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EXCEEDING EXPECTATIONS SINCE 1926 IAX AI ER I S

Repeal of Expanded 1099
Requirements Signed Into Law

President Obama signed H.R. 4, the "Comprehensive 1099 Taxpdyer
Protection and Repayment of Exchange Subsidy Overpayments JAct
of 2011" (Act) on April 15, 2011. This new law retroactively repeals
unpopular Form 1099 information reporting rules added by 2010
legislation. Here are highlights of the tax changes in the Act.

Original Information Reporting Rules:

Before amendment by the Small Business Jobs Act of 2010 and the Paient
Protection and Affordable Care Act (PPACA), the laws generally requirgd
payments totaling at least $600 in a single calendar year to a sijgle
recipient to be reported to the Internal Revenue Service (IRS). Reporting on Form 1099 pas
required only when the payor was considered to be engaged in a trade or business and had madge the
payment in connection with that trade or business. The type of payment that most commgnly
triggered the reporting requirement was payment for services. There were a number of exemptipns
from the 1099 reporting requirements under prior law, notably including payments to corporationg.

Changes made by 2010 Legislation:

Beginning in 2012, the PPACA added payments of amounts in consideration for any type of property
and gross proceeds, such as payments for goods or other property, to the list of payments subjeft to
information reporting. PPACA further provided that, beginning in 2012, payments tetaxen
exempt corporationd which had previously been exempt from the reporting requirenfiemtould

be subject to information reporting.

Additionally, for payments made after 2010, the Small Business Jobs Act of 2010 provided] that,
subject to limited exceptions, a person receiving rental income from real estate would be tredted
as engaged in the trade or business of renting property for information reporting purposes| In
particular, rental income recipients making payments of $600 or more to a service provider f{for
example, a painter or plumber) in the course of earning rental income would have to providg an
information return to the service provider and the IRS.

New Law:

For payments made after December 31, 2011, the Act repeals the provisions in PPACA that impose
a reporting requirement for payments to corporations and payments for goods or other properjy.
For payments made after December 31, 2010, the Act also repeals application of the informgtion
reporting requirements to recipients of rental income from real estate who are not otherwige
considered to be engaged in the trade or business of renting property. In other words, under fthe
Act, the information reporting rules effectively revert to the way they read before enactment Jof
PPACA and the Small Business Jobs Act of 2010.

Contact us at taxalerts@windes.com
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Revenue Offset:

The Act provides an offset for the lost revenue from repealing the new information reportipg

provisions, estimated at $21.9 billion. I
premium assistance credit (enacted as part of the 2010 health care reform legislation to help o
income individuals acquire affordable health insurance coverage) that a taxpayer must repay f
years ending after December 31, 2013. The credit is available for a taxpayer who doesn't re
health insurance through his employer (or his spouse's employer) and whose income falls bet
100% and 400% of the federal poverty line (FPL), based on the most recently filed tax return.

Under pre-Act law, if the taxpayer's income increases such that the credit exceeds that to which
current income level actually entitles him, but his income is still under 500% of FPL, he had to

some credit amounts. The limit on amounts he had to repay were capped and ranged from $6
$3,500.

New Law:

Under the Act, for tax years ending after December 31, 2013, the repayment caps are increase
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taxpayers with household income of at least 200% but less than 400% of FPL, and full repayngent is

required for taxpayers whose incomes exceed 400% of FPL.

For more information about this article, please contact ugatalerts@windes.conor any of our
tax professionals at (562) 438191, (949) 272600, (310) 318130, or (213) 23D745.

California Tax Amnesty Program
for Income from Previously
Unreported Bank Accounts

Governor Jerry Brown signed SB 86 into law, which creates an opportunity from August 1, 2

unreported offshore income from previously unreported bank accounts. The program permits
payers to file amended returns and pay the tax and interest associated with abusive tax avoi
transactions (ATATS) or unreported offshore income without penalty and criminal prosecution.

through October 31, 2011 for taxpayers to participate in a voluntary disclosure program for thfir

The purpose of this bill is to restore fairness to the tax system by curtailing illegal tax evasion
occurs when taxpayers participate in ATATs or underreport income by using an offshore fina
arrangement and to enhance penalty and enforcement measures to defer future investme
ATATS.

