 198%, Ch., 1352, {perative for income
vears beginniong on or after January, 1989,

ik BOR, Oh. 89-135:2)

=l PV 4 S04 REDEMPTION THROUGH USE OF HELATED CORPORATIONS (2D

Cfmenc) Provides thalt the medification of fedsral rules re-

lativg to rovvecopnition of gain for distyibutions
&

L B2 o corporations ownlng B0 percent or more of the

of the distvibuting corporation. Uperative
For inocome years Deginnd
1989, (R B0z, Ch. 839-1)

oo o afher January 1,

Z4313 FE7 APPLICABILITY OF IRC TRANSITIONOL RULES (B0 Corn-
(fameric ) forms o federal changes in the tramsition rules
velativg o the vepeal of the Denesral Utilities
Doctrineg, effective asg if they had besn incluaded in
the Tax Reform Aot of 1986, gernerally applicable to
1o Deginving on o after Jarnmuary 1, 1987.
(AR soo, B 1 ZEED

245521 A0 TRONSFER TO CORPORATION CONTROLLED BY TRONBFEROR

{Hmern (52 Addes new subdivision (&) conforming to fed-
gral modifications to rules relating to normeecouni-

LD B tion of gaivn on cerbtain transfers of oroperty tTao a

RNt o Operative for inoomg yEars
v Jarmuary 1, 1589,




BOT TRE
ST IO mel T 10N

24541 SEG 4y BRASIS TO DISTRIBUTEES (5
CRmericd) providing that property

uridery Bection 4551 withouo
: loss sh
»inah e ive aviother

a party to the reorganizatlon.

tivision (),
received
ition of gain

LS

s

whairh is

iroome years Deginnivg on or aftt LB,

(MR B0

Chae 8913

24562 DEFINITIONE RELATING TO ﬁSQQQRQTE REGRBQNIZ%?EGNS
ey ) (=20 Conforms bt fad ] i f
wwiaisz e
ﬁu

1. {3

i fens

sy Al Lve

L &Y

aftﬁr

Jarwary 1,

Miscellaneous Corporate Provisions

TRANSFERS OF pQﬁTNE?S%E? QNS TRUST IN?EREQTg By
3 CORPORATIONS
lating tao tra

24592 G SoECIifal Liﬁl?ﬁTEﬁﬁ% O %E? ﬁ@gﬁﬁTEﬁE LQSS CHARRY—
{fraes v FORWORDS { & f :

~bendd
ML

LE &9

from certa

the rniew
Limik

ST B s Tadw i1
Fimancial

of FDIL pavments
o

E Years
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24601 414 appLICaRLE ERC PROVISIONS (50 dods subdivision

{Bmend) {3y, statis that the provisions of Section 10201
of L. ?"é O, rvelating to acorual of vacation

L 89-zi pay, shall nobt aoply. Operative for incops years
begivving on o after January 1, 19849,

(HE 802, Ch., 892-1352)

gy
it
SEE %
y"‘x

pires baxpavers o use
state purposss that
urilesns initiated o
Eﬁﬂiﬁﬁiubiﬁkjﬁ

T E&QB@E VEQR =1

34633 5 G4 CHANGE IN ACCOUNTING PERIOD RERUIRED BV ?ESERQL TiiX
Girdy REFORM ALT OF 1985 i?& Hews Sunmary

Py oy 1VES "

alxle vear” and

”ﬁ% Rt

Lyeome
1987,

3} 5 1..}1'1

T

]

chB3T Ll GUCOUNTING PERIODS — COWFORMITY 7O IRC (€ See

{rnrerict ) SLNINaY PIT SBectiocn 17551, substitubin DL es
(17 ] Cavable vear”. domerative Foorr Dwnoome

at e

I arvtayy Ly Lo

o RS Ty
Lol

S5 Ly QCCBS&TI%S ﬁETHﬁS FOR CORPORATIONS ENBQBEQ IN FOaRM—
(et ) I%S =00 . subdivigion (b)) providing ihmi the
i o SR Efﬁw, S Rulv
wWith
Liocy bo use bthe
apply. Operative for inoome
R 1 N

24654 446 TATION ON USE OF CASH METHOD OF ACCOUNTING
1) See summary for FIT Sec L7SEE, substi
N Far AR

1o




BET IRC
BECTION e T ITON

CHANGE

24667 4505 INSTALLEENT SALES METHOD (80 See summary for BIT
{(Fmend) 4530 Seotion 17560, Operative for inoome yvears begiln-
ii?ﬁﬁﬂ} HEIR riivig o oor aftter Jarnuary 1, 198%. )

LE 8928 4530 (A B0z, Ch., B9-13582

2467 3. 2 i LONG-TERM CONTRACTE (80 See summary For PIT Sec-
{Cmenct tioy 17584, Uperative for ivcome years beginning

(L7S640 o o after Janmuary 1, 1398%9.
L 895 (AR 805, Oh. BEE

24681 Gl ld BENERAL RULE FOR INCOME YEOR OF DEDUCTION
(Fmenad summary For FIT Becticon 173565, Operative
{17565 Coe year i@giﬂﬂiﬁq o or after January 1,

Wl BY--2i (AR 802, Ch. B0-13582)

S4690 S NUCLEGR DECOMMISSIONING COBTE (B3 Clarifies :
{Fmernid ) the tax uporn the gross income of & Nucleasr Decom-
missioning Reserve Fund 18 an ingy tax and, thus,
LE 84925 vl subiect to fThe miwvimum Franchise tax. Opers
tive for dncoms years beglioving on or aiber
1. 1a28%9. (il Bz, Uhe &89-1352

e&8701 474 BEMERAL. RULE FOR IMVERTORIES (S0 fAdds
{Emericd ) 472 (i) providing that IHD Sscbion 47E, vela
2HTOS LIFO {last—in, Tir 3
e Sections 4702 to : ¥
24707 those provislons are now L
{Repeal) Uperative Tor incomes
LA ; Jarnuary 1, 1989,

tirvm Lo

b
ivverntor e shall apply.

g b

as
povr a7 OL.
e atiher

=3

Natural Resources

24833 &13 PERCENTORDE DEPLETION —~ EQS 3%@?1@& 633 %ﬁﬁi?igﬁ

{Fmevicd (T mawmm Qa%ﬁigé

s
L....‘J

L2 8%

Gain or L

s on Disp

24916 1 QDJUST%ENTS TQ 3@%13
st ) m@fiJ s fereno
Jusmtmernts
giviriivin

technical amernd-
obfyery BEDT sections,

prative For

o
H
-
Fomt
o

paEry by

24953. 5 103753 GRIN FROM SALE OF GQUALIFIED HDUSING ﬁ?QJEC
(et See summary for PIT Sectilon 18035, 5. Upesra
wp noame years o Aivg on oor afbter Januaey
(B 47, Ch. B9-1ati)




BCT IRC
SECTION  SECTION SUMMARY OF CHANGE

24994 1E7s IMCLUSION IN INCOME OF ORIGINAL ISSUE DISCOUNT (807

(mesrcd 3 fdds subdivision (b), providing rules relating o
the treatment of a state adjustmernt related to past

LE 8925 differences in the state and federal treatment of
original issue discount bords. Operative fFor
income years beglivving on or after Jarnuary 1, 1387.
(BE 802, Uh. 89-1353

23107 s APPORTIONMENT OF INCOME, INTERNATIONAL BANKING
{fAmenc) FROILITY (T Deletes reference tao Section 23044,

repealed Jarnuwary 1. 1989, Opsrative October 2, LK
89-i5 e, (AR 808, Ch. 89-1358)

25111 e o PERIOD OF ELECTION () Corrects an erronecus

{Fmend) rafe W v subdivision {al), relating o rnob

swivin bhe water! s-edge election contract. UOpera-

LI BY-a tive for incoms yvears begivning on o after January

: Lo 1989, (e 482, Ch., 89363 This covrrestion was
inadvaertently ochaptered out by AR &47 (Btats. 13893,
Che 1461y,

ey

L B0 Pyovides that a nonelecting taxpaver which 18 sub-
Ly provern bo be s member of the water’ s-edge
gyoin puysuant o an FTE auwdit determination, shall
be degemned to have made a wabter!s-sdge elect
Opsrative Tor ncome years rimviing on o after
Jaruary 1, 1989, (AR &47, Ch. 8914613

BEILL

Returns and Pavments

25061 e ESTIMATED TRX, GENERAL CORPORATIONS (T0) Deletes
{Fme ol reference to Sections 23151 and 23151, 1. Operat ive
For income years beginming on or after January 1,
1989, (B B0z, Ch. il ;

L &89-25

25901c 60 INTEREST ON PENGLTIES (205 Ses summary for BIT
{FAmend) Section 18689, Uperative Dotobesr 2.0 1369,
(1868%) (AR &0z, Ch. 891352

.- P
LEC 89-23

e
N
i

£3934 AN UNDERPOYMENTS DUE TO NEGLIGENCE OR FRAUD (£
CRmerct ) summary For PIT Secticon 18684, Operative for
(18684 iwooms vears begivming on o or after Jaruary 1, 19849
I O - 3 R (R 8O0, CUh. 891552

See




BOT IREC
SECTION SECTION glimmaiy OF CHANGE

25951 BED5 UNDERPAYHMENT OF ESTIMATED TaY (80 Conforms to
{(Amerncd) federal law by deleting subdivision (b which praos
vided for a reduction iy the pernalty for underpay-
ment of estimated tax 17 alt least BO percent of the
tax was paid (0% reguired). Operative for inoome
vears beginming on or after Jarnuasry 1, 1990,

(Rl 802, Ch. 8913520

LG 81

25951.5 et UNDERPOYHMERNT OF ESTIMOTED TRY - PRE 3-16-89 (80
(Rrmemcd ) Bee summary for FIT Bection 18682.3, st ittt ing
{1868z, 5 "March 16, 198%" for "Opovil 16, 1989Y. Operative

Fogs Lroome vears hmg1mn1ng CaYyoar “her January 1,
LO BY9-2S 1989, (AR 802, Uh. &8%9-1X

25954 HED4 (dy EXCEPTIONS (S Clarifies that, for s of

CRmenict ) the penalty Tor waderpayment of estimated tax, the
ety for the Y"precedinog tadable yvesr” must have

O 894 been for a Full LZ-month period. Operative January
1. 189G, g%

h. This provision Was
deleted by

{HGhats. Lh. 8912352,

LE 89-05 Substantially restructures the vules For oomputing
the pernalty for urnderpaynent of estimabted tax; and
contorms to federal chanpgss which (1) deleted the

reptlion relating to use of last year’s lncome and -
current vear tax vates, and (8 allows large corpo-
rabions o use orior year btax as their bDasis
making the instal lment of estimated tax

Forr bhe curre rative For income years

irnvilyig o o 33;Uﬂry 1y 1990,

Bz, Uhe BY9-13%

o

2K

mzf

£25957. 3 b PO PENALTY FOR FRILURE 7O MEET ORIGINGL ISSUE DISCOUNT

ey REFPORTING REQUIREMENTS (70 Revrumbers sechion as
SEGET A, and makes arntive change by de-

LDy None leting "the grovisions of " in reference to IRC Deo-
tiom 6706, (perative Jamuawv 1. 1990, (M 1210,
Che B8Y9-13607 CRO7E : Some 1989 publications of the

Reverue and Taxation Code phuw this sechion as

S R S

Refunds and Credits

260732 G511 (e STATUTE OF LIMITQ?IQ&S i CREDITS OR REFUNDS (703
{Pmeyc ) Des summary For PIT ot dor 19055, Uperative
(190557 Jaruary 1, 1990. (AR 2042, Ch., 89-41)

LG 89-&




=
%

g9a3i. 21
9891. 22
9891.23
BB9i. 24
3891. 37
9891. 39
9891. 42
CFRmerod)

L None

708. 730

T08. 740

708.780

L Nones

58135.5
(fFmesmic )

D Nove

BUSINESS AND PROFESSIONS CODE

Tax Preparers

ANNURL REGISTRATION 4OND FEE REGUIREMENTS (20

VABLIDATION OF REGISTRATION (20D

LOSS OF VALIDATION UNLESS RENEWOL FEE PAID (50

INACTIVE STATUS; RETURN TO AQCTIVE STATUS (SO

INITIAL AND SUBSEQUENT PERIODS (SO

CONMTINUING EDUCATION (505

FEE SCHEDULE (50D

Frovides for & stapgered ivth date rerneswal program on &
two-yvear basis for btax prepsrers and btax interviewsars.
Operative January 1. 1990, for new and rvernewed registra-
tiowms after Oobtober 31, 1990, (MB 851, Ch. 83839

CODE OF CIVIL PROCEDURE

SUMMARY OF CHEANGE
MONEY OWED BY PUBLIC ENTITY:; FILING ABSTRACT OR COPY OF
JUDGMENT AND AFFIDAVIT; SERVICE OF NOTICE; SUBMISSION OF
CLAIM; JUDGMENTS FOR CHILD SUPPORT (S0

FILING OF ABSTRACT OR COPY OF MONEY JUDGMENT AND AFFIDAVIT
WHERE MONEY OWED BY STATE AGERNCY3; DUTIES OF CONTROLLERg
JUDGMENT FOR SUPPORT; SELECTION AMONG MULTIPLE CLAIMS:
STATUS AS REFUNDS OF TAX OVERPAYMENTS TO JUDGMENT DEBTOR
(50

AMOUNT OF LIEN CREATED; AFFIDAVITS FILED PURSUANT TO SUB-—
DIVISIONS {(c) AND (d) OF SECTION 708.730 (50

Fads subdivision (@) to Sectiorn YOR. 730, subdivision (1) to
SGeotion 708, 740, and subdivision () to Section 708, 780,
defining "supoort” to mean Yan obligation owing on behalf
of a ohild, spowuse, o Ffamily, or combinaticon bthereof’; and
makes techrical changes to reflect this expanded defimition
of  support. Opevat ive January 1, 1990,

(RE 1904, Ol 89135359

CORPORATIONSG CODE

SUmMMaRY OF CHeNGE

AMENDMENT TO CHANGE STATUS OF PUBLIC BENEFIT CORPORATION
ST Deletes: the regquirvemernt that a ronprofit public berne-
fit corporation, 10 changing its status to a nonpeof it mo-
tual penefit oorporation, must pay bthe minimuam btax whern 1t



G928
{New?

=030

FO¥3
{Craesyicd )

Ly BMone

State. Hes

i
gy

amerds ibs articles with the Ssoretary o
Secretary of Stats b ify FTE of any
public bensfit coroorabion?

i, 18980, (48R . Ch. £

B lrEs

5 oarbticles.

SUSPENGION OF NONPROFIT CORPORATIONS OROONIZED PRIOR TO
1971 (8 Fravides that rbaive nompraf it corporationsg ore
ganized prioy to Jarnuary 1, 1971, who have rnever Filed an
arnvuial statement specifvi wg the address of theilr principal
office iv this stats (1f anyl, the rnames and addresses of
specified officers, and specif iviformation relating to
their agent for servic zrided by the
Seoretary of g
(| 317, Ch.

CONVERSION OF 8?§?§ BOMK TO %Q?E@&Qi %Q&ﬁ
bavii LL&;L”;éq i v ifornia, upown its
tional banking

iF with

-

g
TVETE DOV T
barb, aftfiter
jariizecd e
closs

[ w3 a

corporate record
which that bank ]
e {
it

ead»

DESIGHMATION OF ENTERPRISE Z§§§§§ Q?ﬁLEﬁﬁTiﬁﬁg CRITERION,
TES&%IQQL Q€§§S§Eﬁ§1§g ib;‘ SRS = Department
LOmmET e May, mrtearnriss
: ar airport
e e
Migh
&%ﬂ%;zﬁ'~

wiithim She

eronanded by
B ST : |




FTO73.5
{Pmerct)

L Hone

7082

{Hmend)

L Mone

i2419. 3
{merict )

L Nowne

A28
(Hmevid)

L BY-17

1176.5
CRimesict )
1185
{Repsall
3012
(Rmenid )

LO 84896
1 3050

(Rraerict }
LG 86

13052. 5
(e )

LE &a%-&

SUMMERY OF CHANGE

ENTERPRISE ZONE AREAS:; ELIGIBLE AREAS DEFINED (S0
Includes within the definition of an enterprise zorne an
area that has a history of gang-velated activity:; whether
or ot orimes of viclences have bDeen committbed. {Iperative
Jarnuary 1, 1990, (AR =251, Ch. 839-8939;

EMPLOYMENT AND ECONOMIC INCENTIVE ACT — DEFINITIONS (50
Frovides that the area designated as a targeted ecoramic
developmant area or a neighborhoosd ecornomic development
area may have, but is wnot reqguired to have, a history of
gang-related activity, whether or not orimes of viclence
Mave beern committed. Operative January 1, 1930,

(MB35, Ch. 89-8%9%)

PRIORITY OF OFFSET ACCOUNTS (50 Deletes the December 31,

1990 date Ffor offsetting PIT refunds by the Controllers
adds "family support” to offset priorities (1) and (2335 and

adde as mew priorities (3 and (43, the rnonpayment of
spousal support acocounts enforced by & district attorney,
and by somecns obher than a district attorney, respec—
tivelyv. Operative Jarnuary 1, 1390, (AR 1904, Ch. 891359

UNEMPLOYMENT INSURANCE CODE

RHAMARY OF CHANGE

ADMINISTRATION OF CALIFORNIA JOBS TAX CREDIT ACT; DURATION
OF SECTION (&0 Amends subdivision {(d) by changing the
rapeal date of this sechtion to January 1, 1994 {was 1/1/790)
(parative Januwary 1, 13990, (SR 71, Ch. &89-1074)

METHOD OF CLAIMING REFUND OR CREDIT; DISALLOWANCE AND PRO-
TEST; MAKING REFUNDS; LAWS APPLICABLE (TO)

RECOVERY OF ERRONEOUS REFUNDS; CREDITS FOR PAYMENTS INTO
DISABILITY FUND (T

CONTINUOUS APPROPRIATION OF MONEY IN FUND; PURPOSE; ELIGI-
BLE PERSON DEFINED:; UNEMPLOYED DISABLED RACCTOUNT (TO)
Deletes reference to PIT Section 17061.5, repealed by AR
o (Stats. 1987, Uhe 11380, Operative Jarnuary 1, 1990,
(AR S48, Ch., B8Y9-500)

WITHHOLDING STATEMENT; CONTENTS; TIME FOR FILING; ACCESS TO
INFORMATION; THIRD-PARTY SICK PRAY (T0C)

lectinical amendment to correct chapter and section number
changes, Uperative Jarnuary 1, 1990, (AR &48, Ch. 89-£00)

UNREPORTED COMPENSATION, PENALTY (8C) Imposes a penally,
im liew of the peralty imposed under RPIT Section 18681, 1.
For Ffaillwre to report compensation under Section 13050, or
FIT Sections 18803 o 18802, . Uperative Jarnuary 1, 1990,
(RED B4, Uh. B89-&00)




15478.5
{Fmesvict )

]

Moy

WELFORE aND INSTITUTIONE CODE

SUMMARY UF CHANGE

PORENT LOCATOR SERVICE:

DRTH WITH RESPECT TO PARENT DESERT—
ING OR ABONDONING CHILD,

SDOUIGE OR FORMER SPOUSE:; DUTIES OF
ATTORNEY GENERGL: AVAILABILITY OF RECORDS: RULES AND REGU-
LATIONG (80 #Allows the Depsariment of
informat ion, including tax return
from the Franchise Tax

ard vegistry of obhaer

Jusmtice to disclose
infaormation, 1t receives
to bthe centyal parvent locator

Operative Jarnuary 1, 1990,

(B 1280, Uh., 8910607
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hbatute of Limitations on Olaim
Fors Dradit ARe P uand

ot
[

Lowe—ITycome Housing Credit

Mioscel lansoys Techrmical Amendments

Faralty For Underveported

RERORTS

Bill Mo

A

Compensationg Employment Development

Department; Techrnical Changes

Special Tax Deduction for Gas
Froducers® Uoopsratives

Credit for the Purchase of
Qualified Recyveling Eguipment

Uredit for the Purchase of
Gualified Recvoling Eguilpment

Extension or Deletion of Volunmtary
Covtributions Sunselt Date

LoowTriome Howsing

Credits for Emplover and EBEmployves
Rideshare Participation

Solar BEnergy Tax Credit
LoweIncome Houwsing

California Dynamic, Random—-focess
Memory  (DRAM) Cormsort Lum

Small Business Health Coverapge
Credit

Erxtends Sunset Date for Jobs Tax
Credit

Credit Wrion BExemption From
Mimioum Tax

Covporate Dissolubticon - Mirnimum
Tax iv Final Year

Election Not to Recognize Gain

from Sale of Low Income Housing
Projects; Waterts BEdpe Blections
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Chapter
LG N Subjec

89—l Cyredit/Donations of fgricultura)l [ 2346 8512468
Froducts

r R Net Operativg Loss (NOLY and B SE 254 3 B
Corporation Techrnical Changes

Ty
o
e
ke

VAN

Bl 3 Employer Child Care Uredit B 446 85104 7

Ve dy Emplover Child Care Uredits AR 95l Be--1 3514 7

Conformity to Federal Tax Changes AR 80 Bl Zhe 74

B s Earthoguake Related Disaster Loss PR SEx
Carryvover SO S4u

“ttachment
h; it [
Ewhvibit K

ltative Change Report (LO) 891 was included iv Bummary of Legislation
ool dated Apedll 17,0 1889,

Legislative Change Report (LU 89-0 not included - Nobt dirvectly related to
the Fersonal Income Tax Law (BITLY, the Haﬁw ared Uorporation Tax Law

{(BECTLY , oo the Senioy Uitizens Property Tax fssistance arnd Postpoonesment
Loaw %-::}wa‘ TRl .

Mo Lenisliative Uhanpe FReports (LCs) isswued for the following bills:

Emterprise Zones HE

i
Id H
s
o
[N
i
W
L.

Registration of Tan Freparers G BEd Ba-B59

Disclosure of Tax Information M LEEO £ 100

H
California Parent Locator Service

OfFeeter Delinguent Ohild Support R 18304 891 359

i

Mairnternance of the Lodes falr 1910 B9 1560

859-1410

P
s
i
o
o

Exempt Corporations, Change of

P

Status: Prepayment of Minimum Tax

State Banks Converting o Mational SR =70 Bzt
Barbks

et R e

bry

siorr of Nonpyafit Cooporations S8 317 B3 4 40
SGecretary of State

(=

Disclasure of Tax Information to B 74 B59-295
Studewrmt Rid Commissi




LEGISLATIVE CHANGE NO. 89-2
ASSEMBLY BILL 2042

%§% Autbiog g Woodruf F
= Subject: Statute of Limitations on Claim for Credit/Refarnd
leaws Hffecting Framchise Tax RBosrd: Sections 18033 and 26
Reverue and Taxation Code
Date Filed with Secretary of State: Jume B, 1989
Chapter Number: 8941

SLiMraRY

Seoetioms 19053 and 26075,

act reqgquires the Fravnchise Tax HBoard, when it issues a Notice of
s Overpavment at the comclusion of an auwdit, to mail that
o oa preprinted form.

act codifies the department®s current practice in that the
arzhise Tax Board issues a nodice of proposed overpaymant to the
taxpayey by mailing & form titled "Computation of Fyoposed
Overpaymant.

This act takes effect Jarnuary 1, 19%0,

This act does ot reguive any reports to the Legislature.

LEGISLATIVE CHANGE NO. 89-3
SENATE BILL 70

At bor s e Lreerne

Subject: Low-income Housing Credit

laws Affecting Franchise Tax Hoard: Sections 17058 and 2
Reverue ard Taxation Code

Date Filed with Secrebtary of State: June 15, 1989

Chapter Number: 8946

BE10.5 of the

SUMMARY.
Sections 17058 and 24610.5

This act modifies bthe provisions pertaining to the low-income housing
el t by

s Imcorporatinn all the changes made to the federal provisions by
the Techrnical Oorescbtions and Miscellaneous Revernus Act of 1988
(see fAddendum) which are irvoorporated in state law by reference;

] Foroviding that all slections made by taxpayers pursuant to the
federal low-income housing credit apply for state purposes;

o Modifyling the rules that apoly to taxpavers who are entitled to
racelve a oumulative cash distribution from a low-income howsing
oroject by making the eight percent limitation apply 1n the

appregate to the partners 1 the taxpaver is a paritrnership and in




tihe aggregate to the shareholders 1 the taxpaver
corporat iang

o Froviding that the vemaining unused poetion of the
millior Foro this oredit ivn sach of 1987 and 1988 wi -
Forward and allocated in 19883, However, the oredit p?iud Foope
these amounts dogs not begin until after December 3ia 148% ¢

?

4

“ifvivg that & mividmum of 20 perocent of the coredit allocated
he Mortgage Hond and Tax Credit Allocation Committes must be
for praojects in rural areasy and

*:3“"
<
ﬁ‘ﬁ

s allowed whers the

ivn bthe vearis) subseguernt

i gl The amount of the

credit must be determined by applvivng the apprapriate

cifiedy o the amount of the inorease in the

brasis. The additional coredit is available over a four

period Deginming wi the yvear in which the inorsase oCoUrs.
law provided that in this circumstance the btaxpavey must

oeen sligible to apoly For arn allocation of the oredil.

o Hroviding that an additional oredit
ﬂumilflec basia of & bullding incore:
»obhe first vear of the oredit :

Pt ovie ]

mot result on departmerntal e
Lenislature pursaant bo Seoblon
e rt Code,

VEOULITLITEG &

T

gram change:
1101705 o

Federal law with
sochment of the Tecohrnical arnd

Heverus Aot sllaneous Revernue Aot of

zi}élr}a
e attar i%%?a The
~centane pres
Secretary Fors

LY OGERTTV L CE.

i3 the month v which such
building is placed in service;

morth in whickh the
with the cownsent of
apency,. irrevooably

te o determing The

1 enpee 3 v es ﬁaa” ivg oredit in

advancs of the date such

i lding is placed

must be filed
v later than the




fifth day of the month
following the date that the
binding commitment is made
betweern the state agency and
the taxpayer.

Such an election is binding
for income tax puwrposes on the
taxpayer, the credit agerncy,
arnd all successors in
interest.

Rerts that could be charged An exception was added to the

Families in units on which 0% limitatiorn to provide foe

a credit is claimed generally situations in which the ternant

may wot exceed 304 of the receives federal rental

applicable income gqualifying as assistance that is reduced

"law', adjusted for family size. as the ternant's income
Increases,

To e a gualified low-incaome project, The building may be placed in
ar allocation of credit authority garvice in the year irn which

was rvegulired to be received from the oredit allogatdion is

the state in the vear in which the received, or in either of the

- buiiding was placed in service. two succeedin ears v i ded
. L LS ¥
.

that at least 104 of the
expacted project costs were
paid by the end of the year in
which the credit allocation
was received.

P porovislons et languane was provided to
clarify that a housing project
is rnot disqualified from
receiving a coredit allocation
solely because the developer
urndertook the project as a
condition of receiving zoning
variances for other
o low—income rental housing
property.

Mo pyovisions Effective as of November 10,
1988, the low-income housing
credit is extended for anocther
vear, bthrough December 31,
1990,




LEBISLATIVE CHONGE NO. 894
ASSEMBL Y BILL 482

PAuthor: Jorries

Subject: Miscellareous Techwnical Amendments

aws Affecting Fravchise Tax Board: SBections 1708405,
1778, 17565, 18001, 1800z, 18807, Z3051.5, &
SAA4E, RAGEE, 20111, and 25954 of the %@v&&um &
Code

Date Filed with becretary of State: September 18, 1989

Chapber Number: 89-362

17310,
24349, 1,

SLIMMARY

SGections 17024.5, 18807, Z3031.35, 24343, and 24349, 1 amended.

This act makes clarifying technical charges that were au@m@quam%iv
supsrseded with the snactment of OB 8052 (Stats. 1989, Ch. 1352

Section 17206, 17210, 17272 rvepesaled.

Removes redundant references to Ythe meaning oFf the term Yadjusted
groes drncome” with regerd to casualty losses, medical expenses, and
the deducticon allowed for contributicns to Individual Retiremernt
FRocourts (IREA.

=eob ions 17569 arnd 246 added. -

the provigsion veguiring tadpavers to use the same taxable or
inooms year Tor stabte purposes b they do for federal purposss
the chapter of the Revernus and Taxation Code that deals with
acoodnting periods

Sectiong 18001 and 180058 amerded.

Clarifies that the term "met drncome baxes” paid to ancther state
includes the taxpayver's o rata shave of any btaxes on, o socording
Lo, o measured Dy ae o prafits paid ooe aacwuad? which were paid
by A S corporat Do,

Seobions 824449 anended.

B

Linrlfzwc that references in certain RO ctions that refer to other
spctions are instead references to fnrﬁ and Corporations Tax Law

fing A Mk 111 amended.

Covrects an erronecus veference 1n the Bank and CDovporation Tax Law
ction that prescribes rules peritalning to the periocd for making a
%Qﬁl&ﬁa Trides rrection was subseguently chapbtered out
{Stats. 1989, Che 1461,

ot

by IR




Section 285954 amended.

Clarifiess that, for purposes of the penalty Foor underpayment of
eatimated tax, the return for the "preceding taxable year" must have
beer for o a full 1&8-month period.

This act will not resalt in departmental progeam changes For the
departmant reguiring a report to the Legislatwe pursdant to Section
11017.5 of the Government Code.

The provisions of this act are operative January 1, 1389,

LEGISLATIVE CHANGE NO. 89-6
ASSEMBLY BILL 648

Pt L. Byrown

Subject: Faenalty for Underveported Compernsationg Employment
Development Department ) Techrnical Changes

Laws Fffecting Franchise Tax Board: Section 18681.6 of the Revenue

arrd
Taxation Uode and Secticon 13083.5 of the Uremployment
Insurance Code ’

Date Filed with Secretary of State: 9/81/789

Chaptser NMumber: 89-£00

SUMMARY

Gection 18681.0 of the Revernue and Taxation Unde is amended.

This act provides that the pernalty for failure to report compensation
¥ mal services carn be inposed by either the Franmchise Tax Board

Erployment Developmernt Department (EDD). fle such, 1t will no
Lormgesy be mecessary fore EDD to forward its audit reports to the
Framohise Tax Board (FTE) for it to impose this penalty.

"t

f. 8 1e added to the Unemployment Insurance Code.

Seotion 13

auwthorizes the EDD to impose the pernalty for failuwre to

> compansatioy for personal servioss and specifies that the

ibiovr will be by either the EDD oy FTE (not both). fe such, EDD
soafle b ouse its audit reports o impose the peralty rather

orward the audit veports to FTER for dmposition of the penality.

.[..
This act will mod result i depsrtmental program changes regquirling &
repoyt to the Lepislatuwre pursuant to Secticorn 11017.5 of the

Govervment Code.

This act is operative Januaey 1, 13990,




LESISLATIVE CHAMNBE NO. 897
fRESsSEmMBLY BILL 714
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This act’s provigsions apply to income years begirmming on o after
Javiwary 1, 198%9.

I 1987, & legislative bill {(Stats., 1987, Ch. &80 amended the Public
Utilities Code to permit three or more pervsons enpaged in the

prosduction of gas to form a cooperative association to:
1. Sell gas produced by its members.
2. Btore, handle, transport or utilize gas or manufactuwre o make

by-products of pas.

Fe Marufacture, sell or supply to its members machinery., equipment
o suppliss directly velated to the production, btraosmission,
storage, o marketing of pgas.

o Fimance any of bthese activities.
e Represernt members in bargaining and rnegotiaticons corncerning any

sale of gas o a third partv.

Rocording to one of the sponsors of this act, to date, gas
cooperatives have wnot besern formed for many reasons. (3re of the major
reasons 18 that the gas cooperatives received unfavorable treatment
whan competing For use of the gas lines. Legislation passed in 1987,
effective orn Jarnuary 1, 1989, elimirnated this discrimination. The:
frablic (ilities Commission is ocurrently in the process of
administering the act’s provisions by allowing fair access of the pas
lives to the smaller gas producsrs.

ey

LEGISLATIVE CHANGE NO. 89-8
ASSEMBLY BILL 1308

Author: Killea, et al

Subjgect: OCredit for the Purchase of Gualified Recycoling Eguipment

Laws Affecting Franchise Tax Board: Sectilon 23612.35 of the Revenus
arnd Taratiorn Code

Date Filed witn Secretary of State: 9730789

Chapter Nunmbesr:  89-1091

chdiorn DA LS. 5

This act allows a coredit against "tax” equal to 40 percent of the cos
o purchaging gualified propecty. This credit is to be claimed in the
Ffollowing amounts arnd for the following vears:

T ZO% of the coast Ffor the income vesar of purchass
W 18% of fthe cost for the income vear immediately succeeding the

income yvear of purchase; and



) 5% of the cost for the second income yvear after the income vesr
oaf purchase.

The oredit is only allowed if:

{19 The total adjusted basis of all gualified property owned on the
Last day of the incoms vear excesds the total adiuvsted basis
all gualified property owned on the i xy o the L

e

VEAar.

= The total number or capascity of ltems of gualifisd property on
the last day of the irncome vesy exceeds the tobtal rnumber or
capacity of items of gualified property on the last day of the
DAaGE Year.

The amount of the credit can ot excs
gual i fied

=l Fz50, 000 with respect to
rhy usmed in arny ong manufacturing facility.

b
:
1
s
s

Specifically, thiis

o vaguires thaet the basis of arny cualified propervty be reduced by
the amount of the oredity

o reguives that tawpayvers who dispose
gualified p v e disallowed any
allowed as i bhe year of ol

oy s larngey use the
amournt that would have beer

wit o G YelvilAn e

o specifies that 1fFf two or move taxpavers o parbroerships share in
the expenses eligible for the oredit, then @ach tax ;aw@r would be
@rtitled bto re Tlowalble ”“wdlt with respect o its pro

rata share of the experns &l

s i ve e

o allows the oredit e carvied over o fuature years.
fa}j?mwnia Integrate
ify to bhe bTaxpayvey
ifs& bofor the
uéhawzﬂgx

e

is regulred
i pa i omend
wegﬁ;v@ﬁ o oo oall oo

(1 orovide an anvual 13 of the gualitied taxpayers who were
sued the certification to the Francohise Tax Board {prefesrably
magretic media o obther machineg veadable form) in a Form and

manver agreed upon by the PFranmchise Tax

preoey 3 cle
Fear 4

the cevtificabtion o

atwye on the impact of act’ s
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ated Waste Managesmernt Board.

=y submit &
Erov LBl ont.
claiming the
Torowhiioh the

;am@m@ﬁt

Ll

e o PR S [ N S
ST LG T




Taxpayers who olaim the oredit are required foo

(13 provide the Ualifornia Integrated Waste Marnagement Board with any
documents deemed rnecessary by this board to verify this act’s
eligibility recuwirements; and

2

&

m
[EX
-

retaln For its tax records a copy of the certification received
from the California Integprated Waste Managemernt Board.

The following definitions are contained within the act:

s "Bazse year" is the income year immediately preceding the incomes
veaar for which the oredit allowed by this section is claimed.

O "Oualified propervty” means pachinery or eguipment located within
Lalifornia, which is used by the taxpayer exclusively to
marufactwre finished products composed of at least 90 percent
sacondary waste material with at least 10 percent of which is
romposed of postoorsuamer waste pererated from within Californias
"Gualified prapervty” may include manufactuwring eqguipment which
utilizes 100 percernt secondary waste, irncluding at least 8O
percenh toonsumer waste where all of that material is

mtalned within the firnished prodact regacdless of the finished

product? e percent postoconsumes ocontent. "Ohuaalified propseby?
includes, but ds not limited to certain deinking sguipment arnd
carbtain egquipment used to reclaim specified plastic,

o "Postoonsumer waste” de only those products generated within
Califormia by a business or gonsuoser which have served their
ivtended end uses and would normally be disposed of as solid
wazte, having completed their life oyvole as a consumer 1ten.

g

L

i Secvondary waste”" means fragments of products or findshed
products of @ manufacturing process generated within California,
which has converted a virgin resouwrce into a commodity of real
economic value, and 1nocludes postoonsuamer waste, but does not

iveluade mill broke, wood slabs, chips, sawdust or obther wood

rasidue from a manufacturing Dprocess.

o "Fimished product” means & marketable product o component
thaerecot that has an economic value to a comsumer and i1 ready to

e used without the reguirement of further alteratiorn of its
T,

[ 4
o oact will wot resalt in depactmental program changes reguicing &
report bto the Legislatwe puwrsagant o Section 11017.5 of the
Governmernt Code.

This act’s provisions would apply to dncome vears begirnming an or
after January 1, 1389, and before January 1, 1994,




LEGISLATIVE CHONGE NO. 899
SENATE BILL 432

Guthors Blouist %&%\1
Subject: Oredit for the : i sy & -
Laws MATffecting Franchise Tax

and Tawxation Dods
Pate Filled with Secrebtary o
Chapter Number: BY-1090

i

iz Section

Btate: B/30/89

Dection 17

of the

H L

This aoct cradit against Unet tax” sgual to 40
cost of puwrohasing gualified property. This credit is
ivi bthe following amounts and for the Following yearss

v o laimedd

of the oost for the taxable year of

purchase

Foo Bl

ey s

o PE% of the o ately sucoeeding the taxable

of purohs

thie v for the second vear after the vear of puroha

e oredit o ly &l lowsd L

013

total adj i of all gualified propsrty owned on the
day of the taxables vear exceesds bthe total adjusbed basis of

gualified property owned on the last day of fthe base yvear.

bal wmumber or casacity of items of gualified property on
boday of the taxable yvear excesds the tobtal rnumber or
o, i

capacity of dtems of gualified properviy on the last day of the
ks WVERAT .

B

e e

The amownt of the oredit can not exceed 2250, 000 with respect to
gualified property used in any one mandfacturing facility.

that of any gualified property be reduced by
At:A

Aartoiuant oF

o that wha dispose of or no longer use bthe
gualified prog _ w1l owed any amount that would have besen
allowed as a oredit in the vear of disposition or pmonuse:

B that if two oy more taxpayers o gartwverships share in

coeligibkle for the oredit, thern sach taxpayer would be
receive bThe allowable oredit with respect to his/her
ahayre of the =5 For husbands and wives who file
returns, the oredit would be taken by either o divided

oy

"]

sy hienty

o allows the oredit to be carvied over o Fubure vears.
b



The California Integrated Waste Marnagement Roard is reqguired to
certify to the taxpayver that the machinery or eqguipment purchased i1s
gqualified for the tax oredit and is reguired to do all of the

foal Tawings

(1) provide an anral listing to the Frarnchise Tax Bosrd (preferably
ov magnetic media o other machine readable form) in a form and
marmer agreed upon by the Franchise Tax Board and the bhoard of
the gqualified btaxpavers who were lssued the certificationg

(=) orovide the taxpayer with a coapy of the certification to retain
For his oy her records) and

{3 gubmit & report to the Legislature on the impact of this act's
POV IS 1 ONS. The information must include the number of taxpayvers
claiming the credit, the total dollar amount, and the sgurpment
For which the oredit was ussd. The California Integrated Waste

Marnagement Board is reguived to work cooperatively with the

Franchise Tax RBoard. The Framchise Tax Board must provide bhe

data to the Lelifornia Intepgrated Waste Management Roasrd.

Taxpayers who olaim the credit are reguired to:

Integrated Waste Management Board with any
ssary to verity this act’s eligibility

(1) provide the Califormia

o umeyih o emen e
ard

for hisg ar her tax vrecords a copy of the certification
Frrom the Calilformia Waste Manmapement Bo

arcda

The following definmitions are corntained within the act:

vear'" is the taxable vear immediately preceding the taxable
ar Tor which the coredit allowed by this section is claimed.

e

O, “Glualifisd property” means machinsry o eqguipment located within
Califormia, which is uzed by the taxpaver exclusively to
marnufacture Fimished products composed of at least 30 pevcent
sacondary waste material with at least 10 percent of which is
composed of postoonsumer waste generated from within Californias
"Oualified property” may include manufacturing eqguipment which
ubilizes 100 percent secondary waste, including at lsast 80
percent postoonsumer waste where all of that material is
contained within the finished product regardless of the finished

| percent postoossumer contert. "Oualified property”
bt is wot limited to cerbtalin deinking eguipment and
certaln gouipoent used to veclalin specified plastic,

o HE

amer owaste” 1s oanly praduacts generated within
business or consumsy which have served their
ses and would normally be disposed of as solid
completed their life ovele as a consumer item.

Ravirin

i

o THecondary waste'" means Fragments of products or finlshed
products of a marufactuwring process generated within Califoarnia,
whioch has converted a viergin rescource into a copmodity of real

promic value, and includes postoonsumer waste, but does notb
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This act also authorizes the Controller to continue bransferering
amournts contributed prior to the repeal date from the Fe
Tax Fund to the desigrnated funds, and for the administrators
desipgnated furds to continue to disburse amounts contributed
theay are exhausted.

el Inoome
of the
urtd 1

I addition, the FTH must report to the Lepisletwe 1f in any fiscal
vear bthe administrative costs for any fund excesd 3% for the first
year and 7% in succesding yeEars. The report includes: (1) The reasons
the administrative mte excead the targeted amownty amd, G2 8 plan
to reduce the administrative costs in subsequent yvears.

This act is operative begilrnming January 1, 1930,

Thyi act will mot resualt in departmental program chang
report to the Legislatwe puwrsvant to Section 11017.5
Government Code.

requiring a
the

LEGISLATIVE CHANGE NO. 89-11
SENATE BILL 1290

Pt o Seymour ancd Hopp
Subjent: Low-ivooms Mousing

SR10.0 of the Revernue

Laws Affectivng Franohise Tax Board: Section
arnd

Taxatiorn Coce
Filed with &
Mumber s

Seotiorn 2361005,

This act modifies the provisiorns pertainivng to the low-income housing
credit established under the Bank and Corporation Tax Law, as amsnded
by SER 70 (Oh. Moo 46, Stats. 1989), by allowing new credits to be
allocated for income yesics beglrming Jaonuary 1, 1990, and thereafber
onily as long as comparable provisions sare in effect at the federal
level.

I addition, this act clerifies the law by adding the following
definitiocna:

o "Tang

ayer,  for purposes of the Bank and Corporation low-income
Fowsing oredit, mearns bthe sole owner in the case of a C
corporation, the partrners in the case of a partrnership, and the
: modders In Yhe case of arn 5 corporation.

orgor' For purposes of the Hank and Corporation
Modsing oradit means the sole owner in the case of a C
iy Lhe o mereahip 1n the case of a partnershio. and
sration in the case of an 5 corporation.

wrrbmevtal p iram chanpes requiring a
arsaant bto Bection 1101703 of the
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AESEMBLY BILL 1463
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This act reguires employers to:

13 Heap a contemporanecus log of the vehicle’s use to determine 1F
the ugse meets the reguirements. The logged information must
include, but is not limited to, dates and times the vehicle was
driver, the mileage of each trip, and puwrpose of each trin

.

.

%

=) Retairn documents verifying the vehicle's weinght reguirements.
These would irnclude the vehicle's ocwrners manual and the vehicle's
registrat ior.

A Fravide the information iv ditems #1 and #2 to the Framchise Tax
Hoard upon reguesh.

addition to the oredit provided to employers for purchasing,
o leasing vehicles, employers are also allowed:

bt fooredit sgual to 40 percent of the cost of providing subsidized
pubrlie branmsit passes LF the emplover provides no Fres o
subsidized parking.

al A ocredit egual to 20 pevoent of the cost for providing subsidized
public transit passes 1 the emplover provides subsidized
ar ket v .

i A ooredit esoual to 10 percent of the cost of providing sabsidized
public transit passes 1T the employer provides free parking.

! act provides definitions for emplaoyer, employves,
gnnlover-sponsored ridesharing incentive program, comparny shutble bus,
vy commuater bus or van, company motor-pool vehicle and

FOLI .

e credits provided by this act are in lieuw of any deduction to which
the emplover may be entitled for costs thet are used to determing bths
llowable orvedit amount.

choroa 170851

Forr taxable yeare beginming on or after January 1, 1989, and before
Jarnuary 1, 1996, a oredit (available for carryover) ls allowed to
enplaveess in noreenployver-sponsored vanpool programs inoan anount
ecrual o 40 percent of all vanpool subsoription costs. To e eligible
to claim the ovedit receipts me o available, The credit allowed by
per baxable year.

this section may nolb exceed S48

This act provides definitions For vanpool, emplover, employees, and
ROV eI Ly S S e vanp Ry alats Fab-YoiN

provided in oall threse sections for the sharving of
2 than ong taxpayer shares in the experses.

where the emploves’s credit esxceeds the taxpayer's rnet
may be carried forward o succoeseding yvears, 1f

: Gy
Ve wurntil the remaining oredit 1s exhausted.

25 G
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act praohibits the credit from belng
e with &
alrle year f

claimed for any salar energy
penserating capacity in excess of 30 mepgawatts for
rowhich the In ot allow at
a lO-percent tax it ayatems which 3 eoguivalent
ta the credit avallable wnder the Internal Foy b
alaendar vear.
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LEGISLATIVE CHANGE NO. 89-14
SENATE BILL 726
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Imoome Tax Law, as amended by SR
Gtats. 198%), by allowling rnew coredits to be allocated
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marnufactwring facility, these incerntives will mnaot be avallable Lo any
AN DAY ET. Ot e provisions of this act. as descoribed below, rnot
raxlated to tax irncentives are effective Janmuary 1, 1990,

GOVERNMEMT CODRE PROVIGTIONG

Section 11758 18 amended.

This act reguires that the divector of the Stephen . Teal Data Uenter
be appointed by the Goverrnor, suabject o conmfirmation by the Sernate
arnd who will spver at the plesswres of the Goverrnor.

Formerly, the dirvector of the Stephen . Teal Data Center was
appointed by the Secretary of Business, Transportation and Housing
FRgesrncy purswant to oivil serviocae.

shiow 18352.6 1w amended.

This act makes mivoos, technical changes to the Goveryment Code
provision that establishes the Competitive Technology Rdvisoey
Cormmittes within the Deparitmernt of Commerce.

4
ol

Ane e

Thie act amends the provision that authorizes the California
Teohrolagy Feogram to provide grants bo technology
preeos jeot s,

Compet

FUATIH YL

[

by this act aad
rereive funding th

“tia to the typ of projects that are
rovnb the grant ooeogran.

I addition, this act allows grant funds awaerdsd for cornsortia
development projects to be
compliance with all of

furd third-party projecte upon
following reoulrements:

o, M e e vy 47w
Dl PER BT

Ty

jects are within one oy more speclfied technology oo
vy oprlorities.

b Thoes :
selecting the projects.

artment of Commerce bas approved the process uased for

b ity oo

o ST ATl ol U

ing bthe prod

a nonproef it organis

1% amended.

the

This act modifies the provislion that limite the amount of funds
izoretlonary technology transfer

Divectaor of Dommarce may award as dis

oyarnts.

Specifically, this act authorizes the Divector of Commerce tao award up
to 15 percent of the Ffunds appropelated Foroa given Filscal vear for

o ~tia development oy
wilthiv 2ix months Feoam bhs
six monthe, v privabes o

jects which do rot have private ssctore matoh
date of the awased of Funding. ¥, after
ctor matoh is availlable, Turding under the




prasgran would cease and all moveys previously received would be
reguired to be retuwrrned to the state.

"Ereivate sector matoh' means a cash or in-kind conbribution available
Foy expendituwre o uge to a consortium development projesct.

Section 13379, 20 is added.
This act codifies legislative findivgs regevding the soclo-economic
need for encouwraging the consortium to locate 1t's DROAM semiconduchor

chips manufacturing facility in California.

Section 133739.21 is added.

reaguires the Department of Commerce to armually certify that
the ¥ i d@ﬁcwih@d iv this act is eligible for the tax benefits
speo i Fied.

AND TAXATION CODE PROVIE

FEVE

and 24353790 are added.

Seoctions 17

Thie act allows the deduction of interest income that is atitributable
E { the tawpaver/lendses o a corporalion ‘wat was formed
foreigrn manufacturers of state-of-the-art DHRAM
chips (Pevsornal Income Tax Law Segcbtion 17231 arnd Bank &
Law Sectiorn 24354 with respect to indebtedress
b bhe coorporation’s facllity or facilities located

srporate provision (Seotion 245900 provides for the following
ihional tax inDentives:

pt
l...:m
[

£ &xpwzgimq cof s povtion of the mf (1Y machinery ard machinsry
usmed For fabricabting, processing, assemblinp, and

huvdnn andd (3 machinery u*wd too produce renewable energy
oyt oalr or owaber pollution conteol mechanisms (Bank &
poratiorn Tax Law Lo SASRE. J) . Howewver, this sxpensing 18
available only with

To sguipment used exclusively for bThe
~ation’ e facility o facilities loceted in California.

o Honet ﬁamvmtiﬂg loss carvylorward of 100% of the amount of the
‘ufiuﬂ OS2 (Nank & Covporation Tax Law bDeoctions 2441601

2 obul o ownly wibth respech oo oactivities divectly related
corooration’s Fa Jity o facilities located in

met operating loss can e carried forward

i

bablishes taw oredits foor sales and use tax paid on
gualified property (Bank and Corporatiorn Tax Law

but only with vespect to propertil psed exclusively
it s F i o Facilities located in Califorala,
to & oval ﬁf’ Sh, OO0, OO0 ot
Foarr (17

far




assemnbling, and manufactwring or (&) for production of renewable
energy resources or pollotion control mechanisms.

The amournt of the credit is limited to the taxpaver's tax liability.
In the case where the credit exceeds the tax, the excess may be
carried over to succeeding years. Any sales tax claimed as a oredit
con "gualified property” may not algo increase the basis of such
property.

This act?s tax provisions are operative for taxable and iwcoms yvears
pegivming on or after January 1, 1989, and sunset on January 1, 0053,
but are only operative upon the armual certification by the Department
of Commerce.

This act will mot result in departmental program changes reguiring &
report to the Legislature pursuant to Section 11017.35 of the
Goverrnment code.

LEGISLATIVE CHANGE NO. 89-16
SENATE BILL 1207

PAuathor: Keane
Subject: Small Business Health Coverapge Uredit
Laws Affecting Franchise Tax Board: Sections 17083, 20 anmd 2363158 of
the

Revernue and Taxation Lode
Vate Filed with Secretary of State: September 26, 1
Chapter MNMumber: &9-797

5
]

SLMMARY,

This act extends bthe Personal Income Tax and Rank and Covporation Tax
credit, enacted by The Small Emplover Health Coverage Rot of 1988, SR
SZED (State. 1988, Che Noo 15210, to all small emplovers (29 enployess
o less), whether or rot they subsidized health care insurance
coverags for enployees during 19886 o 1987,

Ivi addition, techrnical covrections were made to the statutaorm
datfinitions of enplovers and emplovess who meet gualification tests

related to credit eligibility. These corrections clarify that the
cradit must be based on the employer’s cost of furmishing health care
coverage to emnployvees who are residents of Califorrndia and who mioght

ctherwise rely upon publicly supported medical ssrvices, and that the
credit may be claimed only by emplovers who have on the average rno
mooter tham 25 emplovess,

The craiteria for emploves health care insuwrance berefits established
by AR 350 (W, Brownd, Ch 89829, wnow fit within the definiticon of
aualified "health coverage” foro the purpose of claimivng the semall
wmplover health care oredit.

The small employer health care credit may be claimed for health
coverane paymernts made by an emplover on or after January 1, 1992
The small emplover health coverage credit has no expiration date.




Howsver, the small smployver health coverage oredit will wot become
aoperative unless a report, reseavching health care insuwrance 1ssues Lrn
California, i1s submitted to the Governor and Legislatuwre by a board or
apsncy designated by the Governor. This enabling report 1s due by
Maroh 1, 1390,

act will mmf result i department progranm changes regulring &
I ot bhe Legislatuwre pursuant to Section 11017.35 of the

w%mawt Codde,

LEGISLATIVE CHANGE NG. 89-17
SENATE BILL 71

Date for Jobs Tax LUredit

Tax BHo Sections 170
Hat ior

o f

cef hihve

Faled wibh
Mumber

o epbey 30, 198

This act extends to Dege
individual, certifi

fre i v £ 1w

ma@w A1y 1993, the cubt-of? date by which an

Emplaoyment Development Depsarbmernt (EDD)

miilﬂﬂpwﬁ% iv bhe GAIN (Greater Bvernues

am, must be hired for the individual®s
m1a1m1ﬁg the Califormia Jobs Tax Crsdit.

IS =

o
i

spielative fn
M Y &, 1 e

sva sk Lo

alyst to o submit arn impact vepord
i luding the Ffollowing

e fore

s the number of Jobs Taw Uredit claims;g

o The General Fuand reverue 1o

s assocliated with the oredits

inge

Tax Uredit on bthe CAIN programg

erfect of the

o & oimpar i eorn bebwes
oy the I

Deneral Furg 1o s aved administrative costs
Tax Uredit with related savings in publico

imcoms tax vevende impact of the employment of
particioanbs,

This act also conforms California law to @wﬁﬁvai law, probdbiting a
gt Tax Credit for wages paid to an obtherwise eligible emploves whao

i o @ither a stribking emploves or an snplovees affected by a work
;mfxlxty Laokout.

This act will rnot result o d
renort bo bthe Legislabure pursd
Government Dode,

wrtmertal proogram ohan
ant Lo Deotion 11017




LEGISLATIVE CHANGE NO. 89-18
SENATE BILL 748

Authoess Rovoe

Subject: Credit Union BExempticon from Mivimuanm Tax

Laws Affecting Franchise Tax Board: Section E315%3 of the Hevernus aoqd
Taxatiorn Code

Date Filed with Hecretary of Btater: October 1, 1989

Chapter MNMumber: 891258

E

This act exempts all credit unioms from impositicon of the minimum
franchise tax. State chartered coredit unions would comtivas bo be
liable for a tax measwead on outside investment income «which is
urralated to income devived from business activities with oredit wedaon
e beEr s,

The act applies to income years begirming o o after Jarwary L, 1990,

This

act would ol e toiw departmental program changes ceguiring a
report tao the Legislatuwre puravant to Section 11017.85 of the

et Dode.,

LEGISLATIVE CHANGE NO. 89-19
ASSEMBLY BILL 982

Subdect: corporate Disscloabicors — Minimum Tax in Final Year
Laws Rffectivng Franchise Tax Board:  Seotion & ;

Tawation C
Filed with
apter Numin

32 of the Revernue aond

sbember 21, 196873

slubiorn or withdrawel
peariod, may becoms liable
tax hefore the dissclubion or

ate entity © srist For
Lax purpos . By amsnding Teaxat ion Code Sechion 233355,
this act protects corporations € ool liable for an additiornsl
miviimum btax only i irg bime For issding
a tax clearance certificate exceeds 30 davs, which is the procssseing
period alldw e Franchise Tax Board by statute.

Hoocovporation, whioh begins bthe gag of i
mear the close of the corporate acoounting
i actddit i I miwvimun franchi
withorawal complete and

’L D)

#

Lhe depactment’®s proce

=1
K]

imposed on a corporation for the final
z i ey rat low oe s ododing business, dissolves
o wibhdvaws, 1F all of the following conditions are satisfied:

A mirmimuam bax wi
baxable [N

1. Tine corpoorat iom do

tavablse vear.

mo business: dn Dalifornia during the final

aoration Files a reguest for a taw clearance s
S0 days before the begivming of fthe Ffinal taxable

e The ooy
at le




sary For the
iji‘?’“a D f o

£
N

The corporation satisfies all the rveguirements nece
ilmsuance = a tax olearance certificate atbt leasst
beginning of the fimal taxable vear.

i
i

ate of withdraw: o diseslutian
of Btate by the pivation date
ued by the Fraomchise Tawx

. The ocorpovation Files
with the Uffice of the
of the Ltax olearancse
Board.

This act provides the sts iy altbhority for the waiver of the
mimimum tax when a corporation acts pradent iy and meets all
vaeguirenents but is wot dissolved before the end of the corporation’s
account ing period,

ce these provisions affect a change iv the compuabtation of taw, they

L.
apply for baxaidle yvears beglvming on o after Jandary 1, 1989,

ot res

wit 1w departmental program ohanpes requiring &
Legislabtw e pursugant o Section 11017.3 of the

LEGISLATIVE CHANGE NO. 8920
ASSEMBLY BILL 647

ton Heoopnilos bm;? e D e
s b T 5] iy '*—-Sj sotas §f§ Jfg‘t =N f o

“vanch ise

3.0 and

Doarnd 2 oof bthe Revernue and Taxation Code are

of this act is to allows the Franchise Tax Board to provide
and instructions for tawpavers who are slecting not o rvecognize
leﬁ from the sales o other dispositions of cerbtain low-incomes

w1 orojects, This provisid i

im operabive immediatelyv.

EEI il oot the Hevernue ang Taxation Dode is amended.

allows a corporabte
H?&ﬁiﬁmi return is

v to o make a walter’s edoge election
e cooprerate entity is
the z coope parrt of a unitary bhusiness
Qﬁfﬁﬁ$&tiﬁﬁ which i iously made a walter's edyge
{1t comtainsg a technical error whioch we expect will be
wmpt y ﬂ@xt EEELE L V. ) This ~ovision dw opsrative for

i i o f ter Jaruarsy 1, 19873,

3 I
Wi b <in?

at

spartmental program changes regquiving a

—h o owill oot result o dn
! 1 :Lluu 110175 of the

to the Lepislabtuwrs pursuant to

Governaent Dode.




LEGISLATIVE CHANGE NO. 8%-21
ASSEMBLY BILL 2346

Huthors Helley

Subject: Credit/Domaticorns of Agricultural Products

Laws Affecting Franchise Tax Board: Sections 17083018 and 23608
the Reverue and Taxation Code

Date Filed with Secrebtary of State: 10/1/78%9

Chapter Numbesr: 891248

il

This act provides a tax coredilt sgual to 10 percent of the cost of
agricultuwral products donated to certain nonprofit organizations. The
peoduct must be in & condition that 1t may be used as food for numan
beivgs and must be donated to a nonprofit charitable orpgardzation
within the state. The oredit iz allowed to taxpavers who ars engaged
i the business of processing, distributing, or selling any
cicultuwral product, The o . wWhich are allowsd for oo
ohputing this credit amount, are those included in inventory ocosts
urider the Internal Revernue Code (IRC).  Farming businesses also will
wge the IRC inventory method for determining the costs of the

domat ions. :

=

[N

If the credit amcunt ewceeds the tax, the credit may be carc-ied
Forpard.

v the case of a husbarnd and wife, only one oredit dis allowed and of
Filing separate rebtwrns, the oredit may be taken by @ither or sgually
divided betwesrn then. Ive the case of a paritnerehip, the oredit is in
oroportlon o @ach partner®s respective share of the costs.

ey

Avy deductions obtherwise allowsd for the «
the amooont of the oredit.

ste must be redoaced by

Upown receipt of the donated agricultural product, the nonpreoafit
crganization must provide a certificate to the downor.  The certifica

must e Furnished to the Pranchise Tax Hoard upon reguest.

ive for dncome and taxable vears bheginning onoow
Jaruary 1, 1989 and before Jarnuary 1, 1992

Thiae oredit is opera
after

gram changes regqulring &

chdom 11017.5 aof the

This act will rnot result in departmental o
¥ ¥ » the Legislature pursuant o
{ Co

T eni gy v s o
[STIAYE ] i ST




LEGISLATIVE CHANGE NO. a%-22
SENATE BILL 354

Author: Morgar o
£ - S . ;) e AN P 3 fond R o 8., ey e HE e ss, B 0 gy sy A T - %;%%;
Sulriect: Net Operating Loss (NOLY and 8 Covporation Techniocal Uhang =
Laws Affecting Franchise Tax Bosrd: Sections 17041, 17876, 17876.1,

1787608, S3B0L, ZIEBOZ, 23803, 24416.1, and 4416, 5 of the

Revernus ardd Taxabtiow Code
Date Filed with Secretary of State: S/81/89
Chapter Number: 89581

SLMMARY

17041 of the Hevernue and Taxation Code is amended.

Thid m

bes and clarifies the NOL computaticon rules for
TV e

shicoy 17876 of the Revernue and Taxation Code is amended.

act eliminate the MNOL computation rules from this secotion, {The
were added to Secticon 17041 as stated abovedd

hions 17876, 1 and 24416, 1 of the Hevernue and Tawabtion

- are
americed.

Thie act changes the format for sebtting forth the enterprises
#owe/ rogran ares MOL provisions by: (10 clarifying that the
Y o oporE/ programn area NOL deductiorn ds the same as Calif
gulay NOL deduction except (1) losses sustairned in vear el e
o o atfter Jarnuwary 1, 1992 are permitbed, (&) 100% of the loss
el Forward, and (3 additional vrales (specified in Bec. 1727

alao apoply.

5

Seoction 17276.8 of the Revernue ang Taxation Code is amended.

Thi=s act rvemnoves obsolets provisions pertaining bto losses ooourring
b fore Januwary 1, 1984, Iy additiarn, it clarifies thats (1) if an

enbterprise zove/program area election s made, only the loss From ths
zove/area can be carried overs; 8 1f a tawxpayer is eligible as both
an enterprise zone and a progeram area, the taxpaver 1s to desigrnate as
to whether the 1o is under the zone or the avea; and (3) clavifies
that the desigrnation must be included v the slection.

Section Z3H801 of the Hevernue and Taxation Code is amernded.

This act makes technical changes to the D corporation cules for dncome
& iy aftter 1987, Tt

13 iv general, rewords the existing election rules o make them
cleares

{0 expands the rule for corporvations that want to conmtinue o

be treated as a "0 corporation” for Californla pwrposes

twher changing to a federal "S"), 2 that ivn addition to

thesse corporations, oub-of-state corporations that File as a



federal "5 corporation” that begin doing business in
California, arnd wmewly formed corporations electing to be a
federal "%, carn make a "OC" election.

-
{a}
—

allows oubt-ao corporabionsg that are oot reguired bo
file California returvs to make & "0 electicon on oy before
the 15th day of the third month following the close of its
incoms year, 1Ff the corpovration hass (a) & sharehaolder who
becongs a Califormia resident in mid-vear, o (3} a
asharehoclder residing in California and the covporation is
filing a federal "S%election fooro the currant year.

It is rmoted that the enactment of AR BOZ, which was
chaptered Ootober 2, 1989 (Chpt. 1352 substantially changed
rHiv% for income yvears bDeginning on oo after Januwary

the Revenus and Taxation Code o amended.

Tadiusted gross inocome” For o purn soof
egual income' as determined wnder carﬁ@raciﬁﬂ tax

rieet

Hevernue and Taxation Code is amended.

oy s i, whioh that an U5
b allowsd against the minimum
miviimuam Lax.

a duplice
credit carn
the alt

18 amended.

Tanatiorn O

iy b
g bto ervher
MO prony
wricter the

e ML

3 s et i ons :

consistent with existing
ivcome bax provisiorn. )

EERDWAvEY

1 ohange
ayclivig per

Ha4 1. 1o added bto the Revenue armgd Taxation

ivaertently repealad last
corporat ons that gualify
laws to be those that are

act rest L@ provisiorn that
Thi“ praovision: (17 defir
erl @i e WO DT YDA &
o bake auvamiam“ oof e snbo g/ peonran area MO
avwd (2 provides that the rul termining an MNOL in an
g,:n L)Y oo form bTo the I"'i:. ernal Hevernus Code,

x sludivgg those pertaining to the

¥

¥

] .s_..!

spperat Lve b ember

He =i, 1989,
income arnd taxab Ea wears I

Jimviiving on

shdoyy Eadif. B,
soeralt ive
I,

nartmental program change

L yEQUiITing a
purasuant o Dectiom LI1I017.5 of
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LEGISLATIVE CHANGE nNO. 83923
ASSEMBLY BILL 446

Fruat by s Harnsen

Subrject: Emplaovey Child Care Credit

L.aws Sffecting Fravchise Tax Board: Sections 1705218 and =
the Revernus and Taxation Code

Date Filed with € of Gtate: Q7293789

Chapter Number:

SUMMARY.

Seel 1ons
amevnided.

18 armd 23617.5% of the Revernus and Taxabion Dode are

dependent cave centers that are specialized
L-term 11 1lne ¢ o bhe list of Lthose faoyl

cars plans.

for taxable and incoms vears Dheglivmivng on o

epartuental propran
suant bo Seotion

This act will rnot » ive oo FECUIT LTI &8
obo the Legislatuwre pur

2l Codle,

LEGISLATIVE CHANGE NO. 89-24
ASSEMBLY BILL 951

it

b B oy ey tare Uredits

A fect 1nig ards  Sections 170532017, 17

avich &
i led with
v Puamber g

Heverue ang Taxation Dode
State: 1o/ e/ 859

shdlovis L705E. 17 and BIEELT7 of the Revernue and Taxabtion Uode are

LAt mak riuamerous clari fying ohannes to the provision that
: slishiing a ohild care program, constructing
arnbyibuting to ohild care information and

Specifically it:

credit amount for oa given year will rnot

that i a oredit amount 18 carried over
ooa year it which there are additional costs that gualify
For the credit, the $3I0, 000 oredit limitation per yvear will

bhe carried : amount to be lost but rather to
over o the next succesding ve




o raewords or reformats the oredit lanmgoage to be conslzbent
with other credit provisions in bthe FPersomal Income Taw and
Bank and Corporation Tax Law bDy: (1) moving the oredit’s
muﬁﬁ@* date to the begivming of the provision avd adding the

irst vear the oredit can be takeny (&) adding the actual
dat& that the law bDecame effective since only those costs
palid o drncurred on oo after bthat date gualify Ffor the
credity (3 rewording the carvyvover language o that it is
less conmfusingy and () gpecifically providing that the
sunset of the coredit does not affect the ability to continue
to carry forward any credit amounts nobt used.

¢

U

i

Sectiorns 1708217 anmd E3617.5% of the Reverwe and Taxation Code are
amended.

Thig act makes numerous clarifying changss to the provision that
praovides a oredit for contributions to a child care plan on behalf of
arvr employes?s ohild, Speocifically it

I clarifies that the basise for compubing an allowabla credit
18 48 weseks rather than 52 weshs. The 4Z-week basis allows
for temporary absences from a D8-week program For 11 1ﬂe~$@§g
family vacations, eto.y

b clarifies that the limit on fthe amournt of oredit that may be
takern with respect to a Full-time o part-time plan ig with
respect to contributions made on behalf of each dependent,
rathar than gach contribubtion made

fd rewords o veformats the ovedit lavpguage to be consistent
with obher oredit provisions in The Persoval Income Tax and

vl Dorporation Taw Law bys:s (1) moving the oredit's

date to the bepgirving of the provision and adding bthe

. 2 the credit can be takeny (&) addimng tf actual

date that the law became sffective since only those ta

pald or incurved on or after that date gualify for the

credity (3 rewording the carryover language so that it is

. confusings ardd (4 specifically providing that the

of the oredit dose not affect the ability to continue

forward arny or amourt s not used.

It is wmobted that the mrovisions of
. aly Hi 1l (e 1983, Stats.

o e i g nreesloud
still a

are chapbtered oub by
HMowesver, becausse the
seminly Bill 802, the
These chanpges became

Sam CchanpeEs reguilring a

rasult i departmental
B 110175 aof the

ialabture Py




LEGISLATIVE CHANBE NO. B9-25
ASSEMBLY BILL 802

FAuthoe: Hlehs

Subjects Lonformity to federal tax chang
leaws Hffecting Franchise Tax Board:
1PGET,

L7aess. 1, 17024, 5,

L7034, 17039, 17@@3, 17052, 9, 1708811, 170852, 1&,
L70%E, 18, 17083.7, 170%54.5, 17055, 17057, 17061.%,
17063, 17072, 1?07a.5§ 17076, 17085, 17098, 17094, 1709%,
1?133, 17134, 17183, 17154, 17138, 17160, 17232, 17241,

L7EGL, LVETO, 17ETL, 17E7E, 17E7E, 1VEV6, 178V9, 17889,

1;““35 17504, 17E06, 17518, 17SLS, 17951, 1755105, 17559,
TEL 17865, 17565, 17564, 17865, 17566, 17970, 17671,

f%“@ L7938, 18044, 18168, azau, 18408, 5, ;ugdz,gg
BEBE, D, 18684, 18687, 15689, 18802.4, 18807,
0503, EBOEE, 23045, 23045.6, 23051 5, EIOEH,
i mé‘:” .}3 EAGON, fi‘g va...:f“ lp : &17., o
SETOLr, L5, A7 0Ly, 5 7

iy

1
1

256

Py

EETTE, 2RB0E, SAET 4,

S434 3,
P 4-\.‘,.413:”;1?.:3

ﬁﬁ‘uﬁ,lg 7010, &
H4ETE, DABT4, BLETS,

*4413, B4 a 40,

el R

3,
Sh4Sh, B,
4T FAE0L, S463E, S4633.5,
H4E61, DABEV, E4E7E.E, 24081, 24690,
B4 TOh, BATOS, 24706, S4707, SeB33,

SEEET, e, 5,

Z "'!' {f !}

‘.Jg

S 6y,

arid 25
Date Filed wibth
Chapter MNMumber s

o Btate: Uotober &, 198%

sral law {(Internal Revernus Code)
ate law by reference, as of a “specified

Since
Fave
cdate,

mary provisions of
itncorporated into

chanpes bthe Yepecified date” from Jarnuary 1, 18987 o January
for bawxable (o ivooms) y&ﬁwﬁ eginning on oor after January
(Geoc. 1702 éng). In ; rit.  marny of the recent federal

sueh as the Revernus 1987 arnd the Technical and
Wi = STVHECOLS RQV@muﬁ Bot oof AYE iﬁcawmmw&%@d ivib th@ Freavaoaral
Treome Tax Law (FITL) and the ratior Tax Law (BOTL).

arcd Do

However, this act did ot conform to those provisions of the Revernue
Bot of 1987 which would substantially irncrease state reveruess. These
oo Tormity dtems dnoluds relating to vacation payv.

imstal lnent 2les, long-term conbracts, Dast vics pension cosbs,
accoountivng methods for large family farms, treatmert of publicly

traded mar¥ﬂr“"h11;§ deducticas foro dividends received by a
coyporat ion, miveor subsidiavy transactions, and recapture of
imventory valuse when a corporcation elects to be btreated as an "5
Covoorabh i on' .

Bobh bhe e

:
T B

cval Inecome Tax and Barnk arndg
that uncodifiled oprovisions in Federal

£ P




laws apply for state puwrposes bo the extent that the urnderlving
federal provisions have besen incorporated into state law by reference.

This change applies to federal laws enacted on o after January 1,
1987,

This act also makes rnumeraus technical corvections to the Personal
Ivnicome Tax Law and the Harnk arnd Corporation Tax Law.

TRBELE OF CONTENTS

The act amends, vepeals, or adds many sections of the Persormal Income
Tax Law and the Hank and Corporaticon Tax Law, but that is only a
portion of the tobal charnges. Many other changes result from changing
the "specified date” arnd arve changes to provisions of the Internal
Reverwe Code which are lrnoovporated into Califormia law by reference.
The larnguapgs of the latter chanpges does not appear iv BB 802, but
rather in the Internal Hevernue Code. Inm order to provide a
conprehensive picture of the changes incorporated by this act, several
approaches must be used. These approaches are organized as Follows:

ol Immediately following this Table of Contents s a summary of
chanpges Lo ctions which are amerded, added, o repealed by
this act. This approach is organized in Revenue and

Taxation Dode Section aumber seguencs.

o Exbibit A, from the arnalyvsis of the bill in itse firnal

amendead Form, 1z 1vn federal act section sequencs (except
THMREA Sections 1001 -~ ZO055., This approach includes
references to sscticons being amgnded, added, o repealed
avc, 1w addition, ildentifies many of the changes that are
o pnorated into Califormia law by changing the "specified
date”.

[

o Eshibat B, from the analysis of the bill in its firal

amended form, 1% a detailled oross refegrence listing of 2
: } i 1001 thvounh 2005 (the technical portions of TAMRAD
incorporated dinto California law by f[Act Seoc. 162

reference listing keved to federal Act Hectionms,
sroent those included in Exhibit B, descoribed above.

i 8]

reference listing keved to 1RU bection order.

“ A oerose reference listing keved to FITL Section order.

< A oross reference listing keved to BETL Becoction order.




SCTION-BY-SECTION DESCRIPTION OF THE AMENDMENTS BY B 8

Seotion 170820

L amended, effective For TYRBOA 171789

This act irncorporates by reference the provisions of IRC Sec. 77

which places mnew limitations on "modified erndowmsnt contracts.”
Gmounts received under such a conbtract must be tresated first as

the contract arnd a 10 percent tax is imposed on

ey

=, then recovery of hasis. Loans are treated as amounts received
certain ammuﬁta

veceived that are includible in gross income. CTAMRA Seoc. S0100)

added, effective for TY8OA 171789

ces by veference the provigions it
wwizh d@ ines the term "emplaoyves®. KYHNWM S@c, JEAE I

i, boamended, eftective For TYBOR 1717

the "specified dabte? From
itrcarporat g most of the change
the Revenus (ot FO1BaTY (RRABT)

Mot of 1988 (TAMRAS .

avicd bhe Ts

J i ey man s e o oo dded e o
FOR S LUK S TR i e A o

& T o YVEVETILE 1oy

5 the ohiange
v Tarense)
ot o

o ot

iy this sectiarns :ymcwwLLuﬂ

sifies that woodified provisions in federal laws wi
pdrposes Lo : mxrbtent that the underlvying feder

e incorporated into state law by referernce.

v ongoing effect arnd applies bto federal laws ernacted

1e 1987. [ferc, 17024, 5 (a) (53]

that references in the Internal Revernue
"chanter” shall, for state purposes, mean Part 10 (commencing wi
L7700l ., Cemo., 17024050 (5010

act specifie de

act dele
aricd rplaces 1t with lavguage in Seo. 17585 in Uhaober o,
relating o accounting pericodes and methods of acoounting.

SEBRTE,

H
H

effoertive For TYROO 1/1/789

This ac
o federal 1law.