Background - Abusive Tax Shelters and Offshore Tax Evasion:

Abusive tax shelters are tax schemes that serve no significant purpose other than reducing tax.
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Internal Revenue Service (IRS), the Franchise Tax Board (FTB), and the courts generally deny ¢
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tax benefits if the transaction that gives rise to those benefils

lacks significant economic substance independent of income fax
considerations, even though such transaction may not literajly
break any tax law. Offshore tax evasion refers to offshore financjal
arrangements that are designed to evade tax and generally invdqlve
tax-haven countries that offer financial secrecy laws in an effqrt
to attract investment from people outside of its borders. In additio
numerous schemes have been uncovered in which the trge

ownership of offshore income streams and offshore assets have bgen
hidden or disguised. As a result, substantial amounts of finangial
activity and its associated income have been improperly shielded
from federal and state income taxes.

Contact us at taxalerts@windes.com

Over the last few years, the federal government has significantly stepped up its efforts to cobat
offshore tax evasion. In February, 2009, Swiss bank UBS entered into a deferred proseqution
agreement under which the bank admitted to helping U.S. taxpayers hide accounts from the] IRS.
UBS bankers routinely traveled to the U.S. to market Swiss bank secrecy to U.S. clients interesfed in
attempting to evade federal and state income taxes. Court documents assert that, in 2004 ajone,
Swiss bankers allegedly traveled to the U.S. approximately 3,800 times to discuss their clients'|Swiss
bank accounts. As part of a deferred prosecution agreement, UBS provided the U.S. government
with the identities of, and account information for, certain U.S. customers of UBS's-loooder
business.

Hoping to get taxpayers with unreported offshore income back into the U.S. tax system, the [IRS
developed a voluntary disclosure initiative that ran from March 2009 to October 2009. A sec¢nd
offshore voluntary disclosure initiative was announced by the IRS on February 9, 2011. This ini§ative
allows taxpayers to participate until August 31, 2011 and is similar to 2009 initiative, except thpt is
offers an accuraegelated penalty (ARP) of up to 25 percent in lieu of other applicable penalties gnd
possible criminal prosecution if taxpayers disclose offshore activity and pay any tax and interest
attributable to such activity.

State Law:

In general, California conforms to the federal rules specifying the computation of taxable incgme,
with modifications, and conforms to federal definition of a tax shelter. California conforms to fhe
federal taxshelter penalties that:

1. Impose the 20 percent ARP without relief from the substardiathority and
adequatedisclosure exceptions, and
2. Impose a separate ARP on understatements that result from reportable transactions.

California does not conform to the separate ARP on underpayments that result from transactipns
lacking economic substance but, instead, has its own noneconomic substance transaction undefstate-
ment penalty.

California Voluntary Compliance Initiative (VCI):

The new California VCI provides that no criminal action will be brought against any taxpayer yvho

participates in the program. The primary terms of VCI are as follows:
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9 The filing period would be from April 1, 2011 to June 15, 2011.

1 VCI would apply to taxable years beginning before January 1, 2010.

9 Participants would be required to file amended returns and pay all unpaid tax and
interest resulting from an ATAT or from unreported offshore financial arrangements,
and all VClI issues would be closed without appeal rights.

9 Taxpayers eligible to participate in VCI would include taxpayers that have:

- ATATSs currently under audit;

- ATAT cases in protest;

- Unknown ATATS; and

- Unreported income from the use of an offshore financial arrangement.
9 For qualified participants, all penalties would be waived except for the:

- Large corporate understatement penalty; and

- Amnesty penalty.

' No criminal action would be brought against any qualified VCI participant that,
as of March 31, 2011, is not the subject of a criminal complaint or under criminal
investigation in connection with an ATAT or unreported income from the use of an
offshore financial arrangement.

9 The statute of limitations for the FTB to find and issue an assessment on ATAT cases
would be increased from eight to twelve years.

9 The interestbased penalty would be modified to prevent taxpayers from avoiding
the penalty by filing an amended return after being contacted by the FTB but prior to
the FTB issuing a deficiency notice; instead, 50 percent of the penalty would be
imposed on any such amended return filed after the VCI filing period.

Taxpayers who face federal, as well as California issues, will want to coordinate any volu
disclosure, as there is informatigharing between the IRS and FTB. While the reporting

previously unreported income from foreign bank accounts could be coordinated with the Fed
2011 Offshore Voluntary Disclosure Initiative, there is no special federal voluntary disclos
program covering abusive tax avoidance transactions. As such, the taxpayers would need to de
a strategy with their tax advisors as to how to coordinate California and federal disclosure of abu
tax avoidance transactions.

For more information about this article, please contact ugaatalerts@windes.conor any of our
tax professionals at (562) 438191, (949) 272600, (310) 3146130, or (213) 23D745.
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California Conforms to the Exclusion of
Nondependent Health Care Benefits

This article is reproduced with permission from Spidell Publishing, Inc.

Contact us at taxalerts@windes.com

The Governor has signed AB 36 (Perea), which exclud
under the age of 27 from California income tax. The bill brin
California into conformity with the federal exclusion enacte
under the Health Care Act in 2010.

Prior to the enactment of this law, California included thes
benefits in taxable income. This created a wage differen

insurance for their nondependent audit children.
The law is effective immediately and applies to the same periods as the federal law. This mean
the taxpayers may amend their 2010 California income tax returns if they paid California incomg
on these benefits.

The California Employment Development Department (EDD) also has reversed its earlier pos
on the taxability of employeprovided health insurance for nondependent adults.

In an email dated March 8, 2011, entitled "Updated Information Related to Adult Child Health C

employerprovided health insurance for nondependent adu%

for California taxpayers whose employers provided health
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Premiums," the EDD states, "the extended coverage to adult children under the federal legislatipn is

not considered wages that are subject to Unemployment Insurance (Ul), Employment Training

Tax

(ETT), or State Disability Insurance (SDI), taxes. Existing State law, Section 931 of the California

Unemployment Insurance Code (CUIC) excludes payments for emplogmrided coverage under
accident or health plans to a dependent from being considered taxable income for Ul, ETT, or
purposes.”

For more information about this article, please contact ugaatalerts@windes.conor any of our
tax professionals at (562) 438191, (949) 272600, (310) 31130, or (213) 23D745.
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Latest Guidance on 100% Federal
Bonus Depreciation Election

which explains the 2010 Tax Relief Act's 100% bonus depreciation rules

a taxpayer to elect to "step down" from 100% to 50% bonus depreciati
for property placed in service in a tax year that includes September
2010. It also includes elaborate "change your mind" procedures, such

to do so, or those who elected out of 50% bonus depreciation but no
want to claim the tax break.

Background:

Under pre2010 Tax Relief Act, the additional firgear depreciation deduction (also called bonup

The Internal Revenue Service (IRS) issued Revenue Procedure2@01}

qualifying new property acquired and placed in service after Septembef 8,
2010 and before January 1, 2012. It also contains detailed rules permiIing

for a taxpayer who did not claim 50% bonus depreciation but now WaI]\(/S

for
8

n
9,
as

depreciation) equaled 50% of the adjusted basis of qualified property acquired and placed in gervice

before January 1, 2011 (before January 1, 2012 for certainpi@uyction property and aircraft).
The 2010 Tax Relief Act extended and expanded additionalyf@at depreciation to equal:

9 100% of the cost of qualified property placed in service after September 8, 2010
and before January 1, 2012 (before January 1, 2013 for certain ivegbrand
transportation property); and

1 50% of the cost of qualified property placed in service after December 31, 2011 and
before January 1, 2013 (after December 31, 2012 and before January 1, 2014 for
certain longedlived and transportation property).

bonus

A taxpayer may elect not to claim the additional figste a r depreciat

i on.

may be made for any class of property for any tax year, and if made, it applies to all properfy in

that class placed in service during that tax year. An election to take a reduced bonus depreci

htion

deduction was specifically authorized under prior law, which for a time, a taxpayer could dlect

30%instead of 50%bonus depreciation. However, the current law does not authorize a-steyn
from 100% to 50% bonus firgear depreciation.

Limited Step-down Election:

In this Revenue Procedure, the IRS says it recognizes that a taxpayer may have difficulty determining

the exact date during a month on which it
di sputesod6 about whether particular propert
2010, the IRS will allow a taxpayer to elect to step down from 100% to 50% bonus depreciatior
all qualified property that is in the same class of property and placed in service in its tax year
includes September 9, 2010. Therefore, for calendar year taxpayers, thel@tapelection applies

for all qualifying property placed in service after September 8, 2010 and before January 1, 2011.

fiscal year taxpayers with a year beginning on September 8 or earlier, it may, in some cases
apply to qualifying property placed in service in 2011.
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An election to claim 50% instead of 100% bonus depreciation, or elect out of bonus deprecigtion
entirely, may be desirable for businesses that have ameakpire net operating losses, the value of
which would be lost if currenyear income were reduced too much by claiming the maximu(F

depreciation allowance. Similarly, a business that currently is, and in the recent past has begn, in
a low tax bracket, and expects to be in a higher bracket in future years, may want to dgfer
depreciation deductions to offset future hightxed income.

depreciation) is allowed for a class of property as long as tije
taxpayer doesn't elect out (or is not treated as having elected
out) of additional firstyear depreciation for that class of property
for that tax year. For example, if a calendesar taxpayer for its

3 { tax year ending December 31, 2010 placegéear property in

service before September 9, 2010, and otheyéar property

after September 8, 2010, it may elect to claim the 50% bonjs
depreciation for all of its fyear property that is qualified property
and placed in service during the 2010 tax year, provided that §o
actual or deemed election out has been made.

o ‘ N The stepdown election (i.e., to claim 50% instead of 100% bon'lls

When to make Step-down Election:

date (including extensions) of the federal tax return for the tax year that includes September 9, 2Pp10.
However, if a taxpayer has already timely filed its federal tax return for its tax year that inclupges

September 9, 2010, on or before April 18, 2011, it may take advantage of an automatic extensipn of
6 months from the due date of that federal return (excluding extensions) to make thedsiem

election. The automatic extension is authorized Trgasury Regulation (Reg.) Section 301.9200
Under Reg. Section 301.9120c) and Reg. Section 301.912@), the taxpayer must file an amendeq
return and attach an election statement indicating it was filed pursuant to Reg. Section 362..9100

In general, the election to claim 50% instead of 100% bonus depreciation must be made by th due

Other Depreciation Election Choice:

The Revenue Procedure also offers a plethora of election choices for taxpayers that did not dlaim
50% bonus depreciation for some or all qualified property placed in service after December 31, 4009,
on:

windes.com

1. Areturn for a tax year beginning in 2009 and ending in 2010 (2009 tax year) or
2. For atax year of less than 12 months beginning and ending in 2010 (2010 short
tax year).

For purposes of the election choices, the] ter
defined underpr 010 Tax Rel i ef Act | aw. Additiongl |1y
qualified property placed in service before January 1, 2010 in the taxpayer's 2009 tax year, arjd the

term 02010 qualified propertydé means qualitied
in a 2009 tax year or 2010 short tax year.