Seo. 170820015, LTAaMRA Sec. 1011ER(eY ]

Section 170534 amended, effective for TYROA 1/71/89

This act spec
wat imated tax? Wil

t pernaltiss {except for underpayment of
i effective for taxable vears begirmming

J&wuﬁwy 1, 1987, to Janu
macde to tha Lwtarm

added thvoughout the law with
sase items ivncluded v the Hever

i)l

A

PLLER

ge made are shown only in federal law (irncorporated

chanpes are reflected in the attached

irxiez

) S

tﬁ [

th

paranranh (43 of subdivision (dY, relating to tarable

Fis act alss makes several techrical amendments to this section.

repealed state definition of ”vmjlryaa in order to conform

C




after Jaruwary 1 of the yvear of ernactment. This is the same manneyr in
which charnges in the compubtation of tax are applied anmd will permit
all returns for & particular taxable yvear to be treated in the same
T=-Fatel-Tam [Hec., 17034{a)]

This act also provides that any changes relating to payments of
gatimated tax {(ivncluding the penality For underpayment) will not become
effective until the yvear begirming on o after January 1 of the vear
following enactment. This change will avoid retroactive application
to pavmernts made prios to the date of ernactment. Heo. 17034 ()]

Section 17039 amended, effective for TYRDA 1/1/89

aot adds the orvedits for research expenditures and clinical
Livg of orphan deags to the list of oredits that are allowed to
recduce the repulayr tax below the tentative minimum taxd. It also makes
LK ; Cionms o bthe general provisions allowing cerbtain
the wegular tax below the tentative mivimum tax.

peraconal exemption oredits are rnot allowed to
pelow the tentabtive mivimum Lax.

act conforms to federal law by clarifying that personal exemption
: omay not be used to offest the ssparate tax on lump-suam
i vat d o, Loec. 17039 (a1

act revises bthe

v ive which certaln oredits must be claimed
bobhe tax to eliminate problems resulibing From the interaction

of o vayrious vuales, [Bea. 170359{a)1

Alalr

act also provides a gernsral rule stabting that when a btax credit
alecd, any ged oredit may contivue to be carried forward and

ntil exhausted. 17039 (d) ]

[RE SRV

ke o

Section 17041 amernded sffective for TYROA 171789

conforms Lo federal law which permibts a parent to report the
arved income of a mivoe obvild (up to $5, 0000 on the parent?s

e UrT. CTHMHD Sec. S006]

act al adds an excestion to the gerneral rule reguiring the
urearned income of a cohild to e baxed at the marginal rates of the
parent The exception applies whenever the minge child iz entitled to
a 100 peroent tax oredit under Sec. 170689, rvelating to the oredit for
Mol AVICOMes. [Seo. 17041 (p) (3]

bioo 170527 amended, effective for TYROA 1/71/8%9

mire technical amendments to this section, velating to
Fors the eslderly and disabled.

effective for TYROA 1/1/89

definiticn of "wet taw” from subdivision
amendmernts to this secotior.



Section 17052, 12 amended, effective For TYRBUA 171789

This act amended state provisions relating to the oredits for vessaroDh
expanditwres to make the federal umset date rnot applicable, since bl
state provision sunsets at a later date. it also conforms to new
faederal rules which allow a taupaver to slect wobt o claim this
crecdit. LTARMRA Sec. 4007 and 400873

[}

e V7 amended, effective Ffor TYBOG 171789

Sechiorn 1708

This act inoreases the maximawm tax oredit (From $30, 000 $o $50, 000)
for an enplover who provides ohild care facilities o enplovees,

Thie act also makes techrical amerndmernts to the provisions allowing
this credit.

iy A7OED, 18 amevded, effective for IYROA 1/71/8%9

This act iﬁﬁw@é“@ﬁ the maximun tax oredit (From 5300 to $600 per
for an wmplﬁy@r who makes payments to, o reimburses
:3 for participation in a part-time cochild care plan notb
;a by the enployver.,

act also mak techrical amewndments to the provisions allowing

orecdi .

170ERS, 7 amnended, effective For TYRBOO L/1/8%9

conforms to fedsral law whi denies the tarops ] o
for wages pald o novurion emplovees duaving a labor dispubte.
106011

Seet oy 17054, 0 anended, effechtive For TYROME 1.

This act makes minor ] mendments to this secbtion, relabing to
the tax oredit for oa ”quaii*iﬁﬁ jeint custody head of house 1
maryied person who files & separvate return and has a deperdent parent.

chive

Lion 17055 amended, ef

This act makes btechwicael amerdments to olarify that, for pgrsons
Filimg the worresident veturn, the political contyibutionz oredit

I Fread of household oredit must be olaimed befors
Ive general, all oredits are rveguived to be ororatec
a LDalifornia situs '

cusnbady

amended, effective for TYROA 1/1/89

clivmical
date vot
. I%
sekesping” rules

the tax. LTaMRA Seo.

amends state provisions relating
of dyups For rare oilsed s b malke
irable, since bthe state provision
amernds this ﬁ@@tiﬁf Lo oonform to

v e ] oo all oredits
vicry and

i1




O oamernded, effective for TYROA 171789

amends This ssction, relativg to the tax oredit for capital
Fromm

zle of residential rental or farm property, to conform

certain "housekesping” rules that, in gerneral, apply to all credits

apainst bthe tax.

Section 17068 amended, effective for TYROG 1/1/89

This act makes becohrnical amerndmernts to thise section o reflect that
Califorvmia has not conformed to Federal rules foor dnstallment sales
and to olarify that, in conformity with federal law, no standard

deduction is allowed in computing btaxable income for purposes of the
g mative mivimum btax. CREBBY Sec. 102027

A LT

st doys 17O amended effective for TYRON 1/71/789

This act clarifies that, foor puwposes of comouting the minimum Lax
credit e refererce to "regular btax” is before the allowance of
Iits s only, may reduce the regular

whtich, for state purpo
tentative mirvimum Lax.

For TYROG 1717849

from thise section, rvelating to the

irsome 't

iniy sunset dates that were
which conformed, but only for taxable
federal provisions specifyving thalt the
Poocevtaly expenses reimburssd by an
deductions taken in arviving at adiusted
itemired deductions). CTAaMREA

21Tl v
oy

thivrad

bk 5

amernded, effective Ffor TYROA 1/71/89

contorms o federal law by delayivg application of the two
: avromiecel lanecus dtemized deductions, with respect to
of  a ahareholder in a regulated investment
fundly, until Jarnuary 1, 1990, This action was
Federal aw containsg a drafting error. This act
: . change as it was intended,
e, 10104 TAMRA Sec., 1001(F) and

effective For TYROO 1/1/769

act conforms

to federal techrnical amerdmernts related to the rew
tment of o

fied erndowment contracts.  See Sec. 170820

rorh ract a. See Sec. 17020, 6. ETOMREA




2 added, effective for TYROA 17178

.. PP
Seob ion 1704

This act conforms to federal law which provid that the

ol i sorininat ion reguirements of [RC Sec. 89 do noet aooly to
astatutory emnploy EE avefit planms maintained by a chuaroh for ocharch
emploves R Sec. 0511

L7

Seot i o added, effective For IYROM 1/1/7¢

Tris act a provision to retain former Secbion
S W s Tad el E‘E;fawmza has not conformed to the rvepeal of federal rules for
tie sovual of wvacation pay. For federal puroo catlown pay must
e paid within two and one-half months after the close of the taxable
Califormia A1 cld law which allowsd acorual of amounts
ithive elght morthes after the close of the tavable
CRIBT7 Heo.

of the IRC,

added, effective for TYROM[ 171/768%3

gpeci Fies that IREC Sec. B89, relabting to emploves frinope
. shall wnot apply Ffor state purposes, to tagable vesrs
iy durivg 1989, It is expected that Congress will repsal bthe

provision Defore the end of 1989,

Section 17133 amevded, effective for TYROA 1/31

This e,?s{z;:"%; o ]
-

relabting to

arn obsclete rveference to federal law 10 this sosob o,
sme which the state iz prohibited from baxing.

Section 17154 amernded,

sonforms o federasl law by del ¢ dates that were
shate law Dy AR VoWl ioh “ﬁnf%fmu¥§ put only for taxable

reginming during 1988, to federal provis v relating to
muolusion of certailn fringe bevefits for highly compensated emplc
i mondisorimivatory plans, of Ly the usiar of fre i

e wers Dy ailr LM 11 1E and

COAYT S L Oy E

P715% amended, effective For TYROM 1/1/8%9

ramforms o federal law Dy deleting the sunset date that was
: oy AR les which conformed, bub only For taxable

o 1988, to federal provisions relating o the

apital gailn from the sale of & personal

carr o situsations where the taxpaver became physically

o

AT, CTOMHE Sec. £0117

i ke
iodencs i o

oy mentally incapable of

s Fedsral la ; wmet dates that were
Law by AR 128 which conformed, but arvily for taxable
s EREAS B ute iﬁ&gg T federal rules al wWivig buihdon

ey 1o to employve ';Qhal imstitutions tao bhe

Ll Gﬁlﬁy&%’ﬁ £ CTamMRe Sec. 10115 and

3
b ]

%%§
.
.




Section 17158 amernded, effective for TYROA 1/1/89

Thizg act conforme to federal law by delsting sunset dates that were
added to state law by 8B 128 which conformed, but only for taxable
vears beginning during 1988, to federal provisions relabting to rules

-

for emploves benefit "cafeteria plans”. CTEMES Sec. 1011E and 40021

Section 17160 amernded, effective for TYROO 1/1/8%9

This act conforms to federal law by deleting the sunset date thalt was
added to state law by AR 1288 which conformed, but only for taxable
vears begimming during 1988, to federal provisions allowing an
exclusion from gross income For Christas MofAgliffe fellowship awards.
CTamMiEn Sec. £00351

Section 17235 added, effective for TYRBOA 171787

This act conforms to fedesral tranmsition rules and effective dates
relating to limitaticorns on investment interest expense for taxable
yvears beglinning on or after 1/1/787. CTEMRA Sec. 10050 ]

Section 178241 amevnded, effective for TYROA 1/71/8%9

5

ve act oonforms o federal law by deleting sunset dates that were

d to o state law by AR 128 which conformed, Dut only for taxable
yvears beginning during 1988, to federal law which permits a deduction
{as & charitable contribution? for 80 percent of amounts paid to an
institubtion of higher education, evern though the tawxpayver receives bthe
right to purohase seating at an athletic event conducted by the
ceivivig institubtion. Although the fedesral change is rebroactive to
begirnning aftter 1983, the state change applies only o income
beginviing on o after L/1/788. {TAMRE Sec., 60017

b

conforme To v%dﬂgﬁg related to prohibited political
charitable organizations. CREABY Ser. 107111

Section 17 amendsd, affective for TYBROGS 1/1/83

This act conforms tTo federal law by deleting sumset dates that were
added to state law by AR 128 which conformed, but only for taxable
vears beginning during 1988, to the uniform capitalization rules for
@ lance authors, photographers, and artistsy producers of animals
inm farming:; and growers of pistachio nubs. CTAMRA Sec. &026]

7O amesnded, effective for TYROA 1/1/89

This act conforms to federal law which reguires that the deduction for

5 £ sxpenditures must be reduced by arn amount egual to 50 psroent
of the amount of the resear credit allowed, Because of the denial
of the research expense, 1t ma&a» the resesroh oredit elective, rather
than reguired. CTAMRE Sec. 4008]

0
o

Seoction 17271 smended, effective for TYROR 1/71/89

ot conforms o federal law by deleting sunset datss that were

s AL
added to sta law by GF 128 which conformed, but only for taxable
vaars Deglinming during 1988, to federal rules which permit full



deduction {(rather than 80 percent) of meals to employvees on of fshore
il or gas vigs, effective Ffor taxable veaers bDegilyming on o after
Jaruary 1, 1988, and to emplovess who arve orew members of certain
conmercial vessels, effective for taxable yvears begivning on or after
Jarwary 1, 18989, CTAMRO Sec. BO03]

Section 17278 rvepealed, effective Ffor TYROS 1/71/8%

This act repeals language which is obsolete, since a specific rvule in
Sec. 17272 has beern replaced by a gerneral rule in Sec. 17084.500 G2,

Seetion 17272 added. effective for TYROO 1/1/789

This act conforms o a federal rule which reverses a Tax Court
decision which held that certain federal judges were not emploveeses of
the United States and therefore ot active participants in an smployer
pevsion plar. Thus, Jjudges making contvibutions to an IRA will row bDe
subject to the special limitations that aoply to active participants.
[HRAST Yec. 101031

Section 17873 amended, effective for TYBOA 1/1/89

This act conforms to federal law by deleting the sunset date that was
added to state law by AR 128 which conformed, but ovly for tawable
years beginming during 1988, to a federal rule which allows a
deduction for the amount of jury duty pay swrendered by an employvee
Tt oan emplover in returs for the emplover's compensation during the
enployves’s jury service period. [TAMRA Sec. 0071

Section 178276 amended, effective for TYBOA 1/1/789

This asct deletes lanpuage from ftThis section, relating to the
computation of gross iwcomes from California sources, and moves 1t o
Bec., 17041401 which is a move appropriate placement in the law, since
che gross income From California scurees ls used in determining the
tax imposed upon a rovrresident or part-oyear resident.

Smetion 17279 added, effective for TYRBOA 1/1/89

This section specifies that the provisions of Sec. 10204 of the
Reverue Aot of 18987 are not applicable for state purposss. That act
repealed arn exception to the uniform capitalization rules that
oreviously excluded past service pension costs from those rules.
Thus, for state purposes, past servige pernsion costs are rnot reguired
to be capitalized.

For federal purposes, the acgcounting adiuvstment (income) resulting
from this change ig allowed to be spread ratably over four vears,
eEgivming 1n 1987, For state purposes, there 18 no agoounting
adjustment to be reported as income.

Section 172849 amevded, effective for TYROA 1/1/89

This act conforms to federal law by delsting the sunset date that was
added to state law by AR 188 which conformed, but only for taxable
vears beginning during 1988, to a federal rule which allows vural mail




carviers to oclaim 150 percent of the standard mileape allowarnce for
automobile expenses, CTEMHRE Sec. 50081

Section 17500 added, effective Toy TYROA 1/1/8%9

This sectiown conforms to the federal effective date (pension plan
amendmnents after 18/22/787) for rvew rules velating to strengthening of
funding rules for defined benefit pernsion plans, LRABY Sec. 93410001

Thig section conforms to Tederal effective dates, exceptions, and
transition rules for permitting employess of goverveaent o chuarches bao
defer distributionsg until retirvement, instead of reguiring

distribubticorns to begin in bthe calendar vear after attasining age 7005,
DTAMRN GOSE]

Mmie zsection conforms to federal effective dates, sxeeptions, and

transition rules for considering police, fivefighters, and emergency
medical service employvess separately from other enplovess for purposes
of the mivimun participation standards, LTaMRe Sec GOLSI

Section 178504 amended, effective For TYROA 1/1/787

53

”i”f?

“% makes numercus amendments to this sectiorn, relating To bthe
separate tax inposed wpown lupo-sum distributions from pension plarns,
Pl émnuiahﬁ&fe fedaral wui@a argd make state modifications, where
appropriate, applicable to taxable vears begivning on or after 171787,

&'L‘

relating o multiple distribubtions do wnot

éiv%ﬁ in taxable yvears begivming prioe tao
¥id iy &nmauwd & separate tax on

Tawmre 10110 dd) and technical colean-un to AR

1987,
gum distel huz 1OrE.
Che 113

{Stats., 1987

Section 178060 amended wffective for TYROE 171787

L contforms

o Ffederal transition rules, as modified by beo.
ralating to rollovers of pension funds, applicable to taxable
i i 5 a?t@r 141787, (Techrnical clean-up bo HE 53

JEle added, effective for TYROO 1/1/78%

tor federal law which allows smplovers in a plan to
1790 ta mpuiy rules that provide that, for years
i the limitation on benefits under a defined
less tmaP the acorusd benefits of a
determinsd withoult regard to any amendment of
i4, 19387. CTaMRA Beo. G054]

vivig et L
i planm shall not
cuali Fied pagfxczgdmi
the plan afbery

i

-~

coviforms to federal effective dates, excepntions, and
Lioy v % Wi fecrease the minimum service wequiremeﬁt o
and fFirefighters f = WERET S, LTARMRA Sec. &O05E

Law which delavyed the effesective date of
Lot ot the 1H86 Tax Reform Aot, relating
LTHEMEA Sec. ©O6B2]




Section 179515 repealed, effective For TYBOA 1/1/83

This act moves the provisiorns of Sec. 17515, relating to desigrnated
gatt lement funds, from Chapter 5 (deferred compensation) to Seo. 17570
in Chapter & (accounting periocds and methods of accounting).

Section 175531 amernded, effective Ffor TYBOA 1/1/8%9

This act amends a cross reference to Beoc. 444 of the Internal Revenue
Code in conjunctiorn with conforming to IRC Sec. 280H, relating to
limitations on payments made to employes-owners of personal service
corporations after the close of the tawable year. LRABY? Sec. 10206
arct TAMRA Sec. 2004 (e) ]

Secbion 178551, 5 amended, effective for TYROO 1/1/78%

This act conforms to federal rules relating to computation of basis
with respect to the fouwr vear spread of irncome in the short yvear
resulting from a change of taxable vear. [Bec., 17351.5{(d)y TAMRA
1008 (e ]

This act also makes techrnical Qﬁﬂwectiﬁﬁﬁ to provisions enacted by AP
B3 ({btats. 1987, Ch. 1138). L17851.5(a) and (bl

Section 17559 added., effective for TYBOR 1/1/8%9

This act conforms o the federal effective date (sales or exchanges
after December 31, 1987) for allowing a cash basis taxpayver who
reEcelves insurance proceeds as a result of destruction oo damage to
crops, wrider the Disaster Assistance fAct of 1983, to elect to include
the income in the vear following the loss, 1f it carn be shown that the
income would normally have beern rveported in that year. [TAMRA Hec.

50303

Thie act conforms to the federal effective date (before, on, o after
11710788 which allows deferral of income for payments under the
PFgprdcultwral Act of 1949 to ivclude payments under the Disaster
fissistance Rot of 1988, CTOMRA Sec. G055

Section 17560 amended, effective for TYBOQ 1/71/89

This act adds exceptions to California law to specify that Califormia

has not conformed to certain federal rules relating o installment
sales (RAB7 Sec. 102023 TAMRA Sec. 1006, 1008, 1018, 2004, and D0O76):

California law still permits the installiment method for dealers
i real property (repealed for federal purposss). The four-vear
spread of incoms for fedesrael purposes is not applicable for state
DU OGS,

Califorrnia law has not repealed the proporitionate disallowance
rules (repealed for federal purposes and replaced with interest
charpes for the deferval of tax). However, California doess allow
noncorporate taxpavers to elect to igrnore the proporbionate
disallowance rules. If such an election is made, the federal
rules for interest charges do ok apoly.




Because California has rnot conformed to the recent federal changes
: to breastment of instal imevnt

sales, Tederal rules relabing Lo
real propevty installment obligations which arve pledged as

after Decembeyr 17, 1987, do not apply. ETamMRG

g

amernded, effective for TYROA 1/1/89

makes techrnical amendments to provisions enacted by HE S53
: 1987, Ch. 11383, relsting to effective dates arnd tTrangition
les for wnew limitations on the use of the cash method of acoounting.

Section 17863 added, effective for TYROA 1/71/8%9

dizes not

conform o the federal repesal of the reserve for
of vacation pay. antd retains the provisions of IRC Deo. 4G5,
svided by bthe 1986 Tax Reform Act. CREBATY Sec. 1020101,

stion 17564 added, effective for TYBOR 1/1/8%9

This act adds a rew section bto conform o federal ruless relating to
Lovg-term contracts, as smended by the 1986 Tax Reform Ack. but do
vich oo

wiform o bthe 1987 and 15988 amendments:

=

the 1986 Tax Reform fot, the completed contract methood of
nibing was virtually abolished. Taxpayers may elecht to uss
the percentage of completion method o a hyvbrid method in
the oercent e of completion method is appliesd to
the contract and taxpaver®s normal method of
Lo the remaining 50 percent.

40

has

o 4

beern conformed to the 1887 changes whicoh
70 percent, the porition of a long-ternm

7
must compute irncome arnd expenses under the
mpletion method of accournting for condtracts
after Ootober 1287, [RABT Ser. 102037

srvila law has § coniformed o the 1388 changs which
samed, from 70 to 90 peroent, the portion of a long-terns
mhract that must compute income and expenses under the

. o of completion method of accounting For contracts

oy oy after Junes 19388, CTOMRA Seoc. 50417

alasc modifies the

allowed to be deferred for

sk-back” rules to specify that

v ostate purposes, dus to differences
al effective dates, shall be treated as if reporited
at the same bime as under Federal law. 17564 (e ]

ivr state and feds

The aryoouyices
S

- |

bhe Franchise Tax Board which allows
bhe federal rules iz curvently wander
beern made regarding its retention,

haopter & periods and methaods of

of a taxpayery may not be

&
3

{
the taxable yvear



Faederal Dot

uET?““Pmi than the taxable vear used oo
avie-np boe AR5 a5 R Ch. 1132

i
Wb

s i 17

Jote
o,
.,
oo
3]
28

added, eff v Fog

Thia act conforms to bthe federal effective s
tramsiticon rules with vespect to changes bto IRD Sec. 457, relat
defervred compensation plarns of state and local government arnd
—@xennt organizations, effective, in general, for faxable
piviviing on o or after 17178 LTARMREA Seo., 6O64 (d) ]

exoent o,

b 17570 added, effective For TYBROS 1/1/78%9

conforms to federal law with vespect to the tex tresatment of
2 ettt lemsnt Funds (TRC Sec. 468E) by making modificaticonsg,
opurposes, to oclarvify existing law. [Techwical clear-up to
cats. 18387, Ch. 113871

1 amended., effective Fo

ms to Federal law with resg o the taxn treabtment of
fund% (IRC Sec, 984), including federal rales allowing a
ivcome From the short vear resaliing from a change
LTAMRA Sec. 1008 (e) (53]

cifically provides that tax returns which are Filled orioes
20, and incluade the fuall &mwunﬁ o hject
srread, may be amewnded prior
that income over the First four taxat

effective

axisting law with the respect to the comoputation of
et n@esinipe having one oy te partne

the noemal for determining the dam R
a partrner in a partrership shall &QQEV T pur
!jLVEdeL¢} ard Fart 11 avidd o unrdtsuu
atian Dode. T the amount Qf
Lhe partrnesrshis verl ardd 18 0o

culated by individual partrners.

VPTOIYTER T BT A

oy

.

that this clarification 1z deols
Conrs A ygemes )

1ied

Ly

18044 amended, effective

sunsalt da
ovily Faoy

Fede law dele
& law by BB 1328 which oconforrs
piwviieag durdmg 1988, to




spouse o roll over gaiwn from the sale of a principal residence where
the obther spouse died after the sale and before ococupyving the
replacemnent residence. CTaMEA Sec. 60027

Section 18162 amended., effective for TYROH 1/1/89

This act conforms, in concept {(using state percentages and holding
pericdsl, to federal law which allows a capital gains deduction from
gains on the sale of certain dairy cattle under the U.5. Department of
fAgricualtuwre milk production termination program. CTAMRA 1004 () ]

Section 18180 added, effective for TYBOA 1/1/789

This act conforms to federal law with respect to the treatment of
cevtain loans with below market interest rates (IRC Sec. 78720,
CTEMRG Sec. 1005 {c)y (18 and 1018wl

-

3

ection 18408, % amended, effective for TYROA 171789

This act modifies the rules relating to group vetuwrns of nonresident
partners (o "8Y Corporation shareholders) by allowing & deduction
from garned income for contributions to gualified pension or deferred
compensation plans.

Section 18681.9 amernded, effective for TYROA 1/1/787

This act cornforss to federal law relating to information returns on
mondeductible contributions to an Individual Retirvement fAccoount (IRA).
Anyorne who Tails to file the information retuwn is sublject to a $50
peralbty, bub an individual who overstates the amcunt of the
rovdeductible conbtribution is subject to a $100 pernaliby. CTEMRE Sec.
1011 (il

Sao

Laior 18682 amernded, effective for TYROA 1/71/8%59

This act makes a technical corrvection to this sectiorn, relating bo
urnderpayment of estimated tax, to conform to federal law. 186820131

Section 186029 amended, effective for TYRBOA 1/1/893

This act conforms to federal law by providing that the peralty For
urdlaerpayment of estimated tax For any period prior to 4716789 will be
waived for any increase in tax due to the adoption of the techrnical
amendmnents included in TAMROS Sec. 1001 throwgh 20035, LTAMRA 10191

Section 18684 amended, effective for TYROR 1/1/8%9

This act conforms bo federal law relating to the penalties for
nepligence and fraud Dby restructuring the law and deleting the
provisions that included iw these peralties an amount egual to 50
percent of the interest on the underpayment of tax. CTAMRA Sec.
1O1E (]




Sect ion 18687 amended, effective for TYRBOS 171789

This act conforms to federal law by specifying that the allowarnce of
ivstallment payments doss nob reduce the o
the urnpaild tax. LTAMRA Sec. 62541

cmputation of interest on

Sect iaon 18689 amended, effecbive for TYROD 1/1/89

This act conforms to clerical amendments to federal law, velating tao
the calculation of interest on negligence and fraud peralbiss. Creme
Seoc., 101507

Section 18808 4 amended, effective for TYBOO 1/1/89

This act conforms to minos amendments relating to the definition of a
"prakert for purposes of Filing information returns. The term now
includes govermmental umits, but does nobt include a person whose
activities consist of mamaging & farm on behalf of another :
ETAMRA Sec. 1015(e)]

Sectiorn 186807 amended., effective Foor TYRBOM (/1790

This act conforms to federal changes in the rules for withholding of
tax ov amounts paild by partrerships to forelgn paritners. The
withholding is vwow based upow bthe amount of "sffectively connected”

i =, rather thar the amount distributed to the partrner.

st o 1B934 amended, effective for TYROS L/1 /787

This act specifically does not conform to federal changes re
the reporting of taxpaver identification wumbers foor depend
Undery federal law, the age fooro such reporting was lowered from five
L, Califormia law dogs not reguire the reportivg of identificat
riuambers of dependents, regardless of ape. [Family SBupport Mot Seco.
T andd TO4]

lating to

mba,

M

Secticn 19270 amended, effective for TYBOM 1/71/89

Thizs act changes the due date of & report submitted armually by the
Franchise Tax Boavrd to the Legislature, detalling changes made to
federal income LTax laws duwring bthe preceding calendar year, Whengver
the federal changes are enacted after Sepbtember 15, the dus date of
the yeport to the Legislaturs would be changesd from January 10 to 120
dave after the federal law has been sigred by the President of the
Urmited States.

By R

Seoction ZOB0OR amended, effective for TYROA 1/1/849

This act, for purposes of the Homeowner and Renter Assistance Claims,
amends the definition of Yincome” to include wirmings from the
Califuornia Lottery when that amount exceeds $600 for any calendar
VAT

This

aleo makes techwnical amerdments to this section.




amended, effective for IYREOA 171789

@h@ credits for vesearcoh expendilitures and
ran drugs o the list of oredits that are
reduce the réggiaw tax below the tentative mirdmum tax.

This act i parifies bthat the mivnimum btax oredit, Vﬁ%ui%iﬁg fﬁﬁm
pavment of alternative mindmum tax in prior years, must be
e Fovee wy credit 1s allowed to reduce the regular btax below
t@mtnt miviimum tax. [E3036dY (13 ]

m

e

Section 230458 amended, effective For IVEGA 1717689

incorporates by veference the provisions of IRD Sec. 77020
Timitations on "modified endowment conbtracts.”

under such a conbract must be treated first ag

s ot Dasia. Loans are btreated amoants recelved
Aot rd @ 10 pervoent tax is imposed on cerbaln &mmunt%
arg irncludible in gross dwooms, CTamie i led d

ad, effective for IYEOA 1/71/89

the provisions of RO Seo.
Pemploves ., CreEmie See. 101iRMe) ]

Z o T

YT 4

reference to the “"specified date” in
shvanges that "specitied date” from January
. it has the effect in the Banmbk and
ivcorporat ing most of bthe changes made o the
Heveruse Aot of 1987 (RABY) and the
feveroie Mot of 1988 (THAPMRRAY.

Reveriie
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f bhe ohan made are shown only ivn Tedo
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federal laws will
uriderlyivg Federal
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ral laws enacted an oy
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mean Part 11 {(commencing with

{4 of subdivisiao 11, relating bto tawable
languange in & - & oim Uhapter
pm“iﬁé~ avich et o accournt ivng. This
@l amerndments to ot o,




sot Lon E3058 amernded, effective For IVYROA 1/1/78%

This act specifies that pesnalties (except for underpavmernt of
eatimated ftax) will become effective for taxable vears bhegirnming on o
aftaer January 1 of the yvear of sractment. This 1s the same marnmay 1
which changess in bthe computation of taxw are applied and will permit
all returnsg for a particular taxable vesry to be fregated in the same

MAMVIE,. Pheo, 23058 a1

Thizg act also provides that any changes rvelating to pavments of
st imated tax (including the penalty for undesrpayment) will nobt bescoms
effective until the vear begivming on o after Jarnuary 1 af the yvear
following enactment.  This change will avaoid retroactive application

- =

avments made prioy o the date of srnactment. [Bec. 3006 YT

Caoon 23450 amended, effective for IYBOG 1/1/F

des that, for purposes of computing the minimum tax

eference to "regular tax'" i1s before the allowarnce of
which, for state purposes only, may reduace the cegular
tentative minimua btax

amended, effective for IYROA 1/1/8%

section b

. For inmsta

craedits for research
applicable, since the
conforms To new

ter olaim this

L
L

M @ oredit for oclinical
ke the federal sunset date not

risiaon surnsets at a labter date.

ton o certalyn Thousekeeping” rule
all credits against LA, CTaMiEn Sec.,

1717859

e oredit for
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Phousekeeping’ rule

the Lax.

A
al, apply

that, iwn

Iypon 1717

e maximum btax ored {Fyoom $20, 000 to $50, 0000

Wiy provides child care Tacilities to emploveess.




This act also makes techwical amendments to the provisions allowing
this oredit.

bection @3617.5 amernded, effective for IVEOS 1/1/8%9

This aclt ivcreases the madimum tax oredit (From $300 to $600 per
dependent) for an emplover who makes pavments to, o reimburses
employvees, for participation iv & part-time child care plawn not
operated by the esnplaver.

Thisg act also makes techrnical amendments to the provisiorns allowing
this ocredl

r“f‘

B

Section &0

I amended, effective for IYEBOS 171789

mforms o
wanes paid to
1

law which denies the targeted jobs tax
nonunlon enplovess during a labor dispute.

s
11

=270 d amended, effective Ffor IYROA 1/1/8%9

tﬁ fedaral law which broadened sxisting rules
aiztzc 1 éit vities by exempt organizations
itiow to' o as well as "in suppooert of .

effective Tor IYROM 1/1/78%Y9

act oconf foderal which allow a political

janizat ion
carndidate,

11 e

as "ordinary and necessary’ bhusiness
hY
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e candidates for expenses that, 1Ff incwrred
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effective for IYEOR 1/1/78%93

to fedevral
trusts. CTHMRG Sec. 10111031

effective for IYBOA 1/1/768%9

clarifi

lose

that ar organization of mobilehaome park owners
exemnption merely because 1t manages, maintains, o
iehome park 1t has purchased.

cive for iyROA 171789

to federal law which provides that bvaw-exenph
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Ivpon 171769
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Jmnjﬁatzaﬂm which have lost btrhely exemd
Livities © rafar o

S A A LROS7 e, |
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k

e

H

wsrance for dts hospitsl members.

Y

r@%%%iﬁg to limitations on elective
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Seot ion amended gffective For IVYBREOO 1/71/8%9

This act amernds current law to retain the provigions of IRD Sec. 51
{urrelated businsss btaxab ) as amernded by the Tawx Reform Aot
o 1986, It does fe added rew
For publicly fraded

Ul

venes e foctive For IYRBROMA 1/71/8%9

This act repeals this section {(a countercart to IRD Sec. S91Z400) whioh
Mas become obsoclete, since SBec. 23738 rnow ivncorporates 1RO Seo. ©
~afarencs., CTechrical cleanm-up bto 8B 572 (Stats. 1987, Uk, 1139

Aty

nded, effective for

o exoeption o state law so that state law does
federal rules which pravide that ceritaivn income Feom
by is allocable to exenpt a%wtwwrv A% ]
ated businsss Lnoome. Lo

e
[

ded, afrfect

1/1/89

ives that tax-exempt

v bhely fax retuwsn information regarding
tﬁgﬁﬁactiﬁmﬁg and velationshios with othey tax-grempt
=P CRABT S ‘

Thise act cordforms to fedeval law which reg

diecla

B

amended, chive For IY¥YROO 1/71/89
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LHIE
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Section S3802 amended, effective for IYBOA 1/1/89

This act does rnot conform to new federal rules which require recapture
of a porvtion of the invertory value (LIFD over FIFO) when a
covporation elects to be treated as an "5 corporation. ™ For federal
purposss, the tax to be recaptured is pavable in installments over
four years,

Seotion 23803 amended, effective for IYROM 1/1/89

This act deletes an obsolete referernce to the altermative minimum tax
ive this sectiorn, relating to "B" corporations, and makes clerical
amandments.

Section BI80% renealed, effective for IYEBOO 1/1/89

This act deletes a state modification which has become obsolete, since
state law wow incorporates the provisionms of IRC Sec. 301 by
reference.

Seot ion 24274 amended, effective for IYROA 1/1/789

fMis act amends state law to rvetain the provisions of former [RC Sec.
81 as it was after the Tax Reform Act of 1986, since state law has not
heer conformed to the federal repesal of the reserve for acorual of
vacation Dav. {RABT? HEc. 102017

Section 24276 added effective for IYBOA 1/1/8%

This act conforms to fFederal law which reguires that gross income
include any illegal federal ivvigation subsidy, that is, the excess of
the amournt reguived to be paid for the water over the amount actually
paid, This chavge applies o water delivered after Jaruary 1, 13988,
in incomes yvears begirving on o after January 1, 1989, LRABY Sec.
1065113

Sectioan 24306 amended, effective for IYROR 1/1/78%

This act modifies the effective date of techmical covrections made to
1R Sec. 133 by Sec. 1011B(h) of Public Law 100-647 sivce, for state
purposes, the provisions of IRC Sec. 133 are applicable only to intome
vears begivnning iv 1990 through 1994, LTEMEA Sec. 0617

amended, sffective for I¥YEOS 1/1/893

This act rvepeals cbsolete language and makes clervical amendments to
contform more olossly to federal rules Ffor defining ordinary and
mecessary trade or husiness BxXpenses.

-

Section 24349, 1 amended, effective for IYBOA 1/1/89

Thise act rvepeals obsolete language to conform more closely to federal

5

law with respect to limitations on depreciaticn of luxury automobiles.



Spction 24253, 1 repealed, effective for IYBOA 1/1/89

This act repeals rules relativng to depreciation of certified historic
atructures. The federal counterparts (IRC Sec. 167{(r) and 167 (o))
were repealed in 1981.

Section 24356, 1 repealed, effective for IYROA 1/71/673

This act repeals obsolete tramsitional rules relating to returns Filed
for diwncome vears begirming in 1959, '

Section 4357, 10 added, effective for IYROA 1/71/89

This act conforms to federal law which permits a deduction (as a
charitable contributiorn) Ffor 80 percent of amounts paid to an
institution of higher sducation, evern though the taxpayer receives the
vight to purchase seating at an athletic event conducted by the
veceilving institutdiorn. fAlthough the federal charnge is retroactive to
vears bhegirmaing after 1983, the state charnpe applies only o income
vears begivming on or after 171789, {(TAMRA Bec. &£001]

Section 24359 amended, effective foro IYROA 1/1/8%9

This act conforms to federal law which modifies sxisting rules
velating to probibited political activities by exempt organizations to
imelude activities "in opposition to" as well as "in support of'.
CRABY Sec. 107111

Section 24261 amernded, effective fToy IYVRBOA 1/1/89

This act conforms to federal techrnical covrections, relating to
amortizable Dbond premioams. LTAMRE Sec. 10060331

Section 24360 amended, effective For IYRON 1/1/8%9

This act amends a oross reference in this section, relabting to
amortization of bond premiums, to irnolude a new section which 1
by this act.

b

o added

Section Z43603 amended, effective for IYROA 1/1/89

This act conforms to federal fechnical corrections, rvelating to
amartizable bond premiums and amends a oross veference to irclude a
mew section which is added by this act. TAMRO Bec. 1006(3)1

Section Z45635. % gdded, effective for IYROA 171789

Thie act conforms to federal law by adding mew rules relating o the
treatment oFf amortizable bhond premiums. CTamREA Sec. 10060331

Section D468, 1 vepsaled, effective For IVROR 1/1/8%9

This act repsals ourrent rules relating o the treatmernt of
expandiltures for trademarks and trade rnanes. See below.




ection 24268, 1 added, effechtive for IYRBOR 1/1/89

Thisa act conforms to new federal rules velating to the bresatment of
expendibures For trademarks and trade nanes. CYaMiea : Toom iyl

section #4475 repealed, effective for IYBOA 171789

This act repeals current rules relating to amortization of leases.
see Delow.

Seotion 43735 added, effective for IYEREOA 1/1/78%Y9

This act conforms to federal ruales relating to amortizabion of leases.
LTAMRA HSec. 1002z

repealed, effective for iYBUﬁ 171789

This repeals this section, relating bto amoetization of leases,

wrence the provisions of IRO

since Hec. 2435373 now incorporates by ore
Seo. 178, LTRMRA Sec. 1002((a)l

Section 242370 rvepealed, effective for IYROMA 171789

This act 3wmw‘im this sectiaon, relabting to amortization of leases,
sivics Sec. : S onow incorporates by reference the provisions of IRD
S, 178, = Sec. 1002{all

Deohidor @4 repealed, effechive

Thie act
e e,
178, CTErRe

zlativng to amertization of leaszes,
by referernce the pravisions of 1RO

als this C
Povenw incarporate
e 100z {ard

Faective.

B

IYBOA 1/1/6%

This act re : this obsolete section which applied only bo
expenditures in lrncome vears beginnivng prior to Jaruasry 1, 1980,

aled, effective For IYROA 1/1/89

chion @4 S8 rer

This act repeal s oo lete section which applied only to
sxpenditures v lncrome vears Deglnmion prdlor to Jaruary 1, 15984,

to EAshe amended, effectis

,:ﬁfﬁwmﬁ Lo federal law which provides that no gailn or loss
by & cooperative bousing assocliation upon the
dwsalling unit to a shtockholder 17 it is iv exchanpe
kholderts stock in the corporation and gualifiss for

tn@ gaivn by the stookholder, CTHAMRA Sec. 6282]

et f

i Ve

IvROa 1/73/89

b rule relating o regulated ivnvestment oome
anplication of federal law for state purposes.
investment companies would be taxed only upon

ivcoae, Dot onot less tharn the minimum tax.
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Section 244153 amended, effective Ffor [YBOO 1/1/789

This act amends current rules relating to real estate investment
trusts to clarify the application of federal law for state puroo
In gerneral, real estate investmernt trusts would be taxed only o
their undistributed irncome, bubt wot less than the minimuwm tax.

. s

chiorn 2440 5 amended, effecti

This section specilfies that the provisioms of Sec. 1020
Revernue Act of 1987 ave not applicable for state puwrpose That act
raepealed an exception to the uwniform capitalizstion rulw& thak
previously excluded past service pension coste from those rules.
Thus, for state puwrposess, pasht service pension costs are nob reguired
tor e capitalized.

the

For Fa

gral purpe the accounting adjiustment (income) resuliing
from this chang allowed tao be spread rabably over four years,
begivnming in 1987, For state purposes, there 18 no accoourdt ing
adjustment to be reported as income.

@1

b o SAa840 &

vichecd,

Thig act conforms to Ffederal law which reguires that the deductiorn far
rassarch expenditures must be reduced by an amcunt sgual to 50 percent
of the amoeunt of bthe research oredit allowesd, Heraus

@ oof the dernial
of the resesroh expernse, b mabes the sarch oredit @lective, rather
than required. CTaMRE Sec. "

Section D44458, 0 added, effective for IYBOA 1/1/89

Thie act conforms to federal treatment of salaries paild after the
close of the taxable yvear to shaveholder owners by a personal sesrvice
corporation (IRC Sec, ZE0HY. CRABY Sec. ]

Section

effective for TYEOA 173

This act conforms ho federal law which pesrmits full deduction Grather
than 80 percent) of meals to emplovess on offehore oil oo ges vigs and
to emplovess who are orew members of certarln commercial vessels,
CTEMEA Sec. &OO3E]

Section 24451 amended. effec!

IYROA 1/1/689

This act conforms bto Federal changes which expanded the scope of
special rales Ffor computing esrnings and profits in the case of
distributionsg o a8 shareholder which owns at least 20 percent of the
atock of the distributing corporation. LRART? Sec., 10227

oy

Section S4452 rvepoasled, sffective

IYROA 1L/1/69

This act repeals this secbtion (a cournterpart to TR Sec. S301a), since
Sec. Z4451, as amended, incovporates the provisions of IRD Sec. 301

imto Califorviia 1aw,




Section 24453 repealed, effective for IYROR 1/1/89

v
e
n

This act repeals this section {(a counterpart to IRC
Sec. 24451, as amended, incorporates the provisions
into Califormia law.

20, S01 (), since
IRC Sec. 301

]
ey
g

Section 24454 rvepealed, effective for IYROA 171789

This act repeals this secticon (a counterpart to IRDC Sec. 3010y, since
Sec. @4451, as amended, incorporates the provisions of IRC Sec. 301
inta California law.

Section 24454, 5 yepsaled, effective For IYBOA 1/1/89

This act repeals this section {(a counterpart to IRD Sec. 301(e), since
Sec. 24451, as amevrded, incorporates the provisions of IRC Sec. 201
into California law.

cticr 24457 amended, effective for IYROO 1/1/89

This act spegcifically makes not applicable the modification of federal
rules re}atlﬂg to nonrecogrnition of gain for distributions to
corporations owning 80 percent or more of the stock of the
distributing corporat ior. CRERY Sec. 102231

Section &4513 amended, generally effective for IYROA 1/1/787

Thie act conforms to federal changes in the transition rules relating
to the vepesal of the Gerneral Utilities Dooctring, effective as 1f they
had beern included in the Tax Reform Act of 1986 (gernerally applicable
to inocome yesrs beginnming on oo after 1/1/87). [TAMKA Sec. 100&{0gd ]

Section 24521 amended., effective for IYRBOM 1/71/8%9

This act conforms to federal modifications o rules velating to
riorrecogrition of gain on certain transfers of property to oa
contralled corporation. CTaMeen Seo. 10180d) 3

Section 24541 amernded, effective for IYROA 1/1/89

Mis act conforms to federal modificaetions to rules relating t
determivnation of basis. CTEMRA Sec. 101841

i

chAnts amended, effective

- IYEDA 1/1/89

This act conforms to federal modificatioms to rules velating to
corporate reorganizations. LTAMRS Sec. 10184 1]

Section D4585 vepesaled, effective for IYBOR 1/71/89

is act conforms to Ffederal law by repealing the separate section
ating to btransfers of partnership and trust interests by
coporat Lons. CTamMin Sec., 1006 (e ]




Section 84598 amnended, effective for IYBOA 1/71/89

This act conforms to new federal rules which provide that the
limitations orn NOL carryovers provided in the 1386 Tax Heform Bt do
ot apply to a change iv the cwnevship of a loss corporation that
results From certain bankruptoy reoarganizations o court oraocesdings.
CTAMRA Sec. &2771

This act also confarms to federal effective dates relating to rnew
limitations on nelt operabting loss carry FTorwards., CTAMRG Sec.
1006 (d) 1

This act specifically does net conform to the extensiorn of federal
rules relating o the exclusion From gross income of assistance
payvments made by the Federal Savivgs and Loan Inswance Corporvation to
troubled financial irnstitubtions. CTaMike Sec. 4011

This act specifically does vobt conform to federal changes which exparnd
the above yule to iveclude payvments made by the Federal Deposi
Inswrance Lorporation to troubled banks. CTAMENS Sec. 40181

Secbion 24601 amended, effective for IYROA 1717895

5

This act specifically doss g Coonform to fedeval cohanges whioh
repealed the deduction for additions to a reserve for the acorual of
varat Lo pay. For federal purposes, the deduction is now Limited to
the amount paid during the taxable year, plus the amount vested as of
the last day of the taxable vear and paid within two and one-half
moanths after the close of the taxable year. LRABY Sec. 1020117

For fedeyal purpos . the accoouwsting adjiustment (income) resulting
Fraom this change is allowed to be spread ratably over four yvears,
heginring in 1987. For state purposss, there s no accoounting
adjustment o be reported as  Lnoome.,

Cection S4635 added, effective for IYROO 1/1/68%3

This act adds language to Chapter 13 {accouwnting periods and methods
of accounting? to specify that the taxable vear of a taxpayer may nob
be different than the taxable yvear used For federal purposss.
LTechrnical clean-up to S8 57 (Stats. 1987, Ch. 11391

Section 248023, 5 amended,

for IYBROA 1/1/89

relating to computation of basis
with respect to the Ffour yvesr s sl of Lwoome 1y bthe short year
reasulting from a change of taxable veayr, LTaMmRA 1008{e ]

This act conforms to federal rules

This act also makes technical corvections to orovisions snacted by
BEE (Btate. 1987, Ch. 113%9.

Section dab27 amended, stffective for 1

This act amerds a oross refesrence to Sec. 444 of the Internal Heverue
Code in corjunobion with oonforming o DRI
limitations on payments mac

on

Seo, S80H, velating o

& bo emploves-—ownsrs of  pes

~
et

LT L




covporations after the close of the income year. [RABY7 Sec., 10206 arnd
TEAMRA Seco. 2Z004{(ed ]

- Section 24652 amended, effective for IYROA 1/71/8%9
L 4

Thie act specifically does nob conform to federal rules whicoh reguirs
Family farming corporations with mgross receipts in excess of %20
milliorn to use the acorual method of accounting. For federal
purposes, the accoounting adjustment (income) rvesulting from this
channge was allowsd to be placed into a suspense account and is
included iy gross income only when there is a reduction in gross
receliots from the brade or business of farming. If the pcorporation
oo be oa family covporation, the remaining balance in the

rge aceount 1s reguired bto be included in gross income at that

Les. CRARY Sec. 10Z0E]

[N

The arnvnouncement issued by the Franchise Tax Board which allows family
Farming oovporations to elect to switcoh to the accorual method is
currently under review, but no decision has beern made regarding its
vaetantion, modification, or termination.

=

Seotion 24654 amended, effective for IYROR 1/1/787

This act conforms to Federal changes, effective for irncoms years
beginning on o after 171787, relating to limitations on the cash
method of acoounting, which include consideration of indirvect holdings
by phy brustse in determining whether o not dthe ownership of a
soral service corporabion gualifies For an exception that permits
corporaticon o ouse the cash method of accournting. LTRMRA Sec.

Section 24661 amencged, sffective for IYROG 1/71/78%9

This act conforms to the fedesral effective date (sales or exchanpes
after December 21, 1987) for allowing & cash basis taxpavyer who
recelives insurance proceeds as a result of destruction or damage to
ocrops, under the Disaster Pssistance fAct of 1983, to slect to include
the income in the vear following the loss, 1f 1t can be shown that the

ivicome would normally have beern yveported in that vear. [THaMRE Sec.
E030]

ie act conforms to the federal effective date (before, on, or after
117106788 which allows deferral of income for payments under the
Aoyvicultural Act of 1949 to include pavments under the Disaster
HBssistance Lot of 1388, CTAMREA Sec. 60333

Section P4EET7 amended, effective for IYROA 1/1/893

This act adds exceptions to Califorvia law Lo specify that California
has not gonformed to certaln federal vules velating to instal liment
(RALBT SBec. 102023 TAMRA Sec. 1006, 1008, 1018, 2004, and 30760 :

Califorvia law still permits the irmstallmernt method for dealers
in real properbty (repealed for federal purposes). The four-vear
apread of income for federal puwrposes is not applicable for state

DU RS,




California law has rnot repsaled the proportionate disallowasnce
rules (repealed for federal purposss and replaced with interest
charpges for the deferval of tax).

Hecause California has mot conformed to the recent federal changes
relating to treatment of installment sales, federal rules velating to
rondealaer vreal property installment aobligations which are pledged as
sacuwrity for a loan after December 17, 1987, do not applys CTAMRA
Sec, HO3I1]

Section 4673, 5 amended. effective for IYROO 1/31/789

This act dogs rmot conmform o the 1987 and 1988 amerndments to Ffederal
law relating to the treatment of long-term contracts:

Urnder the 1986 Tax Reform Aoty bthe complebted contract method of
accounting was virvtually abolished. Taxpayers may elect tao use
#ither the percentage of completiorn method oy a hybeid method in
which the percentage of completion method is applied ta 40
percant of the contract and taxpaver’s rormal method of
aceounting to the remaining 60 percent.

Califormia law has yu
increased, from 40 to
ledadute

beern conformed to the 1987 change which
70 pereent, the portion of a lang-term
ract thalt must compute income ard expenses under the
grtapge of completicon method of accounting for contracts
entered into after Qotober 13, 13987, CROBT Seo. 10E05]

o
California law has oot beer conformed to the 19688 chanpe which §%%
increased, From 70 to Y90 percent, the poviion of a long-ternm -
covtract that must compute income and gxpenses under the
peveevitage of completion method of accountivng for contrac

entered into on or after Junse Z1, 1988, CTEMRA Seoc. 50411

This act also modifies the federal "loosk-backY rules to specify that

amournts allowed to be deferred for state puwrposes, due to differences
iv state and federal effective dates, shall be breated as 1if reported
at the same btime as wrder federal law. feas”

The armouncement issued by the Franchise Taex Board which allows
tarxpavers to elect to follow the federal rules 1s currently uander

review, but ro decision has been made regarding its retention,
meddl Fication, o termination.

Section 84681 amended, effective for IYBOG 1/71/89

This act modifies state law to rvetein incorporation o the provisions
af ITRC Seso, 461 as it was amended by the Tax Reform Aot of 1386, The
vepeal of the veserve for accovual of vacation pay does ¢ apply for
state purposes. CRARY Sec. 102011

Secbion 24690 amended, effective for IYEOR 1/71/89

This act clarifies that the tax upon the gross income of a Nucleay
Decommissioning Reseyvve Fund s an ingoms tTax, Thus the funds are not
aubject to The mivdmum tax and investments 1n exempt bonds are not
taned.
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Section 24701 amended, effective for IYEBOA 1/1/789

This act conforms by referernce to IRC Sec. 478, relating to LIFD
irnventories.

Section 24708 rvepealed, effective for IYROA 1/1/89

This act repeals this sectiorn {(a counterpart to IRD Sec. 472(1), since
Sec. 24701 rnow conforms to IRC Sec. 472 by reference.

Section 24702 repealed, effective for IYROA 1/1/89

This act repeals this section (a counterpart to IRC Sec. 472(b), since
Sec. 24701 row conforms to IRC Sec. 472 by referernce.

Section 84704 repealed, effsctive fooro IYBOA 1/1/89

This act repeals this section (a cournterpart to IRC Sec. 472((c), since
Sec. #4701 rnow conforms to IRC Sec. 4728 by reference.

Section 24705 repealed, effective foro IYBOA 1/1/89

This act repeals this section (a counterpart to IRC Sec. 472((d), since
Sec. 4701 now conforms to [ROC Sec. 472 by reference.

Section S4706 recealed, effective for IYROAR 1/1/89

This act repeals this section (a counterpart to IRC Sec. 472{(e), since
Sec. 24701 rnow conformns o IRC HSec, 472 by reference.

Section 24707 repealed, effective for IYBOAM 1/1/8%9

This act repesals this section (a counterpart to IRC Sec. 472(F), since
Seo. 24701 now conforms to [RC Sec. 472 by reference.

Section 248373 amended, effective for IYEBOA 1/1/89

This act makes techrnical amendments, relating to percerntage depletion,
to restore lanpuages that was inadverterntly deleted by BH 572 (Stats.
1387, Ch. 1139,

Spction 24916 amended, effective for IYHOA 1/1/89

This act makess techrnical amendments to oross referernces to obther
sections, relating to adjustments ta basis.

Section 24994 amernded, effective for IYEBOA 1/1/87

This act makes techwnical amerdments to rules relating to the treatment
of a state adjustmernt related to past differernces in state and federal
treatment of original issue discount bornds. Fodior law reguired the
adjustmant to be reported in the vear iv which the bond matuwed, was
sold, or otherwise disposed of. This amerndmernt permitse the difference
to be recopnized over a four yvear period beginming in 1987.
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Section 25107 amended, effective for IYBOA 1/1/893

This act makes a technical amerdment, relating to apporticnment of
income for international banking facilities, to delete a reference Lo
Sec. Z3044.

Section 25561 amended, effective for IYBOA 1/1/89

This act corrects erronecsus oross references in this section, relating
to estimated tax reguirements for peneral corporations.

Sect ion 28901c amended, effective for IYROA 1/1/83

This act conforms tao clerical amendments to Federal law, relating to
the calecuwlatiorn of interest orn rnegligence arnd fraud pernalties. CTAMRA
Sec. 1015 ]

Section 25934 amended, effective for IYROR 1/1/789

This act conforms to federal law relating to the penalties for
megligence and fraud by restructuwring the law and deleting the
proavisions thaet included inm these pernalties an amouwnt egual to 50
pevecent of the interest on the underpayment of tax. LTAMRA Dec.
1015 (b ]

Section D0951 amernded, effective for IYROG 1/1/8%5

This act conforms To federal law by deleting & provision which reduced
the peralty for uanderpayment of estimated tax if at least BO percent
of the tax was paid (90 pesreent reguirved). [RABY Sec. 103011

Secticon 25951, 5% amended, effective for IYRBOA 1/1/8%9

This act conforms to federal law by providing that the penalty for
underpavyment of estimated tax for any period prioe to 3/16/89 will be
waived for any increase in tax due to the adoption of the techwical
amgndments included in TAMREA Sec. 1001 thyvough 2005, LTaMRA 1019k ]

Section 209954 amended, effective for IYBOA 1/71/89

This act substantially restructures the rules for computing the
penalty for underpayment of estimated tax arnd conforms to federal
changes which:

Delete the exception relating to use of last year's income and
current year tax rates.

Allows large corvporations to use the prior vear tax as their
basis for making the firet installmernt of estimated tax for the

current yvear.

FROGRAM CHANGES

This act will rnot result in any program changes for the department
regquiring a rescort o the Legislature pursuant to Section 11017.5 of
the Government Code.
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LEGISLATIVE CHANGE NO. 89-26
ASSEMBLY BILL 36X AND SENATE BILL 34X

Authar: Klehs and Garamendi (regpectively)

Subject: Earthguake Related Disaster Loss Carryovers

Laws Affecting Franchise Tax Board: Sections 17207 and 24347.5 of the
Reverue amnd Taxation Code

Date Filed with Secretary of State: November 7, 1989

Chapter Number: 83-15x and 89~16x (respectively)

SLMMARY

Sections 17207 and 24347.5, as amended.

These acts allow special treatment of excess disaster losses resulting
from earthquake, aftershock or any other related casualty ccourring in
1989 in California which were sustained in a county or ity proclaimed
by the Governor to be in a state of disaster. Taxpayers are allowed
to carvy forward 100% of excess losses for a period of five years.
Fifty percent of any losses remaining after five years could then be
carried forward for the next ten years.

These acts also allow corporations to elect to deduct their disaster
related losses on the prios year's return instead of on the retuwrn for
the vear in which the disaster occcurred.

These acts will rnot result in departmental program changes reguiring &

report to the Legislatuwre pursuant to Section 11017.5 of the
Government Code.
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EXHIBIT 4 Page 1
GENERAL DESCRIPTIOH

Since 1983, wmany provisions of federal lav {(Internal Revenue Code)
have been incorporsted into state lav by reference, as of a %specified
date.

This bill would change the *specified date® from January 1, 1987 to
January 1, 1989, for texable (or income) years beginning on or after
January 1, 1989 (Sec. 17824.5). 1In so doing, meany of the recent
federal changes, such as the Revenue Act of 1987 and the Technicel and
Miscellaneocus Revenue Act of 1988, would be incorporated into the
Personsl Incowme Tax Law (PITL) and the Bank and Corporation Tax Law
(BCTL).

This exhibit provides s brief description of each of the changes that
this bill would make to the PITL and BCTL.

DESCRIPTION OF REVENUE ACT OF 1987

ACT SEC. 93861-9346 - PENSION FUNDING, TERMINATION, AND OTHER
CHANGES. These sections of the Act strengthen the funding rules
for defined benefit pension plans and provide a ten percent
excisge tax on funding deficiencies.

Personal Incowe Tax Law. All of these changes (IRC Sec.
481, 404, 411, 412, 414), except the nev excise tax, would
be incorporated into the PITL (Sec. 17501) by changing the
"gpecified date® for referencing provisions of federal law.
Section 17502 would be added to incorporate federal
effective dates gpecified in Section 9341(c) of Public Law
186-203.

Bank and Corporation Tax lLaw. Only the changes relating to
deductions by ewployers (IRC Sec. 404) would be incorporated
intoe the BCTL (Sec. 24601) by changing the "specified date"
for referencing provisions of federal lav. The other
changes are not applicable to the BCTL.

ACT SEC. 16161 - CHILD & DEPENDENT CARE CREDIT. This section
provides that overnight cawp expenses wvill no longer be gqualified
expenses for purposes of the child and dependent care tax credit.

Pergonal Income Tax Law. This change (IRC Sec. 21) would be
incorporated intc the PITL (Sec. 178652.6) by changing the
*specified date® for referencing provisions of federal law.

Bank and Corporation Tax Law. This change is not applicable
to the BCTL.

ACT SEC. 101062 - DEDUCTION FOR QUALIFIED RESIDENCE INTEREST.
This section modifies the rules relating to the deduction of
interest expense on indebtedness secured by a personal residence
by establishing nevw liwmitations on "acquisition indebtedness® of
1,086, 800 and "home equity indebtedness® of $100, 006.
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Personel Incowme Tex Law. This change (IRC Bec. 163) would
be incorporated inte the PITL (Sec. 17281) by changing the
fmpecified dete® for referencing provisions of federal law.

Bank and Corporetion Tex Law. This change l1s not applicsble
to the BCTL.

ACT SEC. 18193 - TREATHEET OF FEDERA] JUDGES. This smection
reverges & Tax Court decisgion which held that certain federsl
judges vere mot employees of the United States asnd therefore not
active participsnits in Bn esmplover pension plan. Thus, judges
making contributions to an IRA will nov be subject to the special
limitetions that apply to asctive perticipants.

Pergonel Income Tax Law. Section 17272 wvould be added to
the PITL by this bill to incorporste this change.

Benk and Corporetion Tex Lav. This chenge ie not applicable
to the BCTL.

ACT SEC. 16261 - REPEAL 0OF RBESERYE FOR ACCRUAL OF VACATION PAY.
This chaenge repesled the deduction for additions to a reserve for
the scorusl of vacetion pay. The deduction is now liwmited to the
aswount paid during the taxeble ysar, plus the ssmount vested as of
the last daey of the taxable yvesr and pald within twoe and one-half
montha after the close of the taxsble vear. For federsl
purposes, the accouniting sdiustwent {(income) regsulting from this
change wag alloved to be spread over four years (25%-8%2-354-35%%.

Personal Incowme Tay Lesy. Section 17694 sould be added to
retain IRC Sec. 8% for state purposes. Section 17563 vould
be added to retzin IRC Sec. 463 for stste purposes. Ho
exceptiong are added for changes to IRC Sec. 484, 419, and
461.

Bank snd Corporation Tex lLsy. Section 24274 would be
swended to retain IRC Sec. 81 for state purposes. BSection
24681 vould be amended to make Lthe proviesions of Act Sec.
18281 mnot applicable for state purposes. Section 24681
would be amended to retain the existing provisions of IRC
Serc. 461, em of January 1, 1987. Section 246835 (IRC Sec.
463) would not require change, since it is not coupled to
federal lav.

ACT SEC, 1@2062 - IWSTALLHENT SaLES. This section substantielly
wodified federal rules releting to instsllment ssles by repealing
the instslliment method for deslers in real properiy, repealing
the proportionaste dissllowvance rules end replacing thesm with
interest cherges for the deferral of the tax, &nd relaxing the
rules for purposes of cosmpuiing sliternative siniwmum taxable
income to allow the installment wmethod for nondesler dispositions
of property. For federzl purposes, the sccounting sdjustsent
{incorwe) vesulting from ithe repesl of the installsent wmethod for
deslers in real property was aslloved to be spread ratably over
four yesars.
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Pergonal Income Tax lLaw. Section 175368 would be amended to
retain federsl lavy as it ewxisted on Jenuasry i, 1987. The
changes made by Act Sec. 18282 would not be incorporated
into the PITL. 8Sec. 17862 would be amended to specify that
changes to IRC Sec. 56{(a)(6) would snot apply.

Bank and Corporation Tax Lew. Section 24667 would he
apended fto retain federsl lay as 1t existed on January 1,
1887. The chesnges wade by Act Sesc. 18282 vould pot be
incorporated into the BCTL. Sec. 23456 would be amended to
agpecify that changes to IRC Bec. 56{(21(6} would not apply.

ACT SEC, 16283 -~ LOBC-TEREH CDEHTRACTE. This section increases,
from 48 toc 79 percent, the sortion of a long-tersm ceontract that
wust compute income and expenmes under the percentage of
coepletion method of sccounting for contracts entered into after
October 13, 1987.

Pergonal Income Tax Law. Section 17564 would be added to
retain federal lasvy asg it exisited on Januery 1, 13887.

Bank snd Corporastion Tex Lsy. Section 24673.2 would be
awended to retain federsl lay as 1t existed on January i,
i987.

ACT BEC. 182064 - AHMORTIZATION OF PAST SERVICE PENSION COSTH.
This section repesals an excepltion to the unifores cepitelizastion
rules and subjects pest service pension costs to thoese rules.
The sccounting adiustment (dncowme) resuliing from this change is
slloved to be spread ratably over four yesrs.

Personsl Inceowme Taw Lsw. These changes (noncode! would not
be incorporasted into the PITL. Section 17279 vould be added
to specify that this noncode language is not applicable.

Bank znd Corporation Tax Lazw. These changes {(noncodel would
not be incorporated into the BUTL. Section 24422.3 would be
smended to specify that this noncode language is not
applicable.

ACT SEC. 16285 - AUCRUAL ACCOUNHTIHG FUR LABGE FaMIlyY FARHMS. This
section regqguires fanily farwing corporetions with gross receipis
in excess of $25 willion to use the accruasl method of accounting.
The ascoounting adiustment {income! resulting from this change was
glloved to be pleced into a suspense account and is included in
grose incose only when there is s reduction in gross receipts
frew the trade or business of farsming. I1If the corporation cesses
to be a faslly corporation, the resmsining belsnce in the suspense
sccount is regulred to be incliuded in gress income st that tise.

Personal Income Tax Law. This change is not aspplicable to
the PITL.
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Bank and Corporation Tex Law. Section 24632 would bhe
gmended to specify thst these changes are not espplicable to
the BCTL.

ACT SEC. 182866 - ELECTION 0OF TAYABRLE YEAR. This section relaxed
the rules relating to retention of fiscal veasr sccounting pericds
by pess-thru entities such ass parinerships, *S cornorations®,
etc., but added certain ®*required payments® in exchange for
deferral of the tax.

Personzsl Income Tax law. AB 2138 {(Stats. 1988, Ch. 11}
conforeed to federsl law, except for the “regquired paymenits®
feature. This bill wvould awend Section 17272 to conform to
federal treastment of saslsries paid after the clome of the
taxable year to shareholder owners by & personal service
corporation (IRC Sec. 288H). This bill wvould slisoc make
technical awvendments to Sec. 17551, as enscted by 4B 2136.

Bank snd Cornoration Tax lLaw. AB 2138 (Stats. 1988, Ch. 11V
conformed to federal law, except for the “reguired paymenis®
feature. Thig bill vwould add Section 24442.5 to conform to
federal treatsent of melsries paid after the close of the
taxable year to shareholder oewners by & personal service
corporation (IRC Sec. 288H3. This bill would aliso maks
technical awendments to Sec. 24637, as enacted by AB 2136.

ACT SEC. 18211-16213 PUBLICLY TRADED PARTHERSHIPS., These
sectionz provide that, for income tax purposes, publicly traded
partnerships vill be treated s corporastions. ASdditional rules
are provided relating to limitstions on passive activities and
treateent of exewmplt organizations who have incowse frow publicly
traeded partnerships.

Personsl Income Tax Law. AB 2138 (Stetg. 1988, Ch. 113}
conformed Lo the provieion relating te limitations on
passive activities (IRC Sec. 469). The provisions of IRC
Sec. 7704 vould not be incorporsted into the PITL. The
provizion relating to exemnpt organizastions {(IRC Sec. 512} is
not applicable to the PITL. The other provisions (IRC Sec.
58 and 163 are technical nonsubstantive changes thatl would
be incorporated into the PITL (Sec. 17862 end 172861) by
changing the "specified dsate® for referencing provisions of
federsl lav.

Bank and Corporstion Tax Lavy. AB 2130 (Stets. 1988, Ch. 11}
conforsed to the provision relsting to lismitastions on
peeaive potivities (IRC ZSec. 486893, The provisgions of IRC
Sec. 7784 vould not be incorporasted into the BCTL. The
provigion relating to exewmpt organizations {IRC Sec. 512}
vould not be incorporated into the BUTL (Sec. 283732 awmended
to retain federal lavy ss of January 1, 1987:. The other
provisionsg (IRC Sec. 58 and 163) are technical
nongubstantive changes thet do not regulre wmodificstion of
the BCOTL.
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ACT SEC., 18214 PARTHERSHIP ALILOCATIOHS TO EYERPT PARTHERS., This
gection provides thaelt certesin income frowm debt financed real
properiy is asllocable to exempt pariners as incowe subiect to the
tax on unrelsted business incose.

Pergonal Incosme Tax Lsy. This change is not appliceble to
the PITL.

Zank snd Corpogrstion Tex lLay. Section 23735 would be
apended to specifiy that these changes would not be
applicable to the BCTL.

ACT SEC, i@221 -~ REDUCTION OF DIVIDERDS RECEIVED DEDUCTION. This
gection reduces the deduction for dividends received {(fros 86 to

7@ percent) for corporstions that ovn less than 28 percent of the
gtock of the distributing corporstion.

Persconsl Income Tex lLaw. These changes are not spplicable
to the PITL.

Bank snd Corporation Tewx lLsvy. The minor changes relsiing to
dividends received frowm 2 regulsted investment company {(IRC
Sec. 854) would be incorporasted into the BUTL (Sec. 24412)
by changing the ®specified date® for referencing provisions
0f federal lsw. However, the other more gignificant changes
{IRC Sec. 243-2464, 883, and B&1l} would noit be incorporated
inte the BCTL.

ACT SEC, 16227 -~ EABHTHGE AND PRUOFITS CAILCULATION. Thisz section
expands the scope of special rules for computing earnings and

profits in the case of digtributions to a shareholder vhich owns
at least 28 percent of the stock of the distributing corporastion.

Personal Incowe Tax Law. These changes are not applicable
to the PITL.

Bank and Corporation Tax lLaw. The changes to IRC Sec. 381

vould be incorporated into the BCTL by amending Sec. 24451

and repealing Sec. 23885, 24452, 244583, 24454, and 24454. 2.
The changes to IRC Sec. 1583 would not bhe incorporated into
the BCTL.

ACT BEC, 18223 - HIBEORE SUBSIDIARY THAESACTIONE., This section
sodifies the rules relsting to nonrecognition of galin for
distributions to corporations ocwning 89 percent or smore of the
sgtock of the distributing corporation.

Personsel Incowme Tax Law. These chenges are not applicsble
to the PITL.

Bank snd Corporation Tex Lavy. The changes to IRC Sec. 3864
and 385 would pnot be incorporated into the BCTL (Sec. 24457
amended and Seo. 24533 not changed). The changes to IRC
Sec. 337 would be incorporated by date change, but would
have no significant effect upon the BCOTL.
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ACT SEC. 18225 - LIAITATIOHNS O HOL CAREY FORWARDS. This section ~§A

-
liwite the use of net operating loss carryovers by a loss
corporation following s change in ownership.

)

-

g
0

7
o

Peraonal Income Taux Law. This change is not spplicable to
the PITL.

Bank and Corporation Tax Law. AB 21386 (Stets. 1988, Ch. 113
conforwed the BUTL {(Sec. 24592 to this change (IRL Sec.
3823.

ACT S8EC. 18226 - LIHITATION O PRE-ACBUISITION LOSSES. This
section lisitse the use of net opersting loss caryvovers by loss
corporations vhich recrganize vithin five years after scguiring
gnother corporastion.

Personal Income Tawx Lawvw. This chenge is not applicable to
the PITL.

Bank and Corporstion Tax Law. AB 2136 (Siate. 1988, Ch. 113
conforeed the BCTL (Sec. 245394 to this change (IRC Bbec.
384,

ACT SEC. 16227 - RECAPTUHE OF LIFO AMOUKT UPON ®*5% ELECTION.

This section requires recapiture of a portion of the inventory
value (LIFO over FIF0) when a corporation elecis to be itreasted as
an *S corporation.® However, the tax is pavable in installwents
over four years.

Pergonal Income Tawx l=v. This change is not spplicable to
the PITL.
Bank and Corporation Tex lLaw. This change {(IRC Sec. 1363)

would not be incorporated into the BCTL {(Sec. 23882
amended).

ACT SEC. 19301 - ESTIHATED TaAY REQUIREHEHTS -~ CORPORATIOHRS. This
section consclidastes into one secition all of the rules relating
to estimated tax of corporations. t repeals the reduced rate of
penalty wvhere between 88 and 98 percent of the sstisated tax has
heen paild. It Blso repeals the penaliy excepition using last
year’'s incowme and current yvear tax rates and sllows large
corporations to use the prior yesar tax as thelr basis for making
the first installsent of estisated tax for the current year.

Persgonal Income Tax Law. These changes are noi aspplicable
toe the PITL.

Bank snd Corperstion Tax Lav. Host of the restructuring
changes (IR0 Sec. 585, 6154, £281, 6423, &681, and 663513
would not be incorporated intoc the BCTL bescause there are 8
nusber of provisions that sre unigue to Celifornia, such as,
the wminimum tax, specisl rules for banks and finsncial
corporations, and a different definition of a ®large®
corporation. However, Sec. 25951 and 25954 vould be smended
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to alloy large worldwide corporations to use the prior year
tax as s basis for the first installment, to repeal the
reduced penalty rate, and to repeal the exception that
permite using last year’s income with current year tax
rates.

ACT SEC. 1@6@1 - TARGETED JOBS TAX CREDIT. The section denies
the tergeted jobs tax credit for wvages paid to nonunion employees
during a labor dispute.

Pergonal Income Tax Law. Sec. 178653.7 would be amended to
incorporate this change (IRC Sec. 31} into the PITL.

Bank and Corporastion Tex Law. Sec. 23621 would be amended
to incorporate this change (IRC Sec. 51) into the BCTL.

ACT SEC. 16611 - JLLEGAL IHRRIGATION SUBSIDIES. This section
regquires that gross incowme include any illegal federal irrigation
subsidy, that is, the esxcess of the awmount required to be paid
for the water over the amount actually paid.

Personasl Income Tax Law. This change (IRC Sec. 98) would be
incorporated into the PITL (Sec. 17681) by changing the
fgspecified date® for referencing provisions of federal law.

Bank and Corporation Tex Law. This change (IRC Sec. 96)
would be incorporated into the BCTL by adding Sec. 24276 to
provide that this change applies to water delivered after
January 1, 1988, in incowe years beginning on or after
January 1, 1989.

ACT SEC. 14763 -~ DISCLOSURE OF MOHNDEDUCTIBLE CONTRIBUTIONS. This
section requires certain tax-exewmpt organizations, such as
lobbying groups and political action comwwittees, to include on
fundreising solicitations that contributions or gifts are not
deductible as charitable contributions.

Pergonal Income Tax Lsv. This change is not applicable to
the PITL.

Bank and Corporstion Tax Lasw. This change (IRC Sec. 6113,
6114, end 6£710) would not be incorporated into the BCTL,
since the informwation will have already bheen disclosed in
compliance wvith federal law.

ACT SEC. 186782 - PUBLIC INSPECTION OF RETURNS OF EXEHPT
ORGANIZATIONRS. This section requires tax-exempt organizations to
allow public inspection of certain tax documents.

Pergonal Income Tax Law. This change is not applicable to
the PITL. ‘

Bank and Corporation Tax Law. This change (IRC Sec. 61864)
would not be incorporated into the BCTL, since the
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informstion will have already been discloged in compliance
vith federal law.

ACT BEC. 16703 - ADDITIOKAL INFO ON RETURNKS OF EXEHPT
ORGANIZATIONS. This section requires that tax-exempt
organizations disclose on their tax return information regarding
tranasfers, transactions, and relationships with other tax-exempt
organizations. '

Personal Incowme Taex lLav. This change is not applicable to
the PITL.

Bank and Corporation Tax lLaw. Section 23772 would be
awended to incorporate thiz change (IRC Sec. 6833) into the
BCTL.

ACT SEC. 16784 - PENALTIES. This section adds and wmodifies
penally provisions relating to disclosure of nondeductibility of
contributions, public inspection of tax documenits, and disclosure
that certain inforwmeation or services are available from the
federal government.

Personal Incowme Tax Law. These changes are not applicable
to the PITL.

Benk and Corporation Tax lLaw. These changes (IRC Sec. 66352,
6685, snd 72067) would pot be incorporated inte the BCTL,
gince the requirement provisions are not being incorporated
into the BCTL.

ACT SEC. 18785 - DISCLOSURE REQUIREHENTS OF EXEHPT ORGANIZATIONS.
This section requires tax-exempt organizations to disclose that
certain information is available from the federal government.

Personal Income Tax lLaw. This change is not applicable to
the PITL.

Bank and Corporstion Tax Law. This change (IRC Sec. &711)
vould not be incorporated into the BCTL, =ince the
information will have already been disclosed in compliance
with federal law.

ACT SEC. 18711 - PROHIBITED POLITICAL ACTIVITIES BY EXEHPT
ORCANIZATIONS. This section wmodifies existing rules relating to
prohibited political activities by exewmpt organizetions.

Personal Income Tex Law. The changes to IRC Sec. 501 and
504 are not applicable to the PITL. The change to IRC Sec.
178 would be incorporated into the PITL {(Sec. 17201) by
changing the ®*specified date® for referencing provisions of
federal lav. Section 17241 would be amended to delete the
automatic repeal date established by AB 128 (Stats. 1989,
Ch. 9).
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Bank and Corporastion Tex Lsw. Sec. 23781d, 23704.6, and
24359 would be awended to incorporate most of these changes
{IRC Sec. 178, 35@1, and 504, into the BCTL. The changes to
IRC SBec. 2835, 2186, and 2522 are not applicable to the
BCTL.

DESCEIPTION OF THE TECHHICAL & HMISCELLANEQUS REVENUE ACT OF 1988

(ACT SEC. 18@1-2005 - TECHNICAL CORRECTIONS TO OTHER ACTS. These
sections wade technical corrections to provisions of the Internal
Revenue Code, the Tax Reforwm Act of 1986 (Public Lav 99-514), the
Omnibus Budget Reconciliastion Act of 1986 (Public Lav 99-5@9),
and the Usnibus Budget Reconciliation Act of 1987 (Public Law
1ee-2863).

To the extent that these corrections made changesz to
provisions of the IRC that are incorporated into California
lay by reference, this bill would adopt those changes (Act
Section 162) as declaratory of existing lav and apply them
in the sawe manner ag specified in Public Lav 188-647.

To the extent that these corrections wmade changes to,
provigions of the IREC that are not incorporated into
California law by reference, this bill would adopt those
changes by specific action (Sec. 17862@.12, 17827, 178639,
17841, 17862, 17232, 17584, 17312, 17551.35, 17569, 17562,
17671, 18162, 18188, 18H81.9, 18682.5, 18684, 18689,
18802.4, 18807, 23045.6, 2370ir, 237@is, 24361, 24363,
24363.5, 248368.1, 24373, 24374, 24375, 24376, 24513, 243521,
24541, 243562, 245853, 24392, 24633.35, 24654, 24667, 24916,
2598ic, 25934, 25951.5, and 25954).

A cross-reference listing disclosing the treatment of the
various technical corrections is attached as Exhibit B.

ACT SEC. 3811 - GROUP HEALTH PLANS. This section imposes an
excise tax on emplovers or plan asdeministrators at the rate of
£188 per day for each beneficiary when there is a failure to
gatisfy the health care continuocus coverage rules. This section
also repeals 8 provision that denies a business deduction to an
employver for expenaes of a group health plan that does not meet
continuous coverage rules.

Pergonal Incowe Tax Lav. The existing denial of deductions
{IRC Sec. 162) would be repealed and relasted technical
amendments (IRC Sec. 186 and 414) would be incorporated into
the PITL (Sec. 17131, 17201, and 17581) by changing the
*gspecified date® for referencing provisions of federal law.

Bank and Corporation Tax Law. The existing denial of
deductions (IRC Sec. 162) would be repealed from the BCTL
{Sec. 24343) by changing the ®*specified date® for
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referencing provisions of federal lasv. The related
technical awendwents are not applicable to the BCTL.

The excise tesx provision (IRC Sec. 498@B) would not be
incorporated into either the PITL or the BCTL.

ACT SEC, 2823 - DISCRIHIHATION RULES FOR EHPLOYEE BENEFIT PLANS.
This section modifies rules that resirict ewployers from
discrimination in providing benefits to their smployees.

Personal Income Tax Law. The changes in discriwminastion
rules (IRC Sec. 89, 129, 4186, and 414) would be incorporated
into the PITL (Sec. 17681, 17131, and 17581) by changing the
fgpecified date® for referencing provisions of federal law.
Section 17092 would be added to the PITL to incorporate
federal effective dates. Howvever, Section 17895 vwould be
added to specify that the provisions of IRC Sec. 85 would
not apply to taxable years beginning in 1989G.

The provisions relating to returns and records (IRC Sec.
6@839D) and iwposition of tax for failure to file information
returns (IRC Sec. 6652) would not be incorporated into the
PITL, since Californis relies upon the federal governement to
approve and monitor employee benefit plans.

The amendments to IRC Sec. 2036 and 4976 are not applicable
to the PITL.

Bank and Corporation Tax Law. These changes are not
applicable to the BCTL.

ACT SEC. 481 - EXCLUSION OF EMPLOYER PROVIDED EDUCATIONAL
ASSISTANCE. This exclusion is extended for one vear, but does
not apply to taxable vears beginning after Decewber 31, 1988.
This section also amends rules relating to education at the
graduste level.

Personal Income Tex Lav. Both changes (IRC Sec. 117 and
127} would be incorporated into the PITL (Sec. 17131) by
changing the "specified date® for referencing provisions of
federsl law. Section 17154 vwould be smended to delete the
sutomatic repesl date established by AB 128 (Stats. 1989,
Ch. 9.

Benk and Corporstion Tax lLav. These changes are not
applicable to the BCTL.

ACT SEC. 4062 - EXCLUSIOHE OF EMPLOYER PROVIDED GROUP LEGAL

BEREFITS. This exclusion is extended for one vear, but does not
apply to taxable years ending after December 31, 1988. A new
provigion liwits this exclusion to $7@ per taxable year. This

section Blsc makes related technical awendments to the provisions
relating to cafeterias plans.
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Personsl Income Tax lLaw. All of these changes (IRC Sec. 120
and 125} wvould be incorporated inte the PITL (Sec. 17131) by
changing the *gpecified date® for referencing provisions of
federal law. Section 17158 would be amended to delete the
sutowatic repesl date established by AB 128 (Stats. 1989,
Ch. 9.

Bank and Corporstion Tax Lasw. These changes are not
applicable to the BCTL.

ACT SEC. 4983 - ALLOCATIONS FOR LOW-INCOHE HOUSIEG CREDITS. This
section perwiits state lov-income housing credits allocated in
yeaers afier 1987 to be carried over if at least 18 percent of the
expected costs have bheen incurred during the year of allocation
and the property is placed in smervice within the next two years.

Personal Income Tex lavw. Hany of these changes (IRUC Sec.
42) would be incorporated into the PITL (Sec. 17858) hy
changing the "specified date¥ for referencing provisions of
federal lav. Hovever, no wmodifications for state purposes
would be made by this bill. The state issues wvere addressed
by 8B 78 (Stats 1989, Ch. 46).

Bank and Corporation Tax lLew. HMNany of these changes (IRC
Sec. 42) would be incorporated into the BCTL (Sec. 23616.5)
by changing the ®"specified date® for referencing provisions
of federal lavw. Hovever, no modifications for state
purposes vould be made by this bill. The state issues vere
addressed by 5B 78 (Stats 1989, Ch. 46).

ACT SEC. 4084 - PARTHERSHIPS HOLDING LOW-INCOHE HOUSING
BUILDIKGS. Thiz section modifies rules relating to recapture of
the credit where the property is owned by a partnership.

Personal Income Tax Law. H¥any of these changes (IRC Sec.
42} would be incorporated into the PITL (Sec. 17838) by
changing the “aspecified date® for referencing provisions of
federal law. Howvever, no wmodifications for state purposes
would be made by this bill. The state issues vere addressed
by 8B 78 (Stets. 1989, Ch. 46).

Bank and Corporstion Tex Law. Hany of these changes (IRC
Sec. 42) would be incorporated into the BCTL (Sec. 23616.3)
by changing the "specified date® for referencing provisions
of federsl law. Hovever, no wmodifications for state
purposes vould be wade by thie bill. The state issues were
addresgsed by SB 7@ (Stats. 1989, Ch. 46).

ACT SEC. 4067 - EXTENSION OF CREDIT FOR RESEARCH EXPENDITURES.
This esction exitends the credit for increasing research
activities, but would not apply to any awount incurred after
Decemwber 31, 1989,

Pergsonal Income Tax Lsy. This change {(IRC Sec. 41) would be
incorporated intc the PITL (Sec. 17832.12) by changing the
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*gpecified date® for referencing provisions of federal law.
Hovever, Sec. 17852.12 would be smended for technicsal
correctiong and deletion of the federsl sunset date which
conflicts with current state law.

Bank and Corporastion Tax Law. Thi=s change (IRC Sec. 41)
vould be incorporated into the BCTL {(Sec. 23669) by changing
the "specified date® for referencing provisions of federal
law. However, Sec. 23689 would be amended for technical
corrections and deletion of the federal sunset date which
conflicts with current state law.

ACT SEC. 4608 - DENIAL OF DEDUCTION FOR 5G% OF RESEARCH CREDIT.
This section denies a deduction for research expenditures equal
to one-half of the awount of the research credit. It alsoc makes
the credit elective, rather than required, and wmakes related
technical awmendwents to other sections.

Pergonel Income Tax lLaw. The elective provision and
relevant technical amendments (IRC Sec. 28, 41, 196, and
288C) would be incorporated into the PITL (Sec. 17852.12,
17857, and 17281) by changing the ®*specified date®" for
referencing provigions of federal law. However, Sec. 178057
vould be amended for technical corrections and deletion of
the federal sunset date which conflicts with current state
law. Sec. 1727@ would also be amended.

Bank and Corporation Tax lLaw. The elective provision and
relevant technical amendmenits (IRC Sec. 28, 41, 196, and
288C) would be incorporated into the BCTL {(Sec. 23669,
236@9. 5, and 24440) by changing the *gpecified date® for
referencing provisions of federal lav. Hovever, Sec.
23689.5 and 24449 would be amended for technical corrections
and deletion of the federal sunset date which conflicte with
current state law.

ACT SEC. 4011 - DELAY OF 2% FLOOR WITH RESPECT TO HUTUAL FUNDS.
This section further delays application of the two percent floor
on miscellaneous itemized deductions, with respect to the
indirect expenses of a shareholder in a regulated investment
company (mutual fund), until January 1, 1996.

Pergonal Incowe Tax Lav. This change (IRC Sec. 67} would be
incorporasted into the PITL (Sec. 17876) by changing the
*apecified date® for referencing provisions of federal lawv.
Hovever, federal lav contains a drefting error snd this bill
would awend Sec. 17876 to incorporate this change as it was
intended, without the drafting error.

Bank and Corporation Tax lLaw. This change is not applicable
to the BCTL. :

ACT SEC. 4012 - EACLUSIONS RELATING TO FSLIC AHD FDIC PAYHERTS.
This section extends the rules relating to the exclusion of
assigtance payments wade by the Federal Savings and Loan

§§\
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Insurance Corporation to troubled financial institutions through
December 31, 1989. This section also expands the rules to
include paymenits made by the Federal Deposit Insurance
Corporation to troubled banks.

Personal Incowme Tex Law. These changes are not applicable
to the PITL.

Benk and Ceorporation Tax Lav. The changes to IRC Sec. 382
would be incorporated into the BCTL {(Sec. 24592) by changing
the *specif.ed date® for relerencing provisaovne of federal
lav. However, this bill would amend Sec. 24592 to wmake
those chasnges not applicable for state purposes. The
changes to IRC Sec. 368 and 597 would pnot be incorporated
into the BCTL by changing the *specified date® for
referencing provisions of federal law, since the BCTL
provigions (Sec. 24322 and 24562) are not tied to federal
law by reference.

ACT SEC. 5081 -~ ESTIBATED TAX PAYHMENTS OF CORPORATIONS. This
gection reguires 198 percent, rather than 9@ percent, recapture
of any shortfall in earlier installwents by a corporation using

the annualized income method of estimating its tax.

Personal Incowme Tax Law. This change is not applicable to
the PITL.

Bank and Corporeation Tax Lasw. This change (IRU Sec. 66585)
ig not aspplicable to the BCTL.

ACT SEC. 5@11 - LIMITATIONS ON MORTALITY AND OTHER EXPENSE
CHARGES. This sectition wodifies the reasonableness standards for
tresting certain policies es 8 life insurance contract, rather
than as an investment.

Personal Income Tax Law. This change (IRC Sec. 7782) would
be incorporated into the PITL (Sec. 17820.6) by changing the
*aspecified date® for referencing provisions of federal law.

Bank =and Corporation Taex Law. This change {(IRC Sec. 77@2)
would be incorporated into the BCTL (Sec. 230845) by changing
the ®*specified date® for referencing provisions of federal
lavw.

ACT SEC., 5812 - LIMITATION O LIFE IHSURANCE CONTRACTS. This
section pleces nev limitations on *modified endowment contracts. *
Amounts received under such a contract must be treated first ag
income, then as recovery of basis. Loans are treated as amounts
received under the contract and a 18 percent tax is imposed on
certain amounts received that are includible in gross income.

Persongl Income Tax Law. Sec. 17826.6& would be amended to
incorporated this chenge (IRC Sec. 770ZA) into the PITL.
Sec. 17685 would be amended to reflect related technical
amendments (IRC Sec. 72).
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Bank and Corporstion Tax Law. Sec. 23645 would be amended
toc incorporate this change (IRC Sec. 77824) into the BCTL.
The relsted technical swmendments are not applicable to the
BCTL.

ACT SEC. 5613 - VALUATION OF GROUP-TERH LIFE INSURANCE. This
section strikes out a provision that ewployees age 64 or older
shall be treated as if they were age 63. Thus, the IRS will have
to prescribe higher monthly coste (in five-year brackets) for
ages 64 and over.

Personasl Incomwe Tex lLaw. This change (IRC Sec. 79) would be
incorporated inte the PITL (Sec. 17881) by chenging the
*gpecified date® for referencing provisions of federal law.

Bank and Corporation Tex Law. This change is not applicable
to the BCTL.

ACT SEC. 5041 - 1LONG-TERM CONTRACLTS. This section increases,
from 7@ to 9@ percent, the portion of & long-terw contract that
must compute income and expenses under the percentage of
completion wethod of accounting for contracis entered into on or
after June 21, 1988.

Personal Income Tax Law. These changes (IRC Sec. 56 and
460) would pnot be incorporated into the PITL (Sec. 17564
added). The PITL would continue to be conformed to the Tax
Reform Act of 1986 (48 percent required to be computed under
the percentage of completion method).

Bank and Corporation Tax Law. These changes (IRC Sec. 36
and 468) would not be incorporated into the BCTL (Sec.
24673. 2 amended). The BCTL would continue to be conformed
to the Tax Reform Act of 1986 (40 percent regquired to be
computed under the percentage of completion method).

ACT SEC. 5@73 - DENIAL OF DEDUCTION FOR RESIDENTIAL TELEPHOHRE.
This section provides that where business is conducted in the
home, no deduction will be allowed for charges relating to the
firgt line into the taxpayer’s home.

Personal Income Tex Law. This change (IRC Sec. 262) would
be incorporated into the PITL {(Sec. 17281} by changing the
*gpecified date® for referencing provisions of federsl lav.

Bank snd Corporstion Taex Lswv. This change is not épplicable
to the BCTL.

ACT SEC. 5874 - PARTHERSHIP REPORTING OF UNRELATED BUSINESS
INCOHE. This section expands the reporiting requirewents of a
partnership which has one or more exempt partners subject to the
unrelated business tax.

Personal Income Tax lLaw. Sec. 17932 would be smended to
incorporate this change (IRC Sec. 6831) into the PITL.
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Bank and Corvorstion Tex law. This change is not applicable
to the BCTL.

ACT SEC., 5@75 - OPTIONS SUBJECT TO WASH SALE RULES. This section
expands the wash ssle rules to apply to contracts or options to
sell stock or securities, as well as to the actuasl sale of astock
or gecurities.

Personal Incowe Tax Lev. This change (IRC Sec. 1@91) would
be incorporsted into the PITL (Sec. 18631) by changing the
*gpecified date® for referencing provisions of federal law.

Bank snd Corporation Tax Law. This change (IRC Sec. 1691)
vould be incorporated into the BCTL (Sec. 249398) by changing
the "specified date® for referencing provisions of federal
lavw.

ACT SEC. 5676 - IHTEREST CHARGE ON CERTAIKN INSTALLMENT SALES.
Thie section expands the scope of the interest charge on
nondealer smales to include all types of propertiy, not just
realty.

Pergonal Income Tax lLaw. This change (IRC Sec. 433A) would
not be incorporated into the PITL (Sec. 17360 awmended).

Bank and Corporstion Tax lLaw. This change {(IRC Sec. 43534)
would not be incorporated into the BCTL (Sec. 24667
amended).

ACT SEC. 5877 - APPLICATION OF HOL RULES TO STOCK ACQUIRED BY AN
ES0OP. This section adds a requirewment that in order teo avoid the
change of ovnership rules when an ESOP acquires stock,
immediately after the acquisition the plan must have a nuwmber of
participants that is not less than 5@ percent of the average
number of employees of the loss corporation during the three year
period prior to the acguisition.

Personal Incowe Tex Law. This change is not applicable to
the PITL.

Bank and Corporation Tax Law. This change (IRC Sec. 382)
would be incorporated into the BCTL (Sec. 245392) by changing
the ®*gpecified date® for referencing provisgions of federal
ilaw.

ACT SEC. 6681 - DEDUCTION OF CERTAIN PAYHENTS TO HIGHER
EDUCATIOE. This section adds a provision that permits a
deduction for 8@ percent of amounts paid to an institution of
higher education, even though the taxpayer receives the right to
purchase seating at an athletic event conducted by the receiving
ingtitution. The federal change is retroactive to years
beginning after 1983.

Personal Incowme Tax Law. This change (IRC Sec. 176} vwould
be incorporated into the PITL (Sec. 17281), effective for
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taxable years beginning on or after January 1, 1989, by
changing the ®gpecified date® for referencing provisions of
federal lav. However, bSec. 17241, as added by AB 128
(Stats. 1989, Ch. 9) would be asmended to delete its
autowmatic repeal date.

Bank and Corporation Tax Laow. . Sec. 24357.18 would be added
to the BCTL to incorporate this change {(IRC Sec. 178} into
the BCTL.

ACT SEC. 6002 - ROLLOVER OF BGAIN ON SALE OF RESIDENCE. This
section sdds a provision that permits a surviving spouse to
rollover gain from the sale of & principel residence vhere the
other spouse died after the sale and before occupying the
replacewent residence.

Personsl Income Tax Law. This change (IRC Sec. 1&34) would
be incorporated into the PITL (Sec. 18831) by changing the
*specified date® for referencing provisions of federal lawv.
Hovwever, Sec. 18844, as added by AB 128 (Stats. 13989, Ch. 9
would be amended to delete its automatic repeal date.

Bank and Corporation Tax Law. This change is not applicable
to the BCTL.

ACT SEC. 6003 - DEDUCTION OF HEALS PROVIDED BY EHPLOYER. This
gectlion adds a provision that permits full deduction (rather than
86 percent) of meals to employees on offshore oil or gas rigs,
effective for taxable years beginning on or after Jenuary 1,
1988, and to employees vho are crev wembers of certasin commercial
veassels, effective for taxable vears beginning on or after
January 1, 1989.

Personal Income Tax lLawv. This change (IRC Sec. 274) would
be incorporated into the PITL {(Sec. 172€1) by changing the
"specified date® for referencing provisions of federal lawv.
Hovever, Sec. 17271, as added by AB 128 (Stats. 1983, Ch. 9)
wvould be amended to delete its sutomatic repeal date.

Bank and Corporation Tax lLaw. This change {(IRC Sec. 274)
would be incorporated into the BCTL (Sec. 24443) by changing
the "gpecified date® for referencing provisions of federal
law. However, Sec. 24443 would be awmended to sunset
geparate state rules which aspplied to income years beginning
in 1987 or 1988. ‘

ACT SEC. 60864 - RELIEF FOR IHEBOCENT SPOUSE. This section adds a
provigion that extends relief to certain spouses whose net worth
ig les= than $18, 829 retroactive to Januvary 1, 19835.

Pergonal Income Tax Law. This change {(noncode) would not be
incorporated intoc the PITL, since it is retroactive in
nature.
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Bank and Corporation Tax Law. This change is not applicable
to the BCTL.

ACT SEC. 6665 -~ CHRISTA FcaAULJIFFE FELLOWSHIP AWARDS. This
section adds a8 provision thalt excludes frowm gross incowme amounts
received as & Christa Hecauliffe Fellowship Avard as long as the
avard is directly used for the benefit of & school or school
digtrict.

Personal Income Tax Law. This change {(noncode} was added to
the PITL (Sec. 17168) by AB 128 (Stats. 1989, Ch. 9). Thise
Bill would amend Sec. 17168 to delete the automatic repeal
date provided by that bill.

Bank and Corporation Tax lLew. This change is not applicable
te the BCTL.

ACT SEC. 6686 - ELECTION TO IRCLUDE IHNCOME OF HINOR ON PARENT'S
RETURN. This section permits a parent to report the unearned
incoms of 5 wminor child {(up to €5,80@0) on the parent’s return.

Pergonal Income Tax lLaw. This change (IRC Sec. 1) would be
incorporated into the PITL (Sec. 17841 by changing the
fgpecified date® for referencing provisions of federal law.

Bank and Corporation Tax Law. This change is not applicable
to the BCTL.

ACT BEC. 6027 - DEDUCTIORN OF JURY DUTY PAY REMITTED TU EMPLOYER.
This section allows an above-the-line deduction (not subject to
the two percent floor) for jury duty pay which is remitted to the
employer.

Personal Incowme Tax Law. These changes (IRC Sec. 62, 2286,
and 221} were incorporated into the PITL (Sec. 17872.5 and
17273 by AB 128 (Ststs. 1989, Ch. 9). This bill would
amend Sec. 17072.5 and 17273 to delete the automatic repeal
date provided by that bill.

Bank and Corvoration Tax Law. These changes are not
applicable to the BCTL.

ACT SEC. 6888 - STANDARD MILEAGE RATE FOR RURAL KAIL CARRIERS.
This section rurasl mail carriers to use a standard mileage rate
that iz equal to 15@ percent of the standard rate used by oither
taxpavyers.

Personal Income Tax Law. This change (noncode) was
incorporated inte the PITL (Sec. 17289) by AB 128 (Stats.
1889, Ch. 9. This bill would amend Sec. 17289 to delete

the automstic repeal date provided by that bill.

Bank and Corporation Tax Law. This change is not applicable
to the BCOTL.
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ACT SEC. 6810 - RESTRICTION OH ADDITIOHAL EXEHPTION FOR STUDENTS.
This section restricts the additionsl exemption for a student
dependent to situations where the student is less than 24 vyears
of age.

Pergonal Incowme Tax lLaw. This change (IRC Sec. 131) would
be incorporated into the PITL (Sec. 17854) by changing the
"speciiied date® for referencing provisions of federal law.

Bank and Corporation Tex Law. This change is not applicable
to the BCTL.

ACT SEC., 6811 - OHE-TIHME EJMNCLUSION OH SALE OF PERSOHAL RESIDEHNCE.
This section allovwas the one-time exclusion of gain in certain
situations where the taxpayer became physicelly or mentally
incapable of self care.

Personal Incowme Tax lLaw. This change (IRC Sec. 121) was

incorporated into the PITL (Sec. 17133) by AB 128 (Stats.
1889, Ch. 9. This bill would amend Sec. 17153 to delete
the sutomatic repeal date provided by that bill.

Bank and Corporation Tax Law. This change is not applicable
to the BCTL.

ACT SEC. 6826 - UNIFORM CAPITALIZATION RULES. This section
provides excepltions to the uniform capitalization rules for free
lance authors, photographers, and artists; producers of animals
in ferwing; and growers of pistachio nuts.

Personal Incowe Tax lLav. These changes (IRC Sec. 263A) were
incorporated into the PITL (Sec. 17261) by AB 128 (Stats.
1888, Ch. 9). This bill would amend Sec. 17261 to delete
the automatic repeal date provided by that bhill.

Bank and Corporation Tax Law. These changes (IRC Sec. 2634)
vould be incorporated into the BCTL (Sec. 24422.3) by
changing the ®*specified date® for referencing provisions of
federal law.

ACT SEC, 6627 - DEPRECIATION OF CERTAIN SINGLE PURPOSE
STRUCTURES. This section provides s 18-year recovery period
{instead of 7 years) for single purpose agricultural or
horticultural structures.

Personal Income Tax lLaw. This change (IRC Sec. 168) would
be incorporated into the PITL (Sec. 17281} by changing the
*apecified dete® for referencing provisions of federal law.

Bank and Corporation Tex Law. This change is not generally
applicable to the BCTL, since California has not conformed
the BCTL to the federal Accelerated Cost Recovery System.
However, this change (IRC Sec. 168) would be incorporated
into the BCTL (Sec. 23802) with respect te ®°5° corporations
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by changing the ®*specified date® for referencing provisions
of federal law.

=

-

ACT SEC. 6828 - TREATHENT OF PROPERTY USED IH FARHING. This
section resiricis depreciation of farw property to the 158%
declining balance method {(instesd of 288%1L), unless an election
has been wade to deduct preproductive period expenses.

Pergonal Income Tex lasv. This change (IRC Sec. 168) would
be incorporated into the PITL (Sec. 17281) by changing the
*mpeciiied date® for referencing provisions of federal law.

Bank and Corporation Tax Lew. This change is not generally
applicable to the BCTL, since Californis has not conforwed
the BCTL to the federal Accelerated Cost Recovery System.
However, this change (IRC Sec. 168) would be incorporated
into the BCTL (Sec. 23802) with resmpect to *5% corporations
by changing the *gpecified date® for referencing provisions
of federal law.

ACT SEC. 6029 - TREATHENT OF CERTAIN TREES. This section
regtricte deprecistion of certain trees to the straight-line
wethod over ten vears.

Personal Income Tax lLaw. This change (IRC Sec. 168) would
be incorporated into the PITL (Sec. 17201) by changing the
*gspecified date® for referencing previsions of federal law.

Benk and Corporation Tax lLaw. Thise change is not generally
applicable to the BCTL, since California has not conformed
the BCTL to the federal Accelerated Cost Recovery System.
Hovever, this change (IRC Sec. 168} would be incorporated
into the BCTL (Bec. 23802) with respect to *S* corporations
by changing the *gpecified date” for referencing provisions
af federal law.

ACT BEC. 6830 - DEFERRAL FOR SALE OF LIVESTOCK DUE TO DROUGHT.
This section allows a cash basis taxpayer who receives insurance
proceeds as a8 result of destruction or demage to crops, under the
Disester Assistance Act of 1983, to slect to include the income
in the year following the loss, if it can be showvn that the
incowe would normelly have been reported in that year.

Personal Income Tax lLaw. This change (IRC Sec. 451) would
be incorporasted into the PITL (Sec. 17351) by chenging the
*gpecified dete® for referencing provisions of federal lavw.
Howvever, Sec. 17359 would be added by this bill to
incorporate the effective date provisions of Sec. 683@(b) of
Public Lawvw 188-647 (salez or exchanges after December 31,
1987;y.

Bank and Corporation Tax Law. This change (IRC Sec. 431)
vould be incorporated into the BCTL (Sec. 24661) by changing
the "specified date® for referencing provisions of federal
law. Howvever, Sec. 24661 would be amended by this bill to
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incorporate the effective date provisions of Sec. 6838(h) of
Public Law 106-647 (sales or exchanges after December 31,
19873.

ACT SEC. 6831 ~ IHNSTALLHENT SALES - CERTAIH REPLEDGES PERHITTED.
This section wmodifies the rules for nondeasler real property
installwent obligations which are pledged as security for a loan
after December 17, 1987.

Personal Income Tax Lew. This change (noncode) would not be
incorporated into the PITL (Sec. 17568 awmended!}.

Bank and Corporation Tax lLaw. This change (noncode) would
not be incorporated into the BCTL (Sec. 24667 amended).

ACT SEC., 68632 - LIHITATIONS O CASH METHOD OF ACCOUNTING. This
gection includes congideration of indirect holdings through
trusts in deterwmining whether or not the ownership of a personal
gervice corporation qualifies for an exception that permwmits the
corporation to use the cash method of accounting.

Personal Incowe Tax Law. This change (IRC Sec. 448) would
be incorporated into the PITL (Sec. 17551i) by changing the
*gpecified date¥ for referencing provisionz of federal lavw.

Bank and Corporation Tax law. Thig change (IRC Sec. 448)
would be incorporated into the BCTL (Sec. 24654) by changing
the "specified date® for referencing provisions of federal
lav.

ACT SEC. 6633 -~ DEFERRAL OF CROP OR LIVESTOCK IHCOME. This
aection broadens a provision that allows deferral of incowe to
include payments under the Disaster Assistance Act of 1988.

Personal Income Tax Law. This change (IRC Sec. 451) would
be incorporated into the PITL (Sec. 17331) by changing the
*gspecified date® for referencing provigions of federal lav.
Hovever, Sec. 17339 would be added by thie bill to
incorporate the effective date provisions of Sec. &6833(b) of
Fublic Lawy 106€-647.

Bank and Corporation Tax Lav. This change (IRC Sec. 4511
wvould be incorporated into the BCTL (Sec. 24661} by changing
the Ygpecified date® for referencing provisions of federal
lavw. Hovever, Sec. 24661 would be awmended by this bill to
incorporate the effective date provisions of Sec. 6833(b} of
Public Lavy 188-647.

ACT SEC. 6851 - PEHSIONS: HORDISCRIMIEATION RULES FOR CHURCH
PLANS. This section provides that the nondiscrimination
requirements of IRC Sec. 89 do not apply to statutory employee
benefit plans maintained by a church for church employees.

Personal Income Tax lLaw. Thease changeg {(IRC Sec. 89 and
125) would be incorporated into the PITL (Sec. 17881 and
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17131} by changing the ®"gpecified date® for referencing
provisiong of federal lesw. Sec. 17892 would be added to the
PITL to incorporate the federal effective date as specified
in BSec. 6851(c) of Public Law 188-647. However, Sec. 17695
would be added to provide that IRC Sec. 89 would not apply
to taxable vears beginning during 1989.

Bank and Corporstion Tax Law. These changes are not
applicable to the BCTL.

ACT SEC, 6852 - PEHSIUONS: HODIFICATION OF HOMDISCRIHMINATION
RBULES. This section wodifies the nondiscrimination rules
applicable to contributions to a tax sheltered snnuity program
not wade pursuant to s salary reduction agreement.

Pergonal Incowme Tax lLav. This change (IRC Sec. 483) would
be incorporated into the PITL (Sec. 17381) by changing the
*specified date? for referencing provisions of federal lavw.

Bank and Corporstion Tax lLaw. This change is not applicable
to the BCTL.

ACT SEC. €853 -~ PEHSIONS: REGUIRED DISTRIBUTION FOR GOVERNMENTAL
PLANS. Thisz gection permits ewmployees of government or churches
to defer digtributions until retirement, insteed of regquiring
digtributions to begin in the calendar year afiter attaining age
78. 5.

Personal Income Tax Lav. This change (IRC Sec. 4@1) would
be incorporated into the PITL {(Sec. 17581) by changing the
*specified date® for refersncing provisions of federal law.
Hovever, this bill wvould add Sec. 17582 to incorporate
federal effective detes as specified in Sec. 1121{d) of
Public Law 99-514.

Benk snd Corporation Tex Law. This change is not applicable
to the BCTL.

ACT SEC. 6654 - PENSIONS: LIHITATIONS ON GOVERNHENTAL PLANS.
This section provides that the limitation on benefits under a
defined benefit plan shall not be leass than the accrued benefits
of & guelified participant, determined without regasrd to any
amendesent of the plan after UOctober 14, 1887.

Personal Income Tax Lavw. This change (IRC Sec. 4135) would
be incorporated into the PITL (Sec. 17561) by changing the
*gpecified date® for referencing provisions of federal law.
Sec. 17512 would be emdded to the PITL to conform to the
federal effective dates.

Bank and Corporation Tax lLaw. This chenge is not applicable
to the BCTL.
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ACT SEC. 6055 - PENSIONS: MINIWMUM PARTICIPATION STANDARDS.  Thise
section provides that police, firefighters, and ewmergency medical
service ewmployees may be considered separately from other
ewmplovees for purposes of the wminiwmum participation standards.

Personal Incomwme Tax Law. This change (IRC Sec. 4@1) would
be incorporated into the PITL (Sec. 17561) by changing the
*gpecified date™ for referencing provisions of federal law.
Hovever, Sec. 17582 would be added to incorporate the
federal effective dates as gpecified in Sec. 111Z(e} oz
Pullzo Loe 99 -L14.

Bank and Corporation Tax Law. This change is not applicable
to the BCTL.

ACT SEC, &857 - PENSTIONS: PROHIBITIOKN ON COLLECTIBLES. This
gection provides that coins issued by stetes are nolt treated as
collectibles and may be a2 part of a gualified individual
retirement account (I1RA).

Personal Income Tax lLaw. This change (IRC Sec. 468) would
be incorporated into the PITL (Sec. 175301) by changing the
*specified date® for referencing provisions of federal law.

Bank and Corporation Tax Law. This change is not applicable
to the BCTL.

ACT SEC. 6@5L8 - PENSIONS: FUNDING RULES FOR HMULTIPLE EMPLOYERS.
This section adds rules relating to employers participating in
multiple employer pension planc.

Personal Income Tax lLaw. This change (1RC Sec. 413) would
be incorporated into the PITL (Sec. 17581) by changing the
*gpecified date® for referencing provisions of federal law.

Bank and Corporation Tux lLaw. This change is not applicable
to the BCTL.

ACT SEC. 6859 - PENSIONS: LIMITATIONS FOR POLICE AND
FIHEFIGHTERS. This section decreases the winimum service
requirement for police and firefighters fromwm 20 to 15 years.

Personal Inceome Tax Law. This change (IRC Sec. 415) would
be incorporated into the PITL (Sec. 175@1) by changing the
*gspecified date® for referencing provisions of federal law.
Hovever, this bill would add Sec. 173512 to incorporate the
federal effective dates as gpecified in Sec. 1186¢(i) of
Public Law 99-514.

Bank and Corporation Tax lLaw. This change is not applicable
to the BCTL.

ACT SEC. 6061 -~ LUOAHS TO ACQUIRE EMPLDYER SECURITIES. This
section modifies the effective dste of technical corrections made
to IRC Sec. 133 by Sec. 1811B(h}) of Public Lav 1£8@-647.

§§
E
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Pergonal Income Tax Lasv. This change is not applicaeble to
the PITL.

Bank and Corporstion Tax Law. Sec. 24386 would be asmended
by this bill to incorporaste this change (noncode) intc the
BCTL for incowe yearse beginning on or after Jenuary i, 199@,
and before January 1, 1995.

&CT SEC, 6862 -~ PENSIONS: COLLECTIVELY BARGAINED AGREEHENTS.
This section delays the effective date of changes wmade in the
18986 Act with respect to collectively bargained agreements.

Personal Income Tax lLasw. This change {(noncode) would be
incorporsted into the PITL by changing the ®"apecified date®
for referencing provisions of federal law (17824.5).

Dank and Corporastion Tax Law. This change is= not applicable
to the BCTL.

ACT ZEC. 6663 ~ PEHSIOHS: DEPEHDENT CARE ASSISTANCE PLANS. This
section provides thet 2 plan will not be itreated as failing to be
a caifeteris plan solely because the participant receives
reiwbursesents wvhich are required to be included in gross incowse
under the Femilyvy Support Act of 1988,

Personal Incowe Tax Law. This change {(noncode} would be
incorporated into the PITL by changing the fspecified date®
for referencing provisions of federal law (17624.3).

Bank and Corporation Tax Lew. This change is not applicable
to the BCTL.

AaCT SEC. 6864 - PENSIONS: DEFERRED COWMPENSATION. PLANS OF STATE &
LOCAL GOVERMHENT. This section provides that vacation, sick
lesve, cowmpensatory time, meverance pay, disability pay, and
death benefiis are not considered to be deferred compensation.

Persongl Income Tex Law. Sec. 175366 would be sdded by this
Bill to incorporaste this change (noncode) into the PITL.

Bank snd Corporstion Tax Law. This change is not applicable
to the BCTL.

ACT SEC. 6865 -~ PEHCSIONS: EACEPTION FOR GOVERNHEKRTAL PLANS. This
section provides that certain nev particilipation regquirements
ghall not apply prior to January 1, 1993, for employees who vere
participants in the plsn on July 14, 1988.

Persongl Income Tewx lsw. This change (noncode} would be
incorporated intoc the PITL by changing the "specified date®
for referencing provismions of federal law (17824.5).

Bank and Corporation Tax Law. This change is not applicable
to the BCTL.
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ACT SEC. 6066 - FRINGE BENEFITS - AIR CARGO EHPLOYEES. Thie

section would broaden the free travel exclusion of airline
emplovees to include employees of air cargo companies.

Personal Income Tax Law. This change (IRC Sec. 132) would
be incorporated into the PITL {(Sec. 17131) by changing the
“gspecified date® for referencing provisions of federal lavw.
Sec. 17134, as added by AB 128 (Stats. 1989, Ch. 9) would be
smended to delete the automatic repeal date.

Bank and Corporatiocn lax l.aw. This change is not applicable
to the BCTL.

ACT SEC. 68667 - PENSIONS: SPIN-OFF RULES TO BRIDGE BANKS. This
section adde nev rules relating to spinoffe end similar
transactiona to banks that sre established by the FDIC to assuwme
the deposits and other liabilities of a closed bank.

Personal Incowe Tax Law. This change (IRC Sec. 414) would
be incorporated into the PITL (Sec. 17501) by changing the
*gpecified date® for referencing provisions of federal lav.

Bank and Corporation Tax lLaw. Thisg change is not applicable
to the BCTL.

ACT SEC. 6068 - PENSIONS: LUHP-SUH DISTRIBUTIONS TO ALTERNATE
PAYEES. This section adds a rule that protects the treatment of
2 lump-sum distribution where a portion of the proceeds is paid
to a spouse (or forwer sgpouse) under court order.

Personal Income Tax Law. This change (IRC Sec. 462) wvould
be incorporated into the PITL (Sec. 17581) by changing the
*apecified date® for referencing provisions of federal law.

Bank and Corporation Tex Law. This change is not applicable
to the BCTL.

ACT SEC. 6870 - PEHSIONS: DEFIHITION OF PART-TIME EMPLOYEE. This
gectlion provides increassed hour liwmits for temporary employees of
employers having less than 1@ ewmployvees.

Pergonal Income Tax Law. This change (noncode) would be
incorporated into the PITL by changing the ®*specified date®
for referencing provisions of federal law (17824.35).

Bank and Corporstion Tax lLesw. This change is not spplicable
to the BCTL.

ACT SEC. 6871 - PENSIONS: RURAL TELEPHOKRE COOPERATIVES. This
section provides that rural telephone cooperstives may have
gualified cash or deferred arrangements for their employees.

Personal Incowe Tax lLaw. These changes (IRC Sec. 481 and
4573 would be incorporeied into the PITL (Sec. 17561 and




EXHIBIT A Page 25

GERERAL DESCRIPTIOR

17551 by changing the %specified date® for referencing
provigions of federasl lavw.

Bank and Corporation Tex lLav. These changes sre not
appliceble to the BCTL.

ACT SEC. 6876 —~ TREATHENT 0OF CERTAINE ¥WORKER COHPENSATION FUNDS.
This section provides special rules relsting to the timing of
policyholder dividend deductions for taxzable yesrs beginning
pricr to January 1, 1987.

Personal Incowe Tex lLaw. This change (noncode) would not be
incorporated into the PITL, since it affects only years
beginning prior to 1987.

Bank snd Corporeation Tax Lesy. This change (noncode) would
not be incorporsted into the BCTL, asince it affects only
vears beginning prior to 13587.

ACT SEC. 6878 - SEIF-FUNDED DEATH BEEEFIT PLANS OF CHURCHES.
This section provides that self-funded death benefit plans of
churches will be itreasted ze life insurance contracts.

Personsl Incowe Tax Lswy. This change (IRC Sec. 7782) would
be incorporsted inte the PITL (Sec. 17828.6) by changing the
*apecified date?® for referencing provisions of federal lav.

Bank and Corporstion Tax Law. This change (IRC Sec. 7782)
would be incorporsted into the BCTL (Sec. 23843) by changing
the *aspecified dete® for referencing provisions of federal
law.

ACT SEC., 6879 - TREATHEHT OF STRUCTURED SETTLEHEHTS. This
gection perewits treatwent as a gualified assignment, even though
the assignee’s rights may be greater than those of a general
creditor.

Personal Incowme Tax Lay. Theme changea (IRC Sec. 356 and
138} would be incorporsted into the PITL (Sec. 17862 and
17131) by changing the "gpecified date® for referencing
provigions of federal lav.

Bank and Corporstion Taz Lavw. These changes are not
applicaeble to the BCOTL.

ACT SEC. 6132 - FOREIGH CURREHCY RULES. This gection wmodifies
the rules for valuation of foreign currency transactions.

Perscnal Income Tax ley. The changes te IRC Sec. 988 and
1292 would be incorporasted into the PITL (Sec. 18831) by
changing the Yspecified date® for referencing provisions of
federal law.

HBank and Corporation Tax Law. The changes to IRC Sec. 988
and 1832 would be incorporated into the BCTL (Sec. 24898) by
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changing the *specified date® for referencing provisions of
federal law.

ACT SEC. 6202 - PURCHASE OF INSURANCE BY COOPERATIVE HOSPITALS.
This gection provides that tax-exempt hospital service
organizations way acquire, on a group basis, salpractice and
general liability insurance for its hospitel members.

Pergonel Income Tax Lavw. This change is not appliceble to
the PITL.

Bank and Corporstion Tex lLev. This change (IRC Sec. 3861)
vould be incorporasted into the BCTL by amending Sec. 237864.

ACT SEC. 6283 - CAHMCELLATION OF CERTATH DEBTS HOT TC AFFECT
EAEHPTION. This section provides that a rural sutual or
cooperative telephone and eleciric cowmpany will not lose its tax
exemnption due to diecharge of indebtedness arising from the
prepayment of a certain loans.

Pergonal Income Tex Lav. This change is not applicable to
the PITL.

Bank and Corporastion Tex Lavw. This change (noncode) would
not be incorporated into the BCTL, since it relates to
certain sssocciations that sre not exempted frow tawxation
under astate law.

ACT SEC. 6234 - INSTALLHERT PAYHENT OF TAX LIABILITY. This
section iz contained in the federal ®*tauwpayer rightse® proviesions
snd sets forth federsl rules relating to the paywment of incowme
taxes in installments. 4 conforming amendment clarifies that the
allovance of inetallwent paywments does not reduce the computation
of interest on the unpaid tax.

Personal Income Tax Law. California has ite own ®tauxpaver
bill of rights.® Hovever, the conforming amendment would be
incorporated intoe the PITL by amending Sec. 18687.

Bank and Corporstion Tax Lav. This change is not applicsble
to the BCTL.

ACT SEC. 6233 - AUTHORITY OF SECRETARY TO PRESCRIBE CLASS LIVES.
This section repeals the authority for the Secretary to establish
class lives. However, the Secretary would continue to be
reagpongible for atudying the actual experience of depreciable
assets and reporting the findings to Congress.

Pergonal Income Tax Law. This change (IRC Sec. 168) would
be incorporated into the PITL (Sec. 17261) by changing the
*gspecified date® for referencing provisions of federsl law.

Bank and Corporation Tax Law. This change (IRC Sec. 168}
would be incorporated intoc the BCTL (Sec. 23862) by changing
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the *gpeciflied date® for referencing provisions of federal
ilgw.

&CT SEC. &277 - BOL LIHITATIONS IH BAHHBUPTCY REORGARIZATIOHNS.
Thiz section provides thet the lismitations on HOL carryovers
provided in the 1986 Tex RHeforwm Act do not spply to & change in
the ovnership of 8 loss corporation that resulitse frow certsin
bankruptcy recrgsnizations or court procesdings.

Personel Income Tax Lsw. This changes is not applicable to
the PITL.

Bank snd Corporastion Tex Lesw. This change (noncode! would
be incorporasted into the BCTL by amending Sec. 24534.

ACT SEC. 6281 - APPRAISAL REQUIREMENT FOR CHARITABLE
COHNTRIBUTIONS. This section permits the Secretary of the
Treassury to waive the reguirement for an appraisal of property
¥ith 28 clalised value in excess of 85, BE6.

Personsl Incowe Tax Lsw. This change (noncode) would not be
incorporated into the PITL, asince the state relies upon the
federsl goverament with respect to these appraisals.

Bank snd Corporstion Tau Law. This change {(noncode) would
not be incorporated into the PITL, since the state relies
upon the federal government with respect to these
appraisals.

AUT SEC, 6282 ~ DISTRIBUTIOHS BY COOPERATIVE HOUSING
ASSOCIATIOHNS. This section provides that no gain or loss shall
pe recognized by a cooperative housing associstion upon the
distribution of & dyvelling unit to s stockholder if it is in
exchange for the stockholder’s stock in the corporation and
gualifies for rollover of the gain by the stockholder.

Pergonal Income Tewx lLav. This change (IRC Bec. 216) would
be incorporated intoc the PITL {(Sec. 17281) by changing the
*specified date® for referencing provisions of federal lav.

Bank and Corporstion Tex Law. This change (IRC Bec. 2186)
would be incorporsted into the BCTL by smending Seoc. 24382,

ACT SEC. 383 - DISCHAHRGE OF CERTAIN DEBT HOT IHCLUDED TH BOOK
IHCOHBE. This section provides that boeok income shall not take
into sccount sny income resulting from the tranefer of stock by
the corporation to a2 creditor in satisfaction of its
indebtedness.

Pergonal Incoms Tay lLsw. This change is not spplicable to
the PITL.

Bank and Corporsticon Tax Law. This change (IRC SBec. 563
¥vould be incorporated into the BCTL (Sec. 23486 by changing
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the *specified date® for referencing provisions of federal
lmw.

FARILY SUPPORT ACT OF 19858

ACT BEC., 762 -~ RETHBURSTHENT ARRBAHGEHENTS TO AYOID 2% FLOOR.
This section coedifies the Treasury Reguletlone prescribed under
the Tax Heforw Act of 1986, relsting to third pariy
reisbursesents. The ®above-the-line® deduction ism allowed only
for expenses incurred under a reisbursesent asrrangemwent that
regulres the ewployee to substantiste covered expenses.

Personsl Incowme Tax lsv. This change {(IBL Sec. 62 would be
incorporeted into the PITL (Bec. 17872} by changing the
tPapecifled date® for referencing provisions of federal law.

Bank asnd Corporstion Tex Law. This change is not sppliceble
te the BOCTL.

ACT SEC. 783 - CHILD AED DEPEHDENT CARE CREDIT. This mection
reduces the eligibility age of the dependent frow 15 te 13,
regulres sxpenses to be reduced by the amount of any pavments by
the emwplover vhich sre enxcluded frowm the taxpsyer’s sdiusted
grosse incose, and reguires reporiing of the taxpasyver
identificetion nuwmber of persons or organizations providing carvre.

Personal Income Tax lLaw. These changes {(IRC Sec. 21, 129,
and 6189 would be incorporsted inteo the PITL {(Sec. 1783Z.6,
17131, end 18834) by changing the *specified date® for
referencing nrovisions of federsl law.

and Corporstion Tax lLew. These changes are not
icable to the BOTL.

f“"§
o
o

ACT SEC 784 - TAYPAYER IDENTIFICATION HUMBER OF DEPERDERTS.
section reduces the age reguirewment, from 5 to 2, for obtaini
taxpayver identificetion number of dependents and including it
the income tax return.

w
(S
i

n

Personsl Income Tex Law. Sec., 1893534 is smended to provide
that the taxpaver identificetion number ls not reguired to
be reported on state incows tax returns.

Bank snd Corporstion Tax lLaw. Thig change iz not applicsable
to the BCTL.

OTHER PROVISIONS OF THIS BILL

ARNUAL REPORT 7O LEGISLATUBE., This bill would sesend Sec. 19278
to change the due date of 2 reporit subsmitited annuaslly by the
Franchise Tax Board teo the Legislature, deltsiling changes made to
federasl incowme tex lavs during the preceding caslendsr yesar.
Yhenever the federsl changes are enacted after Septesber 15, the
due date of the report to the Legislsture would be changed from
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January 16 to 12¢ days sfter the federal lav has been signed by
the President of the United Stetes.

UNCODIFIED PROVISIONS OF FEDERAL LAW. This bill would awmend both
the Personal Incowme Tax end Bank and Corporstion Tax Lavs to
apecify thet uncodified preovisions in federal lavwse would apply
for state purposes to the extent that the underlying federal
provigions have been incorporsted into state lav by reference.
This change would apply to federal lavs enacted on or after

January 1, 1987 (Sec. 17824.35 and 238651.5)

CHANGES IHM RULES FOR ESTIHATED TaAX. This bill would asmend both
the Personsl Income Tax and Benk and Corporation Tex Laws to
specify that any changes relsting to payments of estimated tax
{including penalties for underpaysent) wvould not become effective
until vears beginning on or sfter Janusry 1 of the year following
enacteent. This change would avoid application of nev provisions
to estimated isx peymenits reguired to be made during the year of
enactment, thus avoiding retroactive aspplication to payments wmade
prior to the date of enactment (Sec. 17034 and 23058).

TAY CREDITS ALLOYWED TO REDUCE TEHTATIVE HINIHUM TAX. This bill
vould add the credits for research expenditures and clinical
tegting of orphan drugs to the list of credit=s that are allowed
to reduce the regular tax helov the tentative wminiwum tax (Sec.
17@39 and 2363& swmended).

EXPIBATION OF TAX CREDITS. This bill would amend state
provigions relating to the crediits for ressarch expenditures and
clinical testing of certain drugs {(orphan drug credit} to make
the federal sunset date not applicable. These provisions (8Sec.
17852, 12, 178657, 23609, and 23609.5) also contain a state sunset
date vhich does not expire until after the federal sunset date.

PERSUHAL EMEHMPTIONS. This bill would conform to federal law by
clarifying that personal exewption credits wmay not reduce the
regular tex beloy zero (Sec. 17839 awmended’. Also, personal
exewption credits would not be allowved to reduce the regulsr tax
belovw the tentative minimum tax (Sec. 17039 amended).

BEe CORPORATIONS. This bill would wmake numerocus changes in the
ruleg relating to corporations that have elected to be trested as
an *5 corporstion® for federsl purposes. The nev rules would
mpply to income years beginning on or after January 1, 1998 (Sec.
2388 mwmended).

Corporations guasliified to do business in California and making
¥8* elections for federsl purposes would have a nev requirement
to report that election to the Franchise Tex Board no later than
the last dete for making the federal election.

The provision that allows a federal *35 corporation® to elect to
be treated as 8 *C corporation® for state purposes would be
modified to allovy the election only to corporations that are
gualified to do business in Califormnia and only within the time
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frawmes established under federsl law. Previous elections by

nonguelified corporations would be revoked for incowe years
beginning on or after January 1, 1996.

Corporations that become quslified sfter waking a federal *&5*®
election could elect to be a *C¥ or report their *S" status
within tvo and one-half months after qualification. If a tiwmely
¥C® election is not made, the corporation will be treated as an
®5® corporation.

*S corporations® for state purposes which terminate their
election for federal or state purposes, or both, would be
required to notify the Franchisme Tax Board of such termination.

REGULATED IBVESTHENT COMPANIES. This bill would make exceptions
to federal law in order to clarify the applicetion of federal law
for state purposes. In general, regulated investwent cowmpanies
vould be taxed only upon their undistributed income, but not less
than the minimuw tax (Sec. 24412 amended).

REAL. ESTATE INVESTHENRT TRUSTS. This bill would make exceptions
to federal lav in order to clarify the applicetion of federal law
for state purposes. In general, real estate investment trusts
would be taxed only upon their undistributed income, but not less
than the miniwum tax (Sec. 24413 awended).

CHILD CARE CREDITS. This bill would increase the limitations on
tax creditse for employers, relating to child care facilities and
plang, and would wmake various technical awmendments (Sec.
17@52.17, 17852.18, 23617, and 23617.5 amended).

BISCELLANEQUS. This bill would make numerocus technical
corrections to the Personal Income Tax Lav and the Bank and
Corporation Tax Lavw (Sec. 17824.5, 17839, 17@41, 1i7852.9,

17@852. 11, 17@54.5, 17955, 17661.5, 17863, 17072, 17133, 17276,
17272, 17276, 175@4, 17586, 17515, 17565, 1757@, 17858, 18408.5,
18682, 20563, 23051.5, 23453, 23612, 2378iv, 23733, 23772, 23882,
23803, 24343, 24349.1, 24353.1, 24356.1, 24362, 24380, 24381,
24632, 24690, 24701-24707, 24833, 24994, 25107, 25561, 25954, and
Act. Sec. 1&3).

L
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DEFINITIONS AW SPECIAL RULES FOR
INVESTHENT TRX CREDIT

PEENDMENTS RELATED TO THE AMOUNT OF TH
[WNVESTHENT TAX CREDIT

RELATED LEGSEE AND LESSOR
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TECHNITR. ARENDMENTS - TAMRR ACT SECTIUNS 1880 - 2S5

PIT E

SECiee ¥ 1720
SECIE2 ¥ 17881
SECIAE ¥ 17281

SECIGZ ¥ 17201

Y 17281
NiR
®A
WA
SECI6Z ¥ 1785012

SECI6E Y 1755
SEC162 ¥ 18151
SECI62 ¥ 17601

SECipz Y 17838
N 17835

Lol

¥ {786c

Y 18155

SECibe ¥ 1BB85(a) (2)

WA

N/R

SEC1EC ¥ 17514
BECiee Y 17138

SECI6E Y 1823
REEND N 18162

coRe

IHSTR ALTION C BOTL SECTION

CoN
O

K/

K/G

N/R

Lo

N/R

Wk

K/
Con

e
K/R

cors

REPERL N 24375
FEPEAL. ¥ 24376
BEC162 Y 24343, 1

SeCiee ¥ 2368z (f)

Y 23830 (f}
W/d
1]
H/R
SECi62 ¥ 23689

SEC162 V 24688

SECIBE ¥ 24998

R/ADD Y 24388.1

SECIGE ¥ 23b18.5
W 2383

Y 23484

W/R

o446

R/A

24598. 3

gLise ¥ 261314a) (&)

¥ 24998.5

H/Q

WR
SECIBE Y 24307

SECIRE ¥ 24918
N/

HDDITIOA. LOMiENTS

REASDRAB. £ CERTRINTY TEST
fopUICABLE DATE

LIBITATION OM DEPRECIATION OW CERTAIN
PROPERTY USED FOR PERSOMAL PURPOSES

ELECTION TO EXPENSE DEPRECIABLE BUSINZ::
ASEETS

IMVESTMENT CREDIT BRSIS ADJUGTHENTS
GENERAL BUSIMESS CREDIT ORDERING RAES
RESERRCH CREDIT

RESEARCH CREDIT LIMITATION ON
INDIVIDUALS

PAYMENTS FOR THE USE OF PROPERTY OR
SERVICES

DEPRECIATION RECAPTURE
TRADEWARK AND TRADE NAME
LOW-INCOWE RENTAL HOUSING CREDIT

DENIES CORRYBACK OF LOW INCOME HOUSING
CREDIT 7O YEARS BEFORE 1967

DEFINITION OF REBULAR TAX FOR
ALTERNATIVE MINIMUM TAX

FERCHANT WARINE COPITAL CONSTRUCTION
FURD

COMNFURMING AMENDMENTS DUE TO REPEAL OF
CAPITAL BAINS PREFERENTIAL TREATMENT

CLERICAL AMEWDHENT TO WITHHOLDING
ALLOWANCE CALCULATIONS

LIKITATION Ox CRPITA LOSSES OF
NONCORPORATE TRXPRYERS

WITHHOLDINE OF TAX ON DISPOSITIONS OF Uf
RERL. PROPERTY INTERESTS (FIRPTA)

CONFORMING AMEWDMENTS TO THE REPERL O
THE RLTERMATIVE TRY OM CORPORATE CAPITAL
BAINS

CONFORMING RMENDRENTS TO THE REPERL OF
ALTERMATIVE TAX RATE FOR CORPORATE
CRPITAL GRAINS

IRCENTIVE STOCK DPTIONS (1SD)

INCOME FROM DISCHARGE OF FRARM
INDEBTEDNESE

DISCHARGE OF FARM INDEBTEDMESS

CAPITAL GAIN TRERTMENT FOR SALES OF
DAIRY CATTLE UMNDER WILK TERMINATION
PROGRAA
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TECHNICAL AMENDMENTS - TARRA ACT SECTIOND 1801 - 20
ACT e PITORTF CORF COR C
3EC IRC SECTION PARA INSTR ACTION O FITe SECTION INGTR ACTION € BOTL SECTION ALZITI0N COMMENTS
084 (0 1254la) 91 CON  SECI6Z ¥ 165, G0N SECi6Z Y 24998 RECAPTURE OF MINING EXPLORRTION Z/Iai:
UPON SALE OF INTEREST IN THE PROPERTY
1665 (2) 469 2230 CON  GECI62 Y 17561 CON  SELI6R Y 24692 PASSIVE LOSS RULES
1885 () 163 548 CON  SEC16Z ¥ 17281 CON  SECIbZ ¥ 24344 INTEREST EXPENSE LIMITATION
1885 () 163 #ACTS v ADD 7R N/f Y 24344 PERSONA. TNTEREST EXPENSE
1885 () (15) 7872(0) S43 CON  RDD Y 18180 CON  SEC162 ¥ 24993 TREATMENT F LORMS WITH BELON WARKET
INTEREST ~ GIFT LOANS
1896 ia) 15 708 Mk N/ Mo N 23151 CORPORATE TR RATE
1886 (b) 854 5197 N/A N/R CON  SECI6Z Y 24412 LIKITATIONS APPLICABLE TC DIVIDENDS
RECEIVED FROM REBULATED INVESTMENT
CORPANY
1686 (c) 1659 898 N/ N/A CON  SECI62 Y 24966 EXTRAORDINARY DIVIDENDS
1086 (d) 382 1678 N/A ¥ 1732 CON  SECIGE Y 24592 LINITATIONG ON MOL'S AND CTHER
CARRYFORWARDS
1996 (d) 382 #CTs N/ Y 17321 CON  AMEND N 24592
1685 (&) W16 838 N/A Y 1731 CON  SECIE Y 24451 DISTRIBUTIONS OF PROPERTY - BASIS
W1le) 838 N/R Y 17321 CON  SECIBE Y 4451 SPECIAL RULE FOR HOLDING PERIOD GF
APPRECIATED PROPERTY DISTRIBUTED 10
CORPORATION -
1086 (o) 33 855 N/A ¥ 173E1 COh  SECIGE ¥ 24Si BASIS IN CORPORATE LIGUIDATIONS
1686 () 337 BES /& ¢ 17321 COA  SECI6E Y 2451 DISTRIBJTIONS TC TR) EXEWPT CORPORATICA
D REGILATORY AUTHORITY T0 PREVENT
CIRCUMVENT 10N
1605 (e} 334 858 N/ ¥ i7i COv  SECIGE ¥ 24304 BASIS OF PAREN, CORPORATION IN PROPERTY
OF 8% OWNED LIGUIDATING SUBSIDIARY
1066 (e) 13 5186 N/R ¥ 17381 N GECI6Z Y 2451 CLEANP OF REFEA OF GERA. UTILITIES
.
1886 () 386 835 /R Y 1T, CON  REPEAL Y 43S TWPACT OF REPERL 0 BENERAL UTILITIES
LE ON DISTRIBLTIONS OF PARTNERSHIS AA
TRUST IAT
1896 (o) 4538 235 CON  SECI6Z Y 1755 CON  GECLGZ Y 24667 INSTALLMENT WETHOD OF ACCOUNTING -
CERTAIN LIGUIDATING DISTRIBUTIONS BY §
CORPORAT I0KS
1086 (o) 27 BES CON  SECI6Z Y 17201 N SECI6Z Y 24427 LIQUIDATIONS - RELATED PARTY RULES
1086 (e} %7 B15 N/A N 17024.5(0] (9) CON  SEC162 Y 24561 REORGAANIZATIONS - TRANSFERS TO FOREISN
CORPORAT IONS
1866 (e) 1248 985 CON  SECIbZ Y 1813 CON  SECIZ Y 24998 BAIN FROR DISTRIBUTIONS OF STOCK IN
CERTAIN FOREIGN CORPORATIONS
196 (&) 1283 5257 CON  SECI6E Y 1815 CON  SECI62 Y 24498 HOLDING PERIOD OF PROPERTY - REPEAL OF
BENERAL UTILITIES RULE
341 5187 N/A Y 1732 N/A N/R CLERNP OF REPEAL OF GEXERFL UTILITIES
a1 835 W/R ¥ 17321 CON  SEC1B2 Y 2446: DISTRIBUTIONS NOT IN COMPLETE
LIGUIDATION
1886 (e) 381 (b: 838 /A ¥ 1751 CON  SECI6R ¥ 2A4SI CORPORATE DISTRIBUTIONS - PROPERTY

DISTRIBUTED 7O SHOREROLDERS
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TECHNICAL AMENDHENTS - TAMRA ACT SECTIONS 1881 - 2@

FIY

PhRs INSTR ACTI0K

N/R
935 M/d
3281 W/A

wia NR

5277 WA

1835 MR

998 K/A

893

4735

2380

682
b

K/t
N/E
4825 W/w

W/f
Wik

4938 N/

4858 N/R

4835 N/R

4865 N/R

&35 WA

-
.

)
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Y

¥

¥

oy
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PiTe SECTION

17887.5
17887.5

17887.5

KR

{531, 1883%

17145

(17143

17143
17748

17748

1774¢
17742

K/A

K/R

N/R

N/f
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INSTR ACTION C BOTL &C
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g8 8

g 88

g 8
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g

SO L

DL Y 245
SECi62 ¥ 23889
SeCie2 ¥ 23811

SECloc ¥ 23680

SEC162 Y 2388

SECIiGE ¥ 23882

AMEND N 245313

SECi6E Y o4966.2

W/a

RECND Y 24b67

ADD
AMEND
m

K 24l6.
K 24363
SECier ¥ 2é4ic
SECIGZ ¥ 2441l
SECIBZ Y 2é4ic

SEC162
SeLib2
SEC162

Y 24412
Y 26417
Y 24413

SECIGE Y 24413
SECL6E Y 24413
BECI6E ¥ 24413

SECIe2 Y 24870

SECI62 ¥ 26878

k 24871

SECI62 Y 24878

N 84355, 3

W 26916 (g (2}

s

i AU

Rl 1T iR COMRENT 2

TAX DR BUILT-IN GRIKS OF 5 CORPORATIONE
TRX THPOSED BN PASIIVE INVESTMERT
TG (F CORP HAVING SUBCHAPTER C
ERRWINGS OVER 25%

PRSS-THAU OF ITEMS T0 SHAREHGLIERS

S CORPORATIONG - ELECTION, REVOCATION,
TERMINGT TN

DISTRIBUTION OF RAPPRECIATED FROPERTY BN
5 CORPORATIONS

TRANSITIONAL RUAES FOR RECOBNITION OF
GAIN OR LOSS DN LIGUIDATING SALES AND
DISTRIBUTIONS.

QLOCRTION OF PURCHRST PRICE IN CERTALK
SALES OF ABSETS

INFORMATION RETURNS - CERTRIN ASSET
ALLOCATIONS

INSTALLMENT OBLIGATION AND RELATED PARTY
SHLES

AMORTIZABLE BOAD PREMIUN
AMORTIZABLE BOMD PRIFIUZ

CRUSS-REFERENCE UPDATE AMD TRABS CHANGES
DIVIDENDS PRID BY REB..ATEL INVESTEER
COMPPNIES

TAKATION OF BEGULRTZD INVEETHERT
COMPARIES

QUALTFICATION FOR REGULATEL INVESTMENT
COMPOMY STATUS

QUELIFICATION AND TRXATION OF Rowe
ESTATE INVESTMENT TRUSTS

DISTRIBUTIONS BY REAL ESTRTE INVESTRER™
TRUSTS

TAX ON FORCLOSURE INCOME OF REAL ESTATE
HORTGRGE TMUESTRENT CONDUTTS

GUALIFICATION AS A REAL ESTATE MORTBRGE
IRVESTRENT CONDULT

PROHIBITED TRANSACTIONS AND RETURKS OF
REM. ESTATE MORTGABE INVESTMENT CONIGITS

TRY ON CONTRIBUTIONS TO RER. ESTATE
MORTBAGE INVESTMENT CONILITS MADE AFTER
STRRTUP DAY
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TECHNICAL AMENDMERTS ~ TAMRR ACT SECTIONS 189 - 288C

PiT P

o

geCiez v

BECIB2 ¥

SECi6E Y

SECi6e ¥

SECibz ¥

SECieE ¥

SECI6E Y

RHEND Y

RHEND N

SECIBE Y

SeCi6e ¥

SECibe Y

SECiBE Y

K
SECi62 ¥
SEC16E ¥

g e

v ey = ey -y
Bomer il W o Faal Oﬂuitaﬁ

N/A

WA

L

EnpaT
OGS

17828.5
T4

18151

181E:
18151

1886

17862

1785
17863

1728
17281
17281
17651
17681
17681

N/R
N/R

CoRz
INSTR

CoN
LM

CON
N/R
£on

el

Lok

K/

N/R
/R
H/R

N/
K/A
WA
KA

L0

CoN
N/R

Core C

CTik ©OBOTL SELTION

SEC16Z ¥ 24BTQ
SECIEE ¥ 24870

SECIE2 ¥ 24413
N/a

SECI62 ¥ 23845.5

Siolsl v e4413

SECieE Y 24990

SECI6Z Y 245998

SEC162 ¥ 24990
H/R

SELIE2 Y 23480

g
SETLT
St dbo 7

SEC162 ¥ 234l
SECi6S ¥ Z34B0
tOikd ¥ 23408

KA
N/R
Y 23618.5
SECIRZ Y 23452

K 26364
N 24365
N 4423
W 23731
BeCibe Y 24831
SECi6C Y 24831

8eC16E Y 2368
N 25561
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Tax N RERIC WITH TRI-EXEMPT RESIDUAL
IMTEREST HIRDER

TAYATION OF REAL ESTATE WORTGRGE
INVESTHMENT CONDUITS

REAL ESTATE WORTGABE INVESTMENT CONDUITE

TREATHENT OF ORIGINAL ISSUE DISCOUNT O
TRY-EXEHPT GBLIGRTIONS

OTHER DEFIMITIONS QMD SPECIAL RLES
TREATHENT OF AMOUNTS RECEIVED ON
FETIREMENT O SALE DR EXCHANGE OF DEBT
INGTRUMENTS

INTEREST INFO REPURTING REQUIREMENTE FOF
RERILs

ALTERNATIVE BINIMUR TAX ~ DRGANIZATION
SUBJECT TO UB] AND EXEMPTION FOR
SEPARATE RETURNS

BLTERNATIVE RIKIMUM TBY CHANGES

DENY PERSONA. EXEMPTION CREDIT RGRINST
TEXTATIVE HINIM TRX

MINIM TRY PROVISIONS - TRX PREFERENCE
ITERE

DENIA. OF CERTAIN LOSSES FOR ALTERNATIVE
HINIMG® TR

BInIMie TAY DROVISIORS - LOSS
LIRITRATIONS AND FOREISN TRY CREDLT

BEMERAL BUSINESE CREDIT
PRIOR YEAR MINIMLM TRX CREDIT CLRRIFIED
PRIOR YERR WINIMUM TAY CREDIT

CREDIT FUR PRIDR YEAR HINIMU® THY
LIRBILITY

CIRCULATION EXPEMDITURES

RESEARCH AND EXPERIMENTAL EXPENDITURES
CAPITAL EXPEMDITURES

UNRELATED BUSIMESS INCOME TRX
DEVELOPMENT EXPENDITURES

DEDUCTION BND RECAPTURE OF CERTRIN
BINING CYPLORATION EXPENDITURES

TREATHENT OF § TERWINRTION YEAR

%gimmms REGUIRED TO PAY ESTIMATED
2]
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TECHNIZAL AMENDMERTS - TAMRR ACT SECTIONS 1881 - 2005

o1~ F‘

AoTIdn O OPITL SeCTiln

K/R

17824.5(h}

H/A
N 17838
SeLibz Y 17382
BeC162 ¥ 17351
Selibe v 1735:

BMEND Y 17362
Y 17558

SECI6E ¥ 17280
SECI62 Y 17551

SECi6C ¥ 1728

REEND Y 17671

AMERS Y 1755L.2

SECieZ ¥ 17831

ABEND Y 17500

AHEND Y 17560

K/k

SECI6D Y 17276
SEC1E2 Y (7081

Y 1755

CORE  COR: C

INSTR ACTION C BOTL SECTION
H/R N/R

LT N/R

N/A ¥ 23151

K/a N 2383t

oOn BELLGE Y Chblm

N/x
N/R

k/A

CON
N/

K/6

SEC162 ¥ 2468!
SELioZ ¥ zable

PHEND Y 2454
SECL6C Y 24652

SECLGE ¥ C44d2.3

SEC162 ¥ 24673.2

K 24348
N/R

PMEND Y 24635.5

SECLGE ¥ 284l
N/R

Y Zhobl

RDOTT 0. Tiwiziic

EARNED INCOME CREDIT

NONRESIDENT ALIEN SPECIAL RULES
IMPOSITION OF TAX ON CORPDRATIONS
DEFINITION OF REBULAR TRX
LIMITATIGN O Ut OF CRan #ETni.
GIL fWD BHS TRAX SHELTERS

LIRITATION DN DEDUCTIONS ¢
FRAMINE EXPENSES

ur u~ﬁ h*\

KETHOD OF QUJ&NTIPS FOR CORPORATIONS
ENGAGED IN F

UNIFORM CAPITRLITRTION RRES

LONG-TER® CONTRACT LOOK-BACK RULES
SIMPLIFIED

BAD DEBTS RESERVE

BAD DEBTS, LOSSES AND BAINS WITH RESPECT
T0 SECURITIES HELD BY FINANCIAL
INSTITUTION

TAXABLE YEARS OF COMMON TRUST FLRDE
PERSONAL SERVICE CORPORATION

TAX YERRS OF PARTNERSHIP AND &
CORPORATIONS

PROPORTIONATE DISALLOWANCE RULE (PRICS
T0 REPERL BY 87 REVENJE ACT

IRGTALLMENT HMETHOD

INSTA L MENT METHOD FOR DERLERS IN
PERGONA_ PROPERTY

PORTNERSGHIF COMPUTATIONS
LIBITATIONG (v ASSESSHENT AND COLLECTIO-

LARGE BAMM EXCEPTION TD RESERVES FOR
LOSSES ON LOANS OF BANKS

EXPEMSES AND INTEREST RELATING TC
TRI-ELEMET INCORE OF FINANCIAL
INSTITUTIONS

SPECIAL RUCES RELATING TC CORPORATE
PREFERENCE ITEMS

NET OPERATING LOSS DEDUCTION

DEPUSITOR LOSSES FROM INSDLVENT
FINRRCIAL INSTITUTIONS

GEMERRL. RULE FOR TRXABLE YEAR OF
INCLUSION
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TECANICA. PMENDMENTS - TAMRR ACT SECTIONS 189 - 2025

ACT CCh PIT PIT P (oA CoRe C

SEC IRC SECTION PRRG INSTR GTION C FIT. SECTION INSTR ACTION C BCT. SECTION FDDITi0 COMMER =

1089 () 451 CON  SECIB2 Y {7551 CON  GECI162 Y 2461

1816 (&) 581 (g) 3888 N/A N/R WA N/R TAY EXEMPT ORGANIZATIONS PROVIDING
COMERCIAL-TYPE INSURANCE

1818 (f) 563 3535 WA N/R N/R N/R INSURANCE COMPANY GROSS INCOME

1811 (a) 2194g) 480 CON  SECIG2 ¥ 17131 N/f /& IRA DEDUCTION LINIT - MRRRIED “1.7%°
SEPARATE RETURNS

1811 (b) 485 1512 CON  SEC162 Y 17581 N/ N/R IR RULES MODIFIED

1811 (b 6693 4738 CON  AMEND N 1B6B..3 N Kk INFORMATION RETURNS FOR NDNDEDUCT1Bic
IRR CONTRIBUTIONS

1811 (o) &3 1578 CON SEC162 Y 17501 N/R N/A ELECTIVE DEFERRAL RULES UNDER CRSH OR
DEFERRED ARRANGEMENTS (CODAs)

1811 () It 1218 CON  SEC162 Y 17581 ©ON/B N/A BUALTFICATION OF PENSION PLANS

1811 (o) SQ1(ci (18 3875 N/A /B CON  AMEND N 237815 PENSION TRUST FUNDED BY EMPLOYES
CONTRIBUTIONS

1811 (o) 42 CON SECIEZ Y 17581 N/B /G

1811 (&) 504 1660 CON  SECIG2 Y 175€% N/ N/R DEDUCTIONS FOR PLAN CONTRIBUTIONS

1811 (d) 415 1428 CON  SECIAC ¥ 1758: N/R N/R MODIFY LIKITS ON BEMNEFITS AAD
CONTRIBUTIONS TO BUALIFIED PLANS

1811 (e} &5 1353 CON  SECI6E Y 1755: K/ KR CLARIFICATION OF RULES FOR DEFERREL
COMPENGATION PLANS OF STATE AND LOCOL
BOVERMMENTS

1811 (F) 408 CON  SECieR ¥ 1755% K/ N/A

1811 (g 41 CON  SECL6Z Y 17551 N/H N/A

1911 (h} 487 1225 N/R 17504 N/ SANCTIONG ON PENSION PLANS FOR FRILURE
T0 GATISFY COVERAGE OR S8-4@ RULES

1811 (h) 418 1215 CON  GECLBZ ¥ 1758 N6 NE HINIMUM COVERRGE REGUIREMENTS FOR
EMPLOYERS WHOSE EMPLOVEES ARE ALL HIGHL
COMPENSATED

1011 (hi 413 1228 CON  SECIEE ¥ 1798 N/b /A COVERRGE REQUIREMENTS FOR COOLECTIVELY
BARGAINED PLANS (F PROFESSIONAC
EMPLOYEES

1811 (h 481 CON  SECI62 Y 1754 H/A N/R

1811 42 CON  SECIER Y 17591 N/B /R

1811 (h) 414 CON  SEC6Z ¥ 17581 /A /R

1811 (i) 414 1435 CON  SECI6Z Y 17581 N/A N/R LIMITATION ON CONTRIBUTIONS AND BENEFIT
OF PENSION PLANS

1811 (j) 14 1458 CON  SEC162 Y 17581 N/R N/ DEFINITIONS AMD SPECIAL RULES

1811 () 416 1455 CON  SEC162 Y 17501 N/f N/R T0P HERVY PLANS - DEFINITION OF KEY
EMPLOYEE

1811 (j) 483 CON  SECI62 Y 17501 N/A N/R

1811 o 481 CON  SECI6Z Y 1758 K/A N/

1811 (1) w1 CON  SECLR2 Y 1758 N/A /B

igtl (a} 483 COM  SECIb2 Y 17081 K/ K/a
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TECHRICAL RMENDMENTS - TRMRA ACT SECTIONS 188 - 28S

AT w7 pIT F COR? CORP C

skl IRC SECTION PARA IRoTR ACTION © PITL SECTION INSTR ACTION C BITL SECTION ADLTTI0n. COMAENTS

i@ilfdal 4& 1295 CON  SECL62 Y 17581 H/R H/R TRERTHENT OF LUMS-5U DISTRIBUTIONS AKD
ROLLOVERS

161 1A1a) 488 1318 CON  SECIG2 Y 175B1 N/a K/R ROLLOVER FROM QUALIFIED PLAN INTO
CONDUIT IRA BY 5% WNER

HOSHIG) 7 129¢ COK D/C Y 1788 N/R K/ BASIS RECOVERY RULES FOR EMPLOVIE
CONTRIBUTIONS TO DEFINEL BENEFIT PLANC

ig11aib 414 1283 N SEC162 Y 17581 W N/ BASIS RECOVERY RULES FOR EWPLOVEE
CONTRIBUTIONS TO A DEFINED BENEFIT PLAN

ST 480 a1ed Cov SECiBe ¥ 17080 h/H 24bls EMPLOYEES OF FOREIBM AFFILIRTES

18114} 487 aig4 DN SECIB2 Y 17501 W/R ' 2461 CERTAIN EMPLOYEES OF DOMESTIC
SUBSIDIARIES EWGASED IN BUSINESS OUTSID:
TE U.S.

181180} 482 COWN AMEND Y 170584 - WA LT

1911Rb: & COx  SECIbZ Y 17581 R/h N/&

i#11al eb S0B6 N/R - N 1783 N/g N 23836 DEFIRITION OF REGULAR TRX

18LiRlc 12 1365 COW  SECIRZ Y 17081, 17885 W/h N/R EARLY WITHDRAWAL PENALTIES AND
LIMITATIONS OW TRERTHENT OF TAX FAVOREL
BRVINGS

181 104d) 482 CON RMEND Y 17084 k/A H/R

181iALe) 484 Sies COx SECIGE ¥ L7581 COh BECIGZ Y 24681 LIMITATIONG On DEDUCTIONS WMERE
COMBINATION OF DEFINED CONT PLAN AND
DEFINED BEMEFIT PLOK

1811alg) 691 1345 N/R Y 17738 N/F WA INCOME IN RESPECT OF DECEDENTS

i81ihlg 5618 2585 N/R W/ N/ H/h INFORMATION RETURN BY EXECUTOR REQUIRED
FOR IWCREASE IN FEDERA. ESTRTE TAX

18114} ic Lo~ SECIBL ¥ 17888 K& H/f {ORNS TREATED AS DISTRIBUTIONS

1811840 7e CON  SECi6Z Y 17881 Con BECIBC Y 24272.2 ANNUITY CONTRACTS

fe1indy LN 1282 £Ox BECIeC ¥ 1758: K/ N/A PROFIT SHARING PLANS

1811al}) 4“9 Cow  Szlipe ¥ 1754, N/ N/f

18114k 49 COh SECIGE Y 17581 WA N/f

1811R e} TIeLL ) 3459 Cw  SECIGC YV 17510 LI K/h FEDERRL. THRIFT SAVINGS FUAD

iB11Bla) i2% 1825 CON SECIGZ ¥ 17131 N/A LI DEPENDENT CARE ASSISTAKIE

18118{a) 414 3131 W SECIRZ Y 17388 N/a /R DEFINITIONS OND SPECIAL RULES RELATING
TO EMPLOYEE BEMEFIT PROVISIONS

1&11B{a) 8 1685 C  SECI6z Y 17881 W/R WA NOMDISCRIMINATION RULES FOR EMPLOYEE
BEMEFIT PROVISIONS

1811B(a) 125 1818 OOk BECIHE Y 17131 N/G W/h CAFETERIR PLANS

181184a) 6652 1735 W/ H 18683 WG K 23933 PENALTY FOR FAILURE T0 FILE CERTAIN
INFORMATION RETURKS

1@118{a) icd 1885 OOk SECLBR Y 17130 KA R/A BROUP LEGAL SERVICES PLANS

18118{a) 127 1795 CON BECIG2 Y 17131 N/R N/R EDUCATIONAL ASSISTANCE PROGRAMZ

igi1n(al 1% 1796 oW BECIGZ ¥ 17130 K/R /R STATUTORY FRINGE BENEFITS
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T EXHIBIT B
TECHNICA. MMENDMERTS - TRMRA ACT SECTIONS 1801 - 28¢5

50T Los BT 5T R CORE DORE L

SEC IRC SECTION PARA INSTR ACTION C PITL SECTION INSTR ACTION C BCTL SECTION ADDITIONAL COMMENTS

1811B(a) 565 5157 WA N/A CON  SECL62 Y 23785 ADDITIONA. REGUIREMENTS TO BE MET BY
581 e} {9}, (17)or (20) CRGANIZATIONS

18118(a) 117 1798 CON SECI62 Y 17131 N N/R GUALTFIED TUITION REDUCTIONS

18118(b) 162 (a) 515 CON  SEC162 Y 17281 CON  SEC162 Y 24343 rg&p& INSURANCE COSTS OF SELF-EMPLOVE

1811B{c) 6851 45 N/A U.1.C. N/R We DEPENDENT CARE ASSISTANCE PAYMENTS

DIV. & FEPORTABLE ON FURM W-2

1811B(c) 153 OO SEDiEly T hir it LIEITRTION OF EXDoLiiie

18118(d) 119 1668 CON  SECIAE Y 17131 N/A N/ LODGING FURNISHED BY EDUCATIONAC
INSTITUTIONS TO EMPLOYEES

1811B(e) 7781(a)(28) 5459 CON  REPEAL N 17827 N/R N/R DEFINITION OF EMPLOYEE (soved to

: 17828, 12)

1811Bie} TI811a) (28} OOk ADD Y 1780812 CON  ADD Y 23845.6 DEFINITION OF EMpoDYEE

1B11B{F) 134 1838 CON  SECibE Y 1715 KA N/G K1 ITARY FRINGE BENEFITS

1811B1g) 469 1580 CON  SECI6Z Y 17581 K/ N/A QUALIFICATIONS FOR TAX CRETIT ESOP

18118 () &84 (k) 1645 N/ Y 17581 N/ N 24603 DEDUCTION FOR DIVIDENDS DN EMPLOVEF
STOCK HELD BY ESOF

18118h) i3 1648 CON  SECL62 Y 1713 N/R N/R ESOE LOANS ]

1811B(h) 852 5196 CON SECIRE Y 17145 CON  SECIGE Y P44l2 TRIGTION OF REGUATED INVESTMENT
COMPANIZS AND TrELF ShSACHO.DERS

181181 49 Clw  SECL6Z Y 1759 N/ /R

18118()) 491 1588 CON  SECI6E Y 17591 N/R N/ ES0P DIVERSIFICATION

18118k 491 CON  SECIGE Y 1750, /A /R

1817 {aa) 7852 4705 N/R N/G NG N TR TREATIES

1812 (aa) 6712 4785 N/ N/F NR K/ PENALTY IMPOSCD 7O FRI_URE TO DISCLOSH
TREATY BRSED RETURN POSITIONS

1812 (aa) 6115 §785 N/R N/& N/R N/R RENJWBER CODE SECTION €14 70 6115

1812 {aa) b1l4 4723 N/R N/ N/ N/ REQUIREMENT T0 DISCLOSE TRAX TREATY BASE
RETURN POSITIONS

1812 (h) 4846 5127 CON SECIER Y 1750 CON SECIER Y 24681 DEBUCTION FOR CERTRIN FOREIBN DEFERRED
COMPENSATION PLANS

1812 (bb) 551 oBE N/R N/E N/R N/R FOREIGN PERSONA. HDLDING COMPANY INCOME
TAXED TO U.S. SHAREHOLDERS

1812 (bh) 33 8BS N/A N/F N/B N/R CERTAIN STOCK PURCHASES TREATED RS ASSE
ACOUISITIONS

1812 (bb) 6183 4795 N/R N 19282 N/R N 26451 DISCLOSURE OF TAX RETURN INFORMATION T(
FOREIGN GOVERNMENTS

1812 (bb) 552 2818 N/ N/G N/R N/A DEFINITION OF FOREIGN PERSONAL HOLDING
COsDonY

1812 (i) b4b £768 N/ N/R K/ N/ RETURNS AS TO ORG OR REORS OF FOREIGN
CORF AND AS TG ACGUISITION OF THEIR
STOCH

1812 () 981 2828 N/A N/R NE /R TRAES OF FOREIGN COUNTRIES ARG OF

POSSESSIONS OF THE UNITED STRTES
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{@784/85
Ehnaps. D
TECHRICAL AMENDMENTS -~ TAHMRA ACT SECTIONS 180 - 285

AT {ou TOEIT OF CORF CORE C

Erae TRC SECTilh PARA IRSTR ACTION C RITL SECTION INSTR ACTION [ BOTL SECTION A0DITIONA. COmEnTs

igie (o} H83E 3218 N/A W/R N/G W/R SPeCIAL TRY PROVISIONS FOR U.5. PERSOR

1812 (p} 1291 §25 WA LY W/a W 24595 PASSIVE FOBEIGH IWVESTHENT COBMPONIES -
NNOURLIFIED FLBES

1812 (g 1287 945 N/A N/R N/R N 24993 PHSSTVE FOREIGN INVESTMENT COMPRNY -
ATTRIBUTION OF STOCK OWMNERSHIFE

igic 155 835 W/R hik K/R b 24555 PRESINE FOREISh INVERTHeRT COMANG -
SHAREHOLDER 1HODME

181z (p® 1248 93¢ W/R K {7804, 5(0Y(5) CON SECIRR ¥ 24992 DASSTVE FORTTER INUZOTMENT COMDIT o7
15 ALSD A CONTROLLED FOREIGN CORPORAT I

1812 {(p) 1246 5059 N/R W 17804, 5(0) (5) CON  SECi6Z ¥ 24996 GAIN (N FORCIGK INVESTEENT COMPONY STOC

i8iz (p 1294 946 W/R W/A N/R N 249495 PASGIVE FOREIBM INVESTHENT COMPONY -

’ EYTENSION OF TIME YO PAY CERTAIN TRXES

1812 (gl 12495 838 N/R Nk N/R M 24595 POSSIVE FOREIGN INVESTMENT COMPONY

18i2 ip) 12% 32¢ N/R W/G W/R N 24595 PRESIVE FOREIBK INVESTMENT COMPONY

i8i2 (o} eb 85 K/G K {7855 K/h N 23836 DEFINITION OF REGULAR TAY WODIFIED TO
EXCLUDE BRANCH PROFITS Thx

18i2 {s} 1445 858 COK MMEND v 1887 N/R W/A KITHHOLDING ON FOREIGN PARTNERS® SHARE
OF EFFECTIVELY COMECTED INCOME

1812 is) 640: G487 K/A K/E N/R N/R REGUNTS TRERTEL RS OVERPRYMENTS

181z (&) 893 J818 Ok SECIED ¥ 1714 K/# K/G COMDENSATION OF EMPLOVEES OF FOREIBN
GOVERMRENTS OF INTERNATIONAL
ORGANIZATIONG

1812 (v} 888 4178 CW BECiGe Y 17878 COh SECLBe ¥ £a995 FOREIGN CURRENCY TRANSRCTIONE

1812 (y) To T4 5458 N/& N/G 1A W/E TAL TREATHENT OF BESIDENTS OF U.S.
POSSESSIONS

1813 183 379 N/G W17142 N/R N c4l7e TRI-EXEMPT BOMIC

1913 {a) 25 3738 W/6 N/R N/R H/h SUNSET DATES FOR MORTBABGE CREDIT
CERTIFICATES (BCCs)

1813 (a) 4f 5817 N/& N/R K/f K/G SPECTAL RULES FOR GENERA. BUSINESS
CREDIT

1813 {al 7478 T478 N/H N/& H/R LT DECLARATORY JUDBEBENTS RELRTING TC
STOTUS (F CERTAIN GOVERNMENTAL
OBLIGATIONE

1814 {a} 672 o508 Chw SECIRZ Y 17731 H/R H/R GRONTOR RETAINED INTEREST TRUSTS

1814 (2} 675 2588 Cw BECIez Y 17731 Wik N/l ADMINISTRATIVE POWERS - BORROMING OF
TRIST FLBES

1814 (a) 674 oo LN SECIB2 Y 17731 W/R W/h POMER TO CONTROL BEMEFICIAL ENJOVEENT

1814 b 673 o585 COn  SECIGZ ¥ 17731 N/A H/R VALUATION OF GRANTOR'S REVERSIOMARY
INTEREST

1814 {c} 6b4 #ACTe 2529 Uk SECIGZ ¥ 1755L.5 K/B R/R BENEFICIARIES OF TRUSTS WHICK CHAMBED T
f CALENDGR YEAR

1814 (4} 643 2318 O SECibe Y 17731 N/A H/R HATIPLE TRUSTS

{814 6634 2315 /A B 18682(ny N/h N/R ESTIMATED TRX PRYMENTS BY PRIVATE

FOURDATIONS @D CHARITABLE TRUSTS



Eiriz.: &

TEC-hICA. MMENDMENTS - TAMAR ACT SECTIONS 168l - 280

Ch BB E iRt L% L
IRC SECTION FARS INSTR ACTION T PITL SELTION INGTR ACTION T BOT. SECTION ADDITIONA. COMENTS
1014 (e) 6103 5384 N/A N 19282 N/A N 26451 DISCLOSURE OF INFORMATION TO PERSOR
HAVING MATERIAL INTEREST
1814 (e) L) 418 CON  SECI62 Y 17841(g)  N/A /A COORDINATION OF KIDDIE TAX WITH THE
TRIATION OF CERTAIN SALES OF TRUST
PROPERTY
1914 (e) 5 433 TOn BETISI Y 1TR63 N/R GECISZ Y 23480 UNERRNED INCOME OF WINGF CHILD SUBT
TO ALTERNATIVE MINIMM TAX AT PARENT'S
ANT RATE
1815 ° 7R 4TI EEIT Y I8 N NDKINEE BEPOSTIND 89 PATTNEREC
CLARIFIED
1815 () b6S3 4718 CON  AMEND N 18684 CON  AMEND N 25934 NEGLIGENCE AND FRAUD PENALTIES MODIFIED
1815 (b} GBI (S) 4718 N/A N 18410.5 N/R N/R NESLIBENCE 07 FRAUD PENALTIES
COORDINATED WITH ELECTION TO FILE JOINT
RETURN
1815 () 668l §718 OO AMERD N 18663 CON  AMEND N 2599lc EXTENDS_INTEREST PERIOD FOR CRLCLATING
INTEREST ON NEGLIGENCE AND FRAUD
PENALTIES
1815 () Bb61 MACTE 4720 N/f ¥ 18664, 4 N/E ¥ 25934, 4 PENALTY FOR SUBSTANTIAL UNDERSRYMEN, OF
TRX CLARIFIED TG B= 25-
1815 () 662l 5428 COh  GECI6Z ¥ 19263 N N 259! DETERMINATION OF RATE OF INTERZST
6845 4TS¢ TOh MMEND N 1880%.: NIE N/A RETURNS OF BROKERS
604 N Y I8ELE N N 25486 INFORMAT 10N RETURNS - REAL ESTRTE
TRANSACTIONS
1915 () bese 4775 N/ N 1880%.° K/ N INFORMATION REPORTINE OW FEDERAL
BOVERNMENT CONTRAZTS
1815 (@) 6676 W7 MR NL1BBEL.E WA NA INFORMATION REPORTING - FRILURE TG
SUFF_Y TIN BY DIVIDEND AND ROYALTY PAYE:
815 (h BiZ4 715 NiA Y 1866: ki N 255¢: ESTIMATED Thi OF PRIVATE FOUNDATIONS AN
CERTAIN TRY EXEMPT ORGANIZATIZN:
WIS () 7e3 4855 N/, NES N/A K2l RWARDING OF COURT COSTS AND CERTAIN FEE:
BY TAX COURT
1015 (k) 7447 4882 N/A N7F NE N/F RETIRED PAY OF TAX COUST JUDGE:
1915 (1 7685 5455 N7 N 18565.7 N/F N/F SPECIAL PROCEDURES FGR THIRD-FAR 1
SUMMONSES
1015 (5 b2il 469 N/R R e NE N 25662 STATUTE OF LIKITATION
1915 () GAB4 5489 N/R N 19131 N/A N 2580: ABATEMERTS
1815 () b33 5404 N/A N/R N/ N/A PROPERTY EXEWPT FROM LEVY
1815 () 681l 5372 N/A N 18493 N/f N/A BENERAL REQUIREMENT OF RETURN,
STATEMENT, OR LIST
1815 (m 281 5398 N/A N 1868 N/A N/ CERTAIN REFUNDABLE CREDITS TC BE
ASSESSED UNDER DEF ICIENCY
PROCEDURES
6211 5391 N/A N 185501 N/F 25662, § CERTAIN REFUNDABLE CREDITS TO BE
ASSESSED UNDER DEFICIENCY PROCEDURES
1815 (1) 6213 5353 N/f N iB534 NiF N 25667 PETITION TC TA) COURT

1815 {5 6323 5399 N/6 KA h/k K/f NOTICE OF LIEN ON PERSONAL PROPERTY
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EXHIBIT B
TECHHICAL AMENDMENTS - TRAMRR ACT SECTIONS 1881 - 2885
(e PIT pIT P cop CORP C
IRC SECTION PARR INSTR ACTION C PITL SECTION INSTR ACTION © BCTL SECTION ADDITIONAL COeBENTS
3483 W/R W/R N/A N/ EFFECT (F HIBORING LEVY
3413 WA K 18831 H/R N 26251 COLLECTION OFTER COMENLDENT OF
JUDICIfL. PROCEEDINES
3855 WA N/f (W GECL62 Y 23781y TR-EXBPT TITLE WOLDING CORPORATIONS
WA N/R W/ SECIeE ¥ 23733
588 WA N/A N/R N/f NEPERL OF SECTION 1688 OF THE REFURM ACT
RELATING TO 4 TRAMSITION RULE FUR
CONTRIBUTIONG
3413 WA N/R /A N/R REFUKD (N FUELS WOT USED FOR TAXABLE
PURPOSES
Seiy WA N 17833.7 N/ N 2362l TARGETED JOBS CREDIT
3421 WA N/A LIE N/ PENALTY FOR FRILURE TO BIVE WRITTEN
NOTICE TO CERTRIN SELLERS (F DIESEL FUEL
Sh34 N/R N/R K/A N/R FRILURE 70 OBEY SUMMINS
W18 N/A M/R K/ N/R CREDIT FOR CERTAIN USES OF GROOLINE A
SPECIAL FUELS
3412 WA N/g N/R N/ REFURDS OF GASOLINE USED FOR CERTAIN
PURPOSES
5452 N/A N/f N/R N/R SERVICE OF SUMBNG
5453 N/R N/ N/ N/ ENFORCEMENT (F SUMM(BE
3454 N/A Nif N/ /R TIEE OND PLACE OF EXRRINATION IH SUMMBE
PROCEED NG
3455 NG N 18586.7 N/B WA SPECIAL DROCEDURES FOR THIRD-PARTY
SUMMONSES
343 A N/f N/A N/R FEES AND COSTS FOR SUMMDMGED WITRESSES
416 W/R N/ WA N/ LIRITATION 0N CREDIT OR REFUND
3038 COM  SECI62 Y 17881, 17685 W/B N/ CERTAIN PROCEEDS OF ENDOMENT RMD LIFE
INSURRNCE CONTRALTS
5121 M SEC162 ¥ 17381 LW SEC162 ¥ 24681 DEDCTION FOR COMTRIBUTIONG OF @M
EMPLOYER TO A BMPLOVEES TRUST
5135 CW =162 ¥ 17381 R SEC162 Y 24681 TREOTHENT OF FUNDED WELFRIE BOEFIT
5134 COM SECi62 Y 17581 N/B NA DEFIMITIONG AND SPECIAL MAES FOR
PURPLEES OF MINIME SURVIVOR RBITY
RERITREENTS
1134 ¥/8 ¥ 17281 N/G Y €4349.3 ACRS TRI-EXEMPT ENTITY LERSDHE REES
CLARIFIED
567 (N SEC1G2 Y 18431 (W GECI6S Y 24998 [EFINITIOE R SPECIA. HAES - HARET
DISCONT BOKDS
B4g W/R  SECI62 ¥ 17321 W BECI6C Y 24484 EFFECT OF DISTRIBUTION OF GPDRELIATED
PROPERTY (i CORPURATE EPRMINGS RN
PROFITS
Bg@ N/B GECIeZ Y LTR1 COW SECI62 Y 2485 NINRECOBNITION OF SAIN OR LOSS 1O

361

CORPORRTIONG
TREATHERT OF DISTRIBUTIONS
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EXHIBIT B
TECHNICAL MoENDRENTS - TAMRA ACT SECTIONS 1881 - 2685
PIT P Com  Comp C
PARA INSTR ACTION C PITL SECTION INSTR ACTION C BCTL SECTION ADDITIONA. COESENTS
SECiRE ¥ 17328 CON AMEND M 24541 BASIS TO DISTRIBUTEES
SECi6e ¥ 17321 LHY H 24533 DISTRIBUTION OF STOCK A SETARITIES OF
f CONTROLLED CORPORRTION
SECi62 ¥ 17328 CoW SECi62 Y 24311 BAIM ORt LOSS RECOGMIZED (B PROPERTY
DISTRIBUTED I COMPLETE LIGUIDATION
SeCie2 ¥ 17321 COM SECie2 ¥ 2448l TAKABILITY (F CORPORATION O
DISTRIBUTION
SECI62 ¥ 17321 O REEMD N 24521 TRANSFER TO CONTROLLED COSPORATIONS
SECI6Z ¥ 17281 N/B H/f BIEDEN PRRACHITE POVENTS
SeCig2 ¥ 17321 COW GECIGR Y 24319 CERTRIN STOCK PRUCHASES TREATED £S A5
ACOUISITIONG
SECI62 ¥ 17351 N/ NC DESIGNATED SETTLEMENT FLMDS - YEAR OF
DEDUCTION
N 17826, 5 (11 /R H/A DEFINITION OF RESIDENT ALIEN AD
NOWRESIDENT ALIER
SECI6Z ¥ 17551 N/f NG TRANSFERS BETVEEN SPOLSES OR INCIDEMT 1
DIVORCE
N 178245 (B)  N/A N/B TRANSFERS TO FORMER SPOUSE WHD IS A
NONRESIDENT ALIEN RRE TRXABLE EVEWTS
N 18586.56 N/A LT PERIOD OF LIKITATIONS FOR MRKING
ASSESSAENTS
N 183686.6 N/ KA ADDITIONN ADRINISTRRTIVE PROVISIGNS
FELATING TO PARTHERSHIPS
N 17@25.5(b) (5) COM  SECIeZ Y 24998 GRIN 0N FOREIGH TNVESTVENT COMPRNY STUL
M 17145 COn SECIB2 Y c44il TAXATION OF FEBULATED IMVESTHENT
COBPONIES B0 THEIR SHAREMRIERS
SECibe ¥ 1757 Cow  ZECIB2 ¥ 23689.5 ORPHAN DRUB CREDIT
N/f (oW SECi62 Y 23833 5 CORFORATION DEFINED
SECibe ¥ 18151 G SECIGR Y 24994 TRY THEATEONT OF STRIPPED BOMDS
SECieE ¥ 17281 (W END N 245k DEFINITIOE RELATDE T0 CORPORRTE
REDRBANI ZATIOE
2Lk ¥ 17581 W GECI6Z Y 24681 @A IFIED ASSEY BUCOMT
LIRITATION O¥ ADITIDG VO ACCONT
SECieE ¥ 17381 N/B K/A DEFIRITION A@ SPECIA MLES FOR TRY
SHELTERED ReSRJITIES
L6 ¥ 17581 MR NG LIAITATIONS (M BEMEFITS AMD CONTRIBUTIC
UKDER GURLIFIED PLANS
N 18842 K/A R/A SALES OF ST0CM 70 ES50P 0B CERTAIN
COOPERATIVES
SECIB2 ¥ 17131 K/A N/g CAFETERIR PLIBE
SeCiB2 ¥ 17131 NG L] CONTRIBUTIONS BY EMIAOVER TO RCCIDENT
AR HEALTH PLANS
SECi6e ¥ 17541 H/A N/f TAXABILITY F BEMEFICIARY F EMPLOVEES!

3119 Oy

TRUST
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18/84/85
EXHIBIT B
TECHNICA. AHENDVENTS - TRMRA AT SECTIONS 1881 - 2885
Cod PIY PIT B e Lo C
IRC SECTION DORA IMSTR ACTION C PITL SECTION INSTR ACTION C BOTL SECTION ADDITINE. COoe
igig (& 488 5ie5 U SECI6Z Y 17381 R/G H/B INDIVIDUE RETIREENT ALCOATS
1816 L) 489 1618 UM SECiG Y 17581 Hif H/R GUNLTFICATIORE FOR TRY CREDIT BWPLOVER
STOCK GRERSHIP MLAE
igig ) 411 5128 COK  SECle2 ¥ 17581 H/f MR BIMIME VESTING STHOMDS
1@l & i 315% WA WA WG BECIGZ ¥ 23TR LNRELATED BUSTRESS TANABLE INODME
1618 {u} . o @95 DN SECie2 Y 17281 COW  SECIG2 ¥ 24349.1 FECPAPTURE OF EXCESS DEPRECIATION Ok
LISTED PROGERTY
1618 {u 1877 Geeb CON SECIB2 Y 18151 COW  GECiGZ Y 24998 DEFERMA. OF [WTEREST DEDUCTION ALLOCABLI
TO ALCRED WRRGET DISCOUMY
1818 (u 6851 5383 WA H/# N/ N/ FECEIDTS FOR EMPADVEES (W-2)
1818 (u {64 864 N/C N 17824.5(b) (13 N/A H/A GEMERATION SHIPOING TRANGFER TRY
1818 (u} 1276 Scb3 LW SECIG2 Y 18151 O SeCibe v 24998 DISPOSITION GAIN REPRESENTING QCTRUED
BARAET DIGCOLWT TRERTED A5 (RDINARY
[HCE
1918 {u) 7872 C46B LW ADD Y (8188 Clw SECL62 ¥ 24993 TREATHENT (F LUPMS WITH BELOW-WARKET
INTEREST RATES
1818 (u} 7611 3457 WG N/R N/f N8 RESTRICTIONS ON CHURCH THY IMBUIRIES (a8
EXPIERTIE
1818 {u 7518 G447 WA HIB h/R W/R TAE IMCENTIVES RELOTIME TD HERCHANT
MARIRE CPPITAL CONETRUCTION FUNDS
1818 ful 181b So6b (W SECis2 Y 18831 N/B N 24916 ADJUSTIENTS 7O BABIS
1818 {ul Bl 3156 N/A N/ N/ 823781 TRI-EXE9T CORPORRTIONG
1218 (ul 1296 STh WA N/ H/f N/ PRSSIVE FUOREIEN INVESTHENT COMPANY
1B18 G 77830} 3ab2 [ SELIGZ Y 17821.3 H/8 N/ DETERMINATION OF MARITAL STATUS
1818 {u) boh2 1755 Wik N 18683 N/R K 23933 SAMCTIONS (M WELFARE BEMEFIT FUDS
1818 (w 857 88 O Selled ¥ 17748 OO SECIG2 ¥ 24413 TAIATIN F 0 ESTHTE INVESTHENT
TRUGTS D THEIR BEWEFICIARIES
(818 (u} 433 Gis4 K/C AREMD Y 1TO6B ML GREMD Y 246hT DEFINITION OF RELOTED PERSIN FOR
INSTRLLMENT BRE PUIRPDEES
1818 tu 65114F) 3416 N/8 H 19853 Hin W 26873 STATUTE OF LIRITATION O CLAIN FOR
FEFIAD DR CREDIT FOR THY G PRIVATE
FOLNDATIOE
(218 5655 #LTE 728 H/A N/R CON HEND N O2E9SLE ESTIMATED TRY DPENALTIES WAIVED
819 5553 78 WA Kb CON  RMEND N 25954 ESTIMRTED TR PEMRLTY
4w 5654 #ALTe  44c COR  END Y 14682.5 WA N/A AAIVER (F ESTIBATED TAX PEMALTIES
ceal (ol 5% 4525 W/R Mg N/ K/ ENVIRRGENTAL TR THPOSED BY SURERFUD
REVEME ACT F 1986 DOES WIT APRLY TO
RIC DR REIT
2het o S6{F} {218 5822 N/ WA H/B N/A ADSUSTRENTS IH COPUTING ALTERATIVE
RINIMM TRXABLE INCOME
268l (d) balb 4488 W/R N/f NG W/ LERMINE UHDERGROAD STORREE TRW TRIST
FlaD 18X
28t (g 8421 4488 N/R H/R 5/6 N/G LER NG | MIERGROLMD STORRGE TOM( THIAT

FlBd TRL
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EXHIBIT B
TECHNICH MEENCMENTS - THHRR OCT SECTIOMS jeel - 2885
oW PIT PIT B o LR ©
TRC SECTION DoRA INSTR ACTION O PITL SECTION INSTR ACTION C BOTL SECTION RIDITIONA C
4488 WA K/f W/ W/t LERLING U
P 78X
3863 WA N/R N/R R/E Ta QXE%@? S?Qﬁﬁ
5863 COH GECIGE Y 17281 N SECIBE ¥ 24244 DEFINITION OF IMTEREST MO SPECIAL B
o822 UM SECIE2 Y L7862 /G Y Q348 %s?ﬂﬁ% @“ ms@@ HESINE INTERE
THE ALTERERTIE BINIRY
2T WL AR Y 17568 WO REEMD Y 24867
2298 WL MEND Y 17568 N/U END Y 24667
2278 OB SECISZ ¥ 17551 COW SECIbe Y 28637 TIERED STRUCTURE RAES BEILATIG 1O
ELECTION (¥ TAX YERR OTHER THN CALOMD
YERR
7 WA /A W/ /A LIBITATION O nealildTs PAID BY DERSTMEL
SERVICE CORPORATIONS 70 DMPLOVEE-DER
275 WL ABei3e 17SE RO ABRI3® 24637 FEGUIED POVEENTS FOR TAXDOVERS ELECTH
YEAR OTHER TWB Ol Ewi
1166 HAL N0 PUBLICLY TRADED PRATIERGHIPS TREATED &
CORPORATIONS
245 Ol SECI62 ¥ 17561 o GECIeg Y 24692 ?%ﬁii LSS Eﬁ% E%i'ﬁ@é & -
3668 WA N/R M/D SECIER Y 237E
9% /A SR Y 1732 COH BECIG2 ¥ 24431 REDEMDT NS %@3’?@ #5 ﬁigﬁiﬁfﬁﬁﬁ i
28 PERCENT LORPORR
818 H/C  SLie2 ¥ 17321 H/C N 24333 REMEE TR QUOIDGEE OX DISTRIETION OF
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Passive fActivity Losses and Credits
5 covporations, limits on =7 2A802 SR A5 g
Fast Service Pension Costs
Fmovtization of

-

4

17279 fE BO
Eh4EE. 3 FBOE

Penalties
Estimated tax, underpavmernt of 18 1Heds Ml BOZ
18 lasgs. S B g0
8 ke e p MR 8o
56 EE951. 39 AR 802
E8 RS ) fap 48z
AR B8O
Fraud o neglioencs 18 18684 MR a0z
&7 Pk KA MR 8o
Interest on jRE) 186879 R B0
E7 HEHP0Lo ME BO
THES reports 18 18e81. 9 Ao
Opeyative date B 17054 HE SO
‘ &3 D305 AR B0E
Unreported compensat ion 18 iB681. & HE 648
41 UL 130529 P2 b e

Fensions zge Defervred Compensation
Pension Trusts, Voluntary Employvee = SRCNASR - R B e
Personal Service Corporations

Limrtations on amounts paid S A hh, D Mk B8O N
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Subject Page
Political Activities
Exempt organizations =5
=
z
30

Polilitical Contributions Credit
Normresidents and Fart-year

residernts 7
Principal Residence, Sale of

Exclusion of gain 10

Rzl lover of gain ie

Program Oreas - see Zones and Zoning
Public Benefit Corporations
Brticlies of incorporatiorn -

HAmendments to
Public Transportation
Fasses, public transit: tax coredit 5
=4
.-Q..._
Gualified Care Plan for Dependents -
see Dependents
Gualified Scholarships 10
_R..
Real Estate Investment Trusts
Deficiency dividends a1
Recycling, Tax Credits &
2
Refunds
Claims for 19
S8
Ofrfsets of Child, spousal or
family support pavyments 41
Regulated Investment Companies
Deticiency dividends 41
Reparation Payments, World HWar 2 10

Research Expenditures
Credit for — see CDredits

Ffax reduction for research expense I

Residential Rental bales Credit =]
Retirement Savings Deduction i1
Returns
Exenpt organizations, reporting =7
Group returng, ronresident pbres, 17

Fartrnerahips, reporting
regquirements 16
Ridesharing, Tax Credits

Rural Letter Carriers. RAuto Expenses |

~ i67 -

)
Wl

(I

£

{aw
Section

23701d
2E701r
2E704. 6
24559

IR

17055

17153
18044

S813.5

17154

B441%

17052, 14

S361E. 0

1241%9. 3
Hahlz
17156

24440
17061, 5
17E7E

mATVE

18408.5

17932

Bill

aR aoz

AR Boz

AR 80

AR 80z

B 80z

AR 802

AR 280z

SkO26e9

B 1463
HEOL463
AR 80z

B BOE

SR O4E2

AR 1308
AR 2042
AR 042
AR 1204
B 80z

AR 1910
MR B0OZ

B B0z

R 482

R 80z

ME 80F

B 802

BB BOE

AR 1463
AR 1463
AR 1463
R B0z

B2
89-Es
B89-25
89~

89—
89—

MNoves

CERS =
CERSE

8-z

By
B8Y-9
898

BY-g
B9

Nore

8925
Morne

B
BY -5
854

BY~E5

89-25
89—

8925
891z
831
BE-ie

B 20



Law
Subject Page Section Bill LG

S Corporations

Election, rules for &7 3801 SBp 354
AR so0s
NOL deduction =7 =380 SR 384
AE 802
Fassive activity laosses and
credits, limitations on =7 S E80H SRO354 89
5 Corporations—cont inued
Recaptuwre of LIFO amount =7 Z380& AR 802 8G--5
Sales and Use Tax Credit
DREAM corporation ] 23634 SRpo19 8915
Securities Acguisition Loan =8 4306 AR 8O R )
Sclar Energy Systems — Tax Credit 3 170520 4 Gpooaev 8913
3 170852, % SRoga7 B9--13
=4 23601, 5 L B9-13
Standard Deduction, Alternative
Minimum Tax & 17062 AR 80 B9~
Student Financial PAid
Tax information, disclosure of =0 19286, 9 SR 74 Novwe
Support of Child, Spouse, Family, Etc.
Of fset of tax refunds 41 GBC 12419.3 AR 1904 None
Farert locator service =0 192485, 1 AR 1280 None
Support, defined 39 CCk 708, 730 AR 13904 None

39 CCr 780,740 AR 1904 None
39 CCR 780,780 AR 1904 None

- T -
Tax Credits - see Credits
Tax Imposed
Life imswrance contracts 1 1702046 AR 80 825
o 3045 AR 8O3 B9-23
Mirnors, unearned income & 17041 ARBO 8925
Modified erdowment contracts 1 17080, 6 AR 8oz B85
R Z3045 fAp 80z 8925
Nuclear decommissioning costs 36 E4690 AR B8O2 89235
Tax Preparers, Registration of 390 B 89831.21~
4891, 42 B 861 Nore
Taxable Year, Same as Federal 15 17565 B 482 894
Taxes Paid to Gnother State 16 18001 -0Z AR 482 894
Tenants® Orpganizations
Cooperative housing corporations 31 Z4382 AR 802 89-25
Mobilehome parks Z6 23701V RE 8oz 89-a3
Third—Party Expense Reimbursements 9 17072.5 AR Bog e
Transportation
Fasses, public tramsit: tax oredit bl 17053 AR 1463 89-1Z
24 23605 AR L4658 89-18
Ridesharing: tax credits ) 5 17053 FBE 1463 89-1
& 17053301 AR 1463 89-12
R HEE0D AR 1463 89-18



Subject Page
Trusts
Irterest ir, transfer by corp. S
- i -
Unrelated Business Income
Fubilicly traded partnerships =7
Urrelated debbt-financed inoome =27
Unreported Compensation, Penalty 18
41
_v_
Vacation Pay
Hoocrual of 14
35
36
Duspense acoount “
)
Vanpools, Employee ~ Tax Credit (=
Volurntary Employees? Pension Trusts &€
...u.._
Haste Control and Disposal
Tax Uredits 4
&5
Water’s Edge Election &7
Withdrawals, Corporations =3
Withholding, Payments to Foreign
Partners 149
_Z..
Zones and Zoning
Erterprisse Zones - -
Desigration of 4
EZligible areas defined 41
Gang related activities 41
41
Frogeam & -
Eligible ar che ¥ 1red 41
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INTRODUCTION

This report is a summary, in section rnumber order, of changes to
the Personal Income Tax Law (BITL) ernacted by the Legislature in
AE 128 (Ch. 83— 1, and chaptered on (Date), for the pur-—

pase of more closely conforming state law (and the 1388 indivdual
income tax forms) to federal law. See Summary of 13988 Legislatior,
dated December 1, 1988, for other law changes affectirng the 1988
individual income tax returris.

The Franchise Tax Board completed its design of income tax forms

arndg related irnstructions prior to the enactment, on November 10,
1288, of the federal Technical and Miscellarnsous Revenues Act of 1988
LTAMRAT (P.L. 100-647), wnich made numerous changes to the federal
imcome tax laws. These forms and instructions correctly reflected
California Personal Income Tax Law which, with specified exceptions,
15 conformed to the Internal Revernue Cooge as of Jaruary 1, 1987.
Exceptions which existed price to TAMRA are correctly reflected in
these forms and instructions.

Givce California law closely follows federal law and the individual
income tax forms begin with feoeral adjusted gross income, the 1788
state forms and instructions were impacted by the late federal
changes, as new differences between state and federal law were in-
traduced which were not reflected in the instructionms for the 1988
tax formns.,

AR 128 amends the Califorrmia Personal Income Tax bLaw to conform to
those federal TAMRA changes which have the greatest impact upon the
13988 individual 1vnecome tax forms and instructions. Ivi additron,
thiis Dill adopts, by reference, the amendments to IRC Section 170
(relating to the defirvition of cnaritable deductions) made by Sec—
ticr 10711 of the Revernus Qct 1987 (P.lL. 100-203). See PITL Section
17241 (a) 1n the Section—By-Section Summary of this report.

The substantive charnpes to the PITL 1n A8 128 are applicable only to
taxable years begilrning iv 19848, Some of the rnonsubstantive techni-
cal changes, included i1n this bill, are applicable tao tanable years
pEgivming in 1987, Tne operative dates for each section (or subdi-
vision tnerecf) are shown in the summary report.

A Legisiative Cnange Report (LC 839-1), piving a brief description of
the changes made by HB 138, follows the Secticn—-By-—-Section summary.

For a copy of HB 128 (one copy will be furnished free), contact:

l.egisiative Bill Room
State Capitol, Room B-32
Sacramento, LA 35814
(F16) 4452323




SECTIONS RDDED AND AMENDED
Personal Income Tax Law

Sectiorn

Gerneral Provisiorns and Definmitions

17072 5 (a) Reimbursed Expenses of Employees
() Jury Duty Pay Remitted to Employer

Definitions of Gross Income, Hdiusted Gross
Income, Taxable lncome, Etc.

17076 () S-Percent Floor on Miscellaneous
Itemized Deductions
() Disallowarice of Indirect Deductions

Through Pass-~Thru Entity

17134 Certain Fringe Bernefits — Exclusions:s
(a) fipplicable to UOfficers, Etc.
(D) Air Cargo Emnployees

17151 (b Educational fAssistance Programs

17153 One-Time Exclusion of Gain from

Sale of Principal Residerce by
Individual Who Has Attained Age
55 ~ Out-0Of~Residernce Care

17154 fualified Scholarships -~ Special
Rules for Teaching and Research
Assistants

17157 Amounts Received Under ualified
Group Legal Service Plans

17158 Cafeteria Plans

17160 Interim Treatment of Certairn Anocunts

Fwarded to Christa MefAuliffe Fellows

Deaguctions

17241 (&) Charitaple Contributions Defirned
(D) Treatment of Amounts Paid to or for

the Berefit of Higner Education

17261 Capitalization and Inclusion in
Inventory Costs of Certain Expernses

17271 Disallowarnce of Certain Entertairnment,
Etc. Expenses

17273 Jury Duty Pay Remitted to Employer

17589 Rural Letter (Carriers’ Auto Expenses

Gaiv or Loss on RDispeosition of Property

18044 Rollover of Gain on Sale of Principal
Residerce
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SECTION-BY-SECTION SUMMARY
(AB 128, Stats. 1989, Ch. ¥

8C = Substantive Change
TC = Techwnical Change

PERSONAL INCOME TAX LOW

PIT IRC
SECTION SECTION : SUMMARY _OF CHANGE
General Provisions and Definitions
17072.5¢a) 62ia) REIMBURSED EXPENSES OF EMPLOYEES (TC) Subdivision
(New) (&) (R (a) conforms to provision added by Sectiorn 1001 (b)

(3) (1) of P.l. 100-€47 (TAMRA), providing that an
enployee wno 1 reimbursed for business expenses
incurred orn behalf of his or her employer is per-
mitted a business expense deduction repgardless of
whether the reimbursement is made by the employer
or by a third party. T the extent these reim-
bursements do not exceed the expenses incurved,
rieither the expenses rnor the reimbursements need be
reported on the employvee’s tax return where proper
accournting for the expenses is made by the emplayee
to the employer or third party providing the reim—
Bursenents. Uperative for taxable years begivnming
o or after January 1, 1987 and before Jarnuary 1,

19849,
17072.5¢(h) B<(a) JURY DUTY PAY REMITTED TO EMPLOYER (8C) Subdivi-—
{New) (L3, sicrn (b)) conforms to provisions added by Section
= 6007 (b)) of P.L. 100-647 (TAMRAY, providirng for arn

above-the-line deduction (computation of adjusted
gross income) for the amount of jJury duty pay sur-—
rendered by arn employee to an employver in return
for the employer’s compensation during the employ-—
ea’'s jury service periocd. Operative for taxable
years begirming orn ¢ after Jarnuary 1, 1988 and
before Jaruwary 1, 1989,

Definitions of Gross Income; Hdiusted Gross
Income, Taxable Income, Etc.

17076 (c) &7 (), 2—-PERCENT FLOOR ON MISCELLANEOUS ITEMIZED DEDUC-

(New) (), (F)  TIONS (850) Adds subdivision (@) conforming to
charnges made by Secticrm 1001(f) (1)-(3) of P.L.
100-647 (TEMRAY), which (1) provides that the two-
percent floor on miscellanecus itemized deductions
applies prior to application of the $3,000 limita-—
tior on certain deductions for congressional mem-
bers' away—from—home living expernses; (2) makes
~technical corrections to IRC Sectiorn &7(b) {(4)3 and
(3) provides that deductions under IRC Sections
B4 () [relating to items paid or permanently set




PLIT IRC
SECTION SECTION SuUMMARY OF CHANGE

aside for a charitable puwpaosel, 651 and 661 L[rela-
tinmg to certain amounts distributed by anm estate or
trustl, arnd deductions for costs paid or incurred
ivi cormection with the administration of an estate
or trust are treated as allowable in computing the
adjusted gross income of the estate or trust, and
are rot miscellanecus itemized deductions subject
te the two—-percent floor. Uperative for taxable
years begirming on o after January 1, 1987.

17076 (d) 67 (o) DISALLOWANCE OF INDIRECT DEDUCTIONS THROUGH PASS—
{MNew) THRU ENTITY (85C) Adds subdivision (d) delaying to
taxable years begivnming on o after Januwary 1,
1983, tne implementaticon of the two-percent floor
provision orn miscellanecus itemized deductions
passed through to individuals by mutual funds.

NOTE: - Paragraph (4) of IRDC Section &€7(c), relating
to the termination date of subsection (o), is not
applicable because of the drafting error in that
paragraph. ’

ltems Specitically Excluded from Gross Income

17134 (a) 1EEAM CERTAIN FRINGE BENEFITS — EXCLUSIONS APPLICABLE TO

(Mer (1) OFFICERS, ETC., ONLY IF NO DISCRIMINATION (50C)
Subdivision (&) conforms to federal law providing
that the exclusion of certain employees from any
frimge bernefit furnished by arn employer that quali-—
fies as a rno-additional-cost service, qualified
employese discount, or working conditicn frirnge
benefit in accordarnce with the nondiscrimination
rules of TRC Section 83h) [relating to excluded
emplovees under certain employvee bernefit plansl,
shall apply (formerly permissive). Operative for
four taxable years begirming or or after January 1,
1988 and before January 1, 193930,

17134 () L3S ) CERTAIN FRINGE BENEFITS — AIR CARGO EMPLOYEES (80)

{(pew) (8D Subdivision () conmfoarms to the federal expansion
of tne exclusion of fringe bernefits from gross in-—
come o include the fair market value of air trans-—
portation provided on & space available basis by
aiy cargo companies to their emplovees. UOperative
for taxable yvears bepirming on or after January 1.
1988 and before January 1, 1989,

17191 (b) L7 EDUCATIONAL ASSISTANCE PROGRAMS (SC) Adds supdi-

{New) vision (D) providing (1) that the exclusion of
certain employees from this berefit in accordance
with the rondiscorimination rules of IRC Section
839 I[relating to excluded employees under certain
employee benefit plansld, shall apply (formerly per-—
missive)y (&) the exclusion from tnis benefit of




PIT IRC
SECTION SECTION
17183 121 (et
(New) (9
17154 117 ()
(MNew)

17157 1204y,
{(MNew) (@)
17158 185
(New)

SUMMARY OF CHANGE

graduate level courses leading to advarnced academic
aor professiconal degrees; and (3) tao the extension
of this income exclusion benefit through December
31, 1386, Uperative for taxable years beginning

ar ar after Januwary 1, 1988 and before Jarnuary 1,
1389.

ONE-TIME EXCLUSION OF GRIN FROM SALE OF PRINCIPAL
RESIDENCE BY INDIVIDUAL WHO HAS ATTAIMED RGE 355 -
OuUT OF RESIDENCE CRRE (80C) Conforms to federal law
to 1nclude an individual, otherwise qualified for
this exclusion, whao lives iw his or her principal
residence at least one but less than three vears,
18 physically or mentally incapable of self-care,
and is confined to a licensed facility providing
care for that individual. Operative to any other—
wise gualified sale or excharnge of a principal
residence after September 30, 1388, in taxavble
yvears beginming aon or after January 1, 1288 and
before January 1, 13689,

QUALIFIED SCHOLARSHIPS —~ SPECIAL RULES FOR TERCH-
ING AND RESEARCH ASSISTANTS (86C) Ceomforms to fed-—
aral law praviding (1) that the exclusion of cer-
tain enployeses from this pbenefit 1n accordance withn
the nondisorimination rules of IRC Secticrn 890
trelating tao excluded emplovess under certaln em—
plover pernefit plansl, shall apply (formerly per-
missively and (Z) tuition reductions provided to
emnployees of educational institutions can be ex—
cluded from tne enployee’s pross 1ncome. Uperative
for taxable years beginning on or after Jarnuary i,
1388 and before January 1, 1989,

AMOUNTS RECEIVED UNDER GUALIFIED GROUP LEGAL
SERVICES PLANS (5C) Subdivision (a) conforms to
federal law providing that the exclusion of certain
emplovees from this benefit in accordance witn the
nondiscorimination rales of IRC Sectiorn 83<h) [re—
lating to excluded employees under certain employer
benefit plansld, shatl apply (formerly permissive).
Subdivision (b)) conforms to the externsion of this
income exclusion benefit through 19848, Subdivision
(a) is operative for taxable years beginning on or
after January 1, 1988 and before January 1, 1989,
Subdivision (b)) is operative for taxable yvears end-—
ing in 19848,

CAFETERIA BPLANS (5C) Adopts, by reference, changes
relating to (1) the definitions of "cafeteria plan”
and "qualified benefits’y (&) the sanctions for
failure to meet the "mondiscorimination” and "key

-emplayee concentration' testssy; (3) limits on highly

compensated employees’ electionsy and (4 "excluda-—
ble emplovees” as proviaided in IRC Section 83((h).



17160
{New)

17241 {(a)}
{Mew)

17241 (h)
(New)

17261
{New)

1704
(2 (D)

Y70 (m)

o
(i
I

SUMMARY OF CHANGE

Operative for taxable years begirming on or after
January 1, 1388 and before January 1, 1983.

INTERIM TREATMENT OF CERTAIN AMOUNTS QWARDED TO
CHRISTA McRULIFFE FELLOWS (G0 Conforms to TAMRA
RAct Sectiorn 6005, relating to interim treatment of
certain anounts awarded before Jaruary 1, 13990 to
Christa MoRuliffe Fellows. The amcount of such an
award received by a teacher and expended in accor-—
darice with the terwms of the award on an approved
school project is excludable from the gross inoome
of that teacher. Ary amount retained by or used
for the personal bernefit of the teacher, such as
for a sabbatical trip or as compernsation for ser-—
vices in cormection with the approved school prol-—-
ect, 1s irncludible in the teacher’s gross income.
Operative for taxable yvears begirming on or after
Jariwary 1, 13688 and before Jarnuary 1, 1989.

Deductions

CHARITABLE CONTRIBUTIONS DEFINED (TC) Subdivision
{a) adaopts Section 10711{(a) (1) of the Revenue RAct
of 1987 (P.ol. 100-203) which added "{(or in opposi-—
tiore tod " in reference to political campaigns of
candidates for public office, in the definition of
charitable contributions. Operative for taxable
vears beginming an or after Jarnuwary 1, 18987 and
before January 1, 13889,

TREATHMENT OF AMOUNTS PAID TO OR FOR THE BENEFIT OF
HIGHER EDUCATION (SC) Subdivision (b)) conforms to
federal law providing that a charitable deduction,
exclusive of arny amount included for the purchase
of tickets, is allowable for 80 percent of a con—
tribution to or For the bernefit of an institution
of higher education where the donor receives the
raight o purchase btickets to athletic events in the
institution’s athletic stadium. Uperative for tax—
aple years begilrming on o after January 1, 1388
(1984 for federal) and before Jarnuary 1, 1398%9.

CAPITALIZATION AND 1INCLUSION IN INVENTORY COSTS OF
CERTAIN EXPENSES (5C) Adopts TAMRA technical
changes and the modifications to the required "cap—
italization of expenses" provisions relating to (1)
plants and pistachico treesy and (&) free lance
authors, photographers and artists. The technical
changes, adopted by subdivision (&), are applicable
to taxaple years begirming on or after January 1,
1987 and before Jarnuary 1, 1983. The modifications
to the UNICHP provisions, conformed to in subdivi-
sicon (b)y, apply to taxable years begirming on or
after Jarnuary 1, 1388 and before Jarnuary 1, 19893.




PIT IRC
SECTION SECTION SUMMAR

OF CHANGE

= 17271 274 DISALLOWANCE OF CERTAIN ENTERTAINMENT, ETC. EXPEN-

%%% {New) 8ES (S0 Adopts TAMRA technical changes made to
subsections (h)y, (K}, and (m)y and the addition to
subsection (v (&) of subparagraphs (E) [relating to
the irnclusicorn of emplaover paid or reimbursed moving
expernses in the emploveese’s gross incomel arnd (F)
Irelating to the furnishing of meals to workers on
certain oil or gas platforms and drilling rigsd.
The technical chanpes, adopted by subdivision (a3,
are applicable to taxable years begivming on or
after Jarnuary 1, 13987 and before January 1, 1983,
The “"meal” provisions, conformed to in subdivision
{(b), apply to taxable years beginmming on or after
Jarnuary 1, 1988 and before January 1, 1989.

e

't
A
oy
e’

o

17273 i JURY DUTY PAY REMITTED TO EMPLOYER (8C) See Jury

{(New) Duty Pay in PIT Section 17072, above. Operative
for taxable years begivrmirng on or after Jamuary 1,
1988 and before January 1, 1989.

17289 e RURAL LETTER CARRIERS! AUTO EXPENSES (8CY Adopts

(New! federal rnoncode language (Ssction G008 of Pl
100647y providivng that ruwral maill carrisvs can
claim automobile expenses at 1590 percent of the
standard mileage rate applicable to obther taxpayers
who use their auwbtomobiles in a Irade o bhusinessy
i.@., for taxable years beginning on o after Janu-
ary 1, 1388 and before Jarwary 1, 1289, all bhusi-
ness use mileage by ruwral mail carriers mey e oome
puted at the rate of 3& cermts (150% of 24 cents)
per mile for the Ffiret 135,000 miles of business use
of an automobile that is rnot Ffully depreciated and
1l cents per mile for each mile thereafter. This
special computaticrnal method may rnot be used 1f the
rural mail carrier claims a depreciation deduoticon
for the vehicle for any tax year begivning after
December 31, 1387, Operative for taxable years be-
givming on o after Janusry 1, 1988 and before
Jaruary 1, 19849,

Gain or Loss on Disposition of Property

18044 1034 () ROLLOVER OF GAIN ON SALE OF PRINCIPAL RESIDENCE

(New! (8C) Adopts TAMRA chanpge sxpanding the "rollover
of gain” provisions o permit & surviving spouse to
defer the gaivn from the sale of ths old residence
where one spouse has died after the sale of fthat
residence and before the ocoupancy of the replace-—
ment residence. Operative for tavaplie years Degin-
ning on or after Janmuary 1, 1988, and before
Jarnuary 1, 139849,
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LEGISLATIVE CHANGE NO. 89Y-1
ASSEMBLY BILL 128

%%% Authors Hiehs

Subgect: Conformity to Selected Provisions of TAMRA for 1988 PIT
Returns

Laws Affecting Franchise Tax Board: Sections 170725, 17076, 17134,
17181, 17183, 17154, 17157, 17158, 17160, 17241, 17261,
17274, 17872, 17273, 17z8%9, and 18044 of the Reverue and
Taxatiorn Code.

Date Filed with Secretary of State: April 14, 19879

Chapter Number: 83-3

SUMMARY
State income tax law 1s patterrned and clearly follows federal law.

Lurrent state income tax forms begin with federal adjusted gross income
and provide for making adjustments that are reguired in computing
taxable income for state purposes.

in early Movember, 1988, the Franchise Tax Hoard completed 1ts design
of most forms and instructions For individuals for tne 13988 taxable
year and submitted them to the Office of State Printing for reproduc-—
tiar. Those forms and instructions corvectly reflect Califormia law
which, with certain exceptions, 1s conformed to the Internal Revenue
Code as of January 1, 1387. Exceptions which existed pricr to Novem—
mber, 1388, are correctly reflected in those forms and instructions.

Ur November 10, 1988, the Mresident of thne United States signed the
Techrnical and Miscellaneous Revernue fAct of 1988 (TAMRA) , which made
rnumerous changes to the federal income tax law. These late federal
changes 1ntroduced new differences betweern state and federal law rnot
reflected in the 1988 forms and instructions.

This act amends state law to conform to those federal changes expected
to have the greatest impact upon state tax fForms and instructions foe
individuals. Urless conformed to, some taxpayers would inadvertevly
file incorrect returns and pay the wrong amount of tax.

The provisions of this act apply only to taxable years begirvwming priocoe
to Jarwary 1, 1989, with one exception. That orne excepticon, dealing
with the treatment of deducticwns relating to mutual funds, conforms to
the intent of federal law (which contains a drafting error) by delaying
the implementation of a 1386 Tax Reform Act charnge until January 1,
1990.

DESCRIPTION
Following 1s a descoription of the federal charnges related to sach pro—

vigiorn aof this act, together with arn explamation of the action taken by
this act. :




Deduction For Jury Duty Pay Remitted to Employver

Many employers continue the pay of employees who are called to jury
duty, out reguire the esmployees to tuwrrn over any fees (other than travel
reimbursement) received for Jury duty.

TAMREA amended federal law to allow anm above-the-line deduction (compu-
tation of adjusted gross income) for the amount of fees tuwrned over to
the employver (TAMRA Sec. 60073 IRC Becs. &2, 220, and 221), effective
as 1T included in the Tax Reform Aot of 1986 (January 1, 1387).

TAMKA alsc maoe technical amendments to the definition of adjusted
groes inoome (TAMRA YSec. 10013 IRC Sec. &2, effective as if incluaded
iv the Tax Reform Act of 139486 (Jarnuary 1, 13987).

This act conforms to the federal law change for taxable years Degilvming
i 1388, However, the techrnical amendments are effective for taxable
years peginming on or after Jarnwary 1, 1987, as they are for federal
purposes (R&TC Secs. 17072.5 anmd 17273).

Deducticorn of bBExpenses Relating to investmernt in Mutual Fund

Investors in mubual Ffunds receive dividends during the cowse of the
yvear and, after the close of the year, an informaticon vetuwrn disclaosing
the total amount of dividends paid.

The 1986 Tax Reform Act provided that mutual fund companies would
change the information returns to report gross income and certaln v
direct expenses separately so that the expernses would be allowed only
as i1temized deductiorns, subjgect to the rmew floor on miscellanecus de-
duct 1oms. Under that floor, tne total of ail miscellanecus deducticons
is limited to the portion of those deducticons which exceseds btwo percent
of adiusted gross Lnoomne.

The Revewnue Aot of 1387 (to which Califormia conformed) delaved imple—
mentation of the rnew limitation until January 1, 1988, because the
mutual fung companies convinced Congress that they were unable to
modify their accounting systems in btime to comply with the law.

TRAMRE intended to further delay implementaticorn until January 1, 1990,
but contained drafting errors which will reguire covrectlon at o a later
gate (TAMRA Sec. 4011; IRC Sec. &7).

THMikG alsc maoge technical amendments to the rules providing Ffor the two
percent floor on miscellaneous deductions (TAMRA Sec. 10013 IRC Sec.
&7y, effective as 1f irncluded in the Tax Reform Rot of 13986 (Jarvuary 1,
1987 .

This act conforms to federal law only for taxable years begivving in
13886, However, the techrnical amendments are effective For taxable
years begirming on or after January 1, 1987, as they are foor federal
purposes (R&TC Sec. 170760, :




Exctiusion of Fringe Bernefits for Alr Cargo Enplovees

Airvline enplovees are allowed to exclude from income the fair market
value of air transportation provided by their employer orn a BpRace
avalilable basis.

.

TRMRA expanded the exclusion availlable to airiine suployees o include
employees of ailr cargo companies (TAMRA Sec. 606653 IRC Sec 132y, effec-—
tive for transportation  furraished after December 31, 1387, in taxable
vears ending after that date.

TAMRA also made techrnical amendments to the rules relating to exclusion
of certaln fringe berefits (TAMKRA Sec., 1011R; IRC Sec. 132, effective
as 1t included irn tne Tax Reform Act of 1986 (not earlier than Janueoy
i, 13988).

ini1s act conforms to the federal law changes for taxable vears begin-
g 1n 1988 (R&EIC Sec. 171340,

Exciusicor of cmplover Provided cducaticonal Benefits

Emplaoyees wha recelve certain educational berefits from thelr employer
are allowed to exclude the value of those benefits from their gross

1 FIC e .

THAMRA externded the sunset dgate for exclusion of employver provided ecdu-
cational benefits through December 31, 1988, and modified the defina-
tion of educational assistance (TAMRA Sec. 40013 IRC Secs. 117 and
127y, effective for tarable years begirming after Decempesr 31, 1987,

TAMRA also made technical amendments to the rules relating to exclasion
of educational benefits (TEAMHOG bec. 1011Ry 1IRC Secs. 117 and 1277,
efrective as 1f includey in tne Tax Reform Act of 19588 (not earlisr
than January 1, 1988).

This act conforms to bthese federal law changes for taxanle years begirve
rireg 1 1988 (RETEC Hecs 17151 and 171547,

exclusion of Gain PFrog sale of Personal Residence (Uver Ane 55)

Persons over age 3 who sell theilr personal residence are allowed a
orme-time exclusion  from income for the amount of capital gain up to
L5, 000, in order to gualify Tor the exclusion, bthe taxpayver (and
spouse, 1T marvied) must have owned and used the property as their
privncipal resioence for at least three years during the five vears
preceding the date of sale.

THMRA modified thne vuales rvelating to use of the residence to treat as
meeting the use reguirement certain personsg who are absent from the
residence because they are physically or mentally incapable of self-
care (TAMRA Sec. 60113 IRC Beoc. 1213, effective for any sale or ex-
exchange after September 30, 1968, in taxable years ending after tnat
gate.

iThis act conforms to the federal law chanpge for taxable yeasrs oeginning
1988 (R&IU Sec. 17153).



Exelusion of EBEuplover Provided Groun cepgal Benefits

Emplovess who recelve certain group legal benefits from thelry emDloyer
are allowed tao excludge thne valus of those penefits from thelry gro
LYICOME.

THEMEG exterded the sunset date For exclusiorn of enplover provided group
tegal services trrough December 51, 1988, and wmodified the rules re
g to cateteria plans (TAMRA Seo. 40023 IRD Secs. 100 and 1285, e
tive for taxable vears ending after December 31, 1987,

TAaMER alec made techwnical amendmernts to the rules relating tao excla
of group regal services (THMEA Sec. 10G11E; IRD Secs. =
efrective as 1T 1rnocluded in the Tax Reform Got of 1986
than Jaruwary 1, 1988).

s act conforms to the federal law changes for taxable years enoing

17 1988 IKEGTC Secs. 17157 ang 17UEE).

prolusion Foy Amoodntes fearced to Ornvastie FMordull ffe Fellows

Unger the Covdstile Mosullffe Fellowship Program, the federal goveroment
awaros fellowships to outstanding teachers for development of innova-
tIVEe DEoRrans, consultation or assistance to obther sohool disbric
moce l teachivig programs, anod sabobaticals For study, rasearch, oo
academio 1Mprovemnent. e Lax treatment of These suwars W rend
tied Dy the Act establisniog this program: and nonscholsaorshlo awsrd
areg penerally included 1n the gross income of the yecipisnt.

%
g
i

TEMRA adoen a wew exclusion from gross income For fellowships awserd
Lo & Chea e Morulafie Fellow, as defined by the Higher reat Lo
of  186E (TAMRM Bec. &005), effective For amounts received before July
Ly 350, 1nm taxable yvears bhegirning befors that date.

T

Tmis act conforms to this federal law change for taxable years bhegine
viAvigy 1 1988 (KETD Seo., 171803,

Roliover {(beterval) of vairn on Sale of Peraonal Residence

Persons who seil theilr personal resigence are allowed bo defer report
ivig of the capital gain 17 they puwrehass ancother homse Toy
DYAMCLIDSal resigence within & period bhegianming Two years O
of thne olo residencs and englng two yvesers ather that date. Gain 1%
recognized ornty o the extent theat tne adjijusted sales Drioe sdiogsds he
cost of purchnasing the mew residence.

Lresde
afovye hthe salae

TEMAHA modified the rules relating to use of residence Dy oroviding that

ary othnerwlse gualifiled rollover will be allowsd v the onstanoe whers 8

married counle sells theiry personal residence, Dut one of
.

fore tne replacement home 1s cocupied (TEMRO Sec. £00Zy I
gffective foor sales and esxchanges after December 31, 1984, 10 taxabie
yaars encging after that date.

This act conforms to this Federal law change for taxable vears begire
riiviy i 1Es8 (R&GIC Seoc. 180449,




Deduction of Certain Contributicons to Instituticns of Higher BEducation

The Revernue Rct of 13987 modified the rules defining a charitable con-
tribution (TRA 87, Sec. 107113 IRD Sec. 170), effective for activities
ot or after December 23, 1987 (day after ernactment).

Whern a person makes & comtribution to a university or college, and re-—
ceives a right to purchase tickets to sporting events of that orgarniza—
tiary, cnly 80 percent of the amcunt contributed is allowed as a deduc—
ticr. If the contributor receives seating o tickets (rather than
rights), rno portion of the comtribution is deductible.

TAMRA modified these rules to provide that a deduction will be allowed
for 80 percent of the contribution, after reductionm for the value of
any seating or tickets provided at no additional charge (TAMRA Sec.
£001; IRC Bec 170), effective for taxable vears beginming after Decem-
ber 31, 1983, Federal law includes a waiver of the statute of limita-
tioms until MNovember 10, 1989 (one year after enactment).

This act conforms to this federal law change for taxable years begin-
nivg in 1988, but deoes rot waive the statute of limitations or pevrmit
amerndmernt of returns for years prioe tao 1988, The technical amendments
are effective for taxable years begivming on or after Janmuary 1, 13287,
as they are for federal purposes (RETC Seo., 17241).

Urmiform Capitalization Rules

In general, tne uniform capitalization rules require that certain ex-—
penses must be deducted ratably over several years, rather tharn de-
ducted ivn full in the year of tne expense.

TAMRA relaxed the rules relating to reguired capitalizationm of expern-—
ses relating to growers of pistachic trees, free lance authors, photo-
graphers, artists, and farm animals (TAMRA Sec. 60263 IRC Sec. 2Z63[A),
effective as if included irv the Tax Reform Aot of 1986 (January 1,
1987), except that the provision for farm animals does not apply to
costs incurred prior to January 1, 1989,

This act conforms to the Fegeral law change for taxable vears beginnming
i 1388, However, thne technical amendments are effective for taxable
years Dbegirnning on or after Jarnuary 1, 1987, as they are for federal
purposes (RETC Sec. 17261).

Deduction of Epplover Expenses For Meals

Meals provided by an employer are subject to a limitaticon which allows
geduction for only 80 percent of the actual expense.

THMRA added an exception to permit full deductiorn of the cost of meals
furnished by an employer to orew members of certain commercial vessels,
arnd workers on certain o1l or gas platforms and drilliing wigs (TAMRA
Sec. 6UGIE; IRC Sec. 874), effective for taxable years begivming after
December 31, 13987 for meals on platforms and drilling rigs, and taxable
years begirnnming after December 31, 1988, for meals provided to orew
memnbers of vessels.



THMKRA alsc made technical amendments relating to the disallowance of
certain expenses for conventions, meals, and luxuwry water travel (TAMRA
Sec. 10013 IRC Sec. 874), effective as if included in the Tax Reform
fAct of 1986 (Jarnuary 1, 1987).

This act conforms to the federal law change for taxable years begirming
in 1388. However, the technical amendments are effective for taxable
years begirming on or after Jarnuary 1, 1987, as they are for federal
purposes (R&TC Sec. 17271).

Peductigr of Rural Mail Carriers

Employvees whao use their personal autos for business purposes are per-
mitted to deduct & standard mileage rate (currently 24 cents per mile
for the first 15,000 miles) in lieu of actual expenses.

TAMRA modified the rules for deduction of avtomobile expenses to allow
rural mail carriers ta claim 150 percent of the standard mileage rate
applicable to octher persons (TAMRA Sec. 60083 uncodified), effective
for taxable years beginning after December 31, 1987.

This bill conforms to the federal act language for taxable yeara begirn—
riivig in 1988 (R&IC Sec 17&89).

This act will not result in any program changes for the department re-—
guiring a report to the Legislature pursuant to Section 11017.5 of the
Goverrment Code.
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Air Transportation of Cargo and Passengers

No—additional—cost service . « « &« ¢ = & o 5 = = = = 17134 {b)
fAmortization

Costs excepted from uniform capitalization rules. . 4 17261
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College Rthletic Events
Charitable contributions and tickets. « « « « « o & 4 17241 (b}
Congressional Members, fAway—-From—Home Livinn Expenses
2% floor on miscellarecus itemized deductions. . . 1 17076 ()
_D...
Deductions
Charitable contributions, athletic events . « . . . 4 17241 (b
Jury duty pay surrendered to employer o .« ¢« 4 s 4 s 1 17072.5{b)
) 5 17273
Miscellaneous itemized — 2% floor . .o & & « &« « o « 1 17076 (c)
Pass—thru entities. « ¢« ¢ ¢« o o &« o« s s x « = & a = 4 17076 (d)
Drilling Rigs, Meals for Employees . . . . . . .« . . S 17271




Sub ject Page Law Section

Educational fissistance Programs

Assistance pavyments « » s« « = « & = = 2 s s« & a &« = & 17151 (b
3 17154
Discrimination iri « « o o o =« s « 2 a a &« = & « = » = 17151 (b
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Curvent deduction for preproduction costsS. - « « 4 17261
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: 3 17154
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Meals
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Moving expense status .« & v 4 4 e 5 e v o= v a2 o« 5 7271
Estates and Trusts
2% Floor on miscellarnecus itemized deductions . . . 1 17076 ()
Exempt Organizations
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Expenses
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- F -
Farmers and Farming
Urniformed capitalization rules
Replanting expenditures excepted . . « o« « & & « « 4 17261
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Christa MoAuliffe Fellowships & 4o + 2 & & o & o = = 4 17160
Free-Lance Ruthors
Uniform capitalization »ules. & 2 & s« s a 5 = & « @ 4 17261
Fringe Benefits *
Exclusions from income, rnondiscrimination rules . . 2 17134 (a)
MNo—additional-cost services
Air transportation of cargo and passengers « .« « o« e 17134 (b)
._B..
Bain or Loss
Principal residernce, sale of
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Gross Income
Christa MocRuliffe Fellowships + ¢ & &« ¢ o & o o = = 4 17160
Group Legal Services Plans
Exclusion mandatory o ¢ « « 4 &« 4 2 o 2 4« = & = a2 3 17157



Subject ] Page Law Section

Handicapped Taxpayers
Principal residence, sale of

Capital gains exclusion . « & « & « s o « & = &« = 3 17153
Husband and Wife
Rullover of gain on sale of principal residevnce . . S 18044

Institution of Higher Education

Amcunts paild t0 &« 4 & & & &« & » %« & s = & a = = o = 4 17841 (by)
Itemized Deductions

24 Floor on miscellarnecus

Congress members, away-fVOM*Hame livirng expenses . - 1 17076 ()
Estates and trusts « « + « « & s 4 2 s v e u o s = 1 17076 ()
Fass—thru entities . &« o v & o« 4 & & &« = 2 ‘&« a « = & 17076 (c)
- J -
Jury Duty Pay
Deduction o & 4 &« o & & = &« « = s« a = e &« = = = s = i 170785 (b
5 17873
- -
Meals
Emplovyees of drilling »igs « « & s 2 & & 2 « = &« « 5 17871
Expenses as moving @Xpenses « « « « « & o » o« v s w9 172871
Percentage deduction rule@s . . « o o o o =« « = » = 3 17871
Reimbursements, exclusion from wages. .« « + « « « « 5 17&71
Moving expenses
Meal expenses, percentage reduction rule. . . « « « 5 17271
Mutual Funds
Phantom income of + &« & 4 s « s &« « u = &« & # = = = = 17076 (d)
- N -
Nondiscrimination Rules
Fringe benefits, exclusiorn from gross income. .« « - & 17134 (a)
NI « R
Pearcentage Reduction Rule, Meal Expenses
Employees of drilling rigs .« « & ¢ 2 « o 2 = &« = » 9 17271
MOVIing @XPernSeS « o = « = w = o« » = 5 = = =« &« = « =« 3 17271
Phantom Income of Mutual Funds . . . . . . . « « « « & 17076 (d)
Photographers » ’
Uniform capitalization rules. « ¢ « & & « 2 o = = « 4 17261
Pistachio Trees
Urnid form capitalization rules. &« « o s 2 o o« a = » « 4 1761
Political Activities
Exempt organizatlionsS. « « + o o« o =2 o« « = =« = « » «» 4 17841 (&)



Subject Pane Law Section

Principal Residence, Sale of
Physically or mentally incapable taxpayers

Capital gains eXClusion . « + « « & w & = = o = = 3 17183
Rollover of gairn orn, surviving spouse . « « « = =« « 9 18044
..Q_.
Bualified Group Legal Services Plans
Excluded employvees, exclusion mandatory . . . +« . « 3 17157
Gualified Scholarships
Teaching and research assistants. « « &« &« a & & & & 3 17154
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Regulated Investment Companies
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 Reimbursements, Third-Party (
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Replanting Expenditures 4
Uniform capitalization ruleés. « ¢ & o & w o =« 2« & « 4 17261
Research Assistants
Gualified scholarships. « & o & & &« 2 & «o = = & o = 3 17154

Residential Property

Sale of privicipal residence
Physically or mentally incapable taxpavyer
Capital gain exclusiorn .« « o« = » = = & = w &« &« = 3 17183
Surviving spouse

Rollover of gaine o o« o ¢« = 2 a s o w a = &« &« » = S 18044
Rollovers
Sale of principal residence, gain on
SUFrVIVING SPDOUSE &« « v« o s s s » = 8 » « s s = = u = 18044
Rural Letter Carriers
Automobile eXpPeENSES + ¢ + = « » s« = s = = # « & a« = 5 17289
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Sports, Games, and Hobbies
Educational assistance payments .« .« o o« o = = « =« = = 17151 (b)
Standard Mileage Rate, Rural Mail Carriers . . . . . S 17289
Surviving Spouse
Principal residence, rollover of gain ore « « & o . S 18044
._T.._
Teachers and Research Assistants
Christa MoRuliffe Fellowships . .+ & o & & & = « « = 4 17160
Gualified scholarships. « « « ¢ « ¢« & o o « » o« « =« 3 17154
Third—-Party Reimbursements, Business Expenses. . . . 1 17072.58(a)

Trusts
Educational assistance payments . + « « « o » u « =«
2% floor on miscellanecus itemized deductions . . .

17151 (b)
17076 ()
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