Contact us at taxalerts
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1. Ataxpayer may have timely filed its federal tax return for the 2009 tax year or the
2010 short tax year, and did not deduct 50% bonus depreciation for a class of
property that is qualified property or for some or all of its qualified property
placed in service after 2009, in its 2009 tax year or 2010 short tax year. It may
claim 50% bonus depreciation for a class of property in which the qualified
property or 2010 qualified property is included by filing an amended federal tax
return for the 2009 tax year or the 2010 short tax year, as applicable, before the
taxpayer files its federal tax return for the first tax year succeeding the 2009 tax
year or the 2010 short tax year, as applicable. Alternatively, the taxpayer may file
Form 3115, Application for Change in Accounting Method, with the timely filed
federal tax return for the first or second tax year succeeding the 2009 tax year or
the 2010 short tax year, as applicable, if the taxpayer owns the property as of the
first day of the year of change.

2. On its timely filed federal tax return for the 2009 tax year or the 2010 short tax
year, a taxpayer may have made an election out of 50% bonus depreciation for a
class of property that is qualified property, and now wants to change its mind.
The IRS grants such taxpayer consent to revoke that election out, as long as it
files an amended return for the 2009 tax year or the 2010 short tax year in a
manner that is consistent with the revocation of the election. The amended
return must be filed by the later of June 17, 2011 or before the taxpayer files its
federal tax return for the first tax year succeeding the 2009 tax year or the 2010
short tax year.

1. A taxpayer who timely filed his or her federal tax return for the 2009 tax year or
the 2010 short tax year and did not make the election to elect out of 50% bonus
depreciation for a class of property that is qualified property, will be deemed to
have actually made the election out if:

a. on that return, he or she did not deduct 50% bonus first
year depreciation for that class of property but did deduct
depreciation; and

b. he or she does not file an amended federal tax return (or
a qualified amended return) or a Form 3115 to claim 50%
bonus depreciation for the class of property.

For more information about this article, please contact ugaatalerts@windes.conor any of our
tax professionals at (562) 438191, (949) 272600, (310) 318130, or (213) 23D745.

Contact us at taxalerts@windes.com
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Mortgage Assistance Payments
Are Not Taxable

This article is reproduced with permission from Spidell Publishing, Inc.

In Notice 201114, the Internal Revenue Service (IRS) has stated that fed¢ral
and state home mortgage assistance payments are not taxable income to]the
financially distressed homeowner beneficiary. In addition, for tax years 200L0
2012, the taxpayer may deduct the sum of all payments actually made dyring
that year to the mortgage servicer, HUD, or the state as home mortgage
interest, up to the amount reported on Form 1098.

Generally, California conforms to IRS rulings if the California Revenue gnd
Taxation Code (R&TC) conforms to the underlying federal law. In the Noticg,
the IRS reasoned that the payment qualifies for exclusion under the gengral
welfare exclusion under Internal Revenue Code (IRC) Section 61. Although the
general welfare exclusion is not statutory, it has been carved out in numerqus
IRS pronouncements for decades. California conforms generally to IRC Section
61 and has always conformed to IRS provisions for the general welfpre
exclusion. As such, California conforms to the exclusions stated in the Noticqg.

14

California Assistance Programs

The Notice enumerates the state programs that qualify, including four California programs:

Unemployment Mortgage Assistance Program;
Mortgage Reinstatement Assistance Program;
Principal Reduction Program; and

The Transition Assistance Program.

= =4 =4 =4

All four programs are administered by CalHFA (California Housing Finance Agency) undef the
umbrella name, "Keep Your Home California." Generally, assistance is available under ghese
programs to homeowners who are behind on their mortgages or in imminent default (principal

residence located in California only) and who meet {mamoderate income limits. The income
limits are based on "gross family income" and vary widely by county, ranging from a low of $67,950 in
several counties to a high of $124,200 in Santa Clara County. Additional requirements include:

The mortgage must be the first lien loan and the borrower cannot have done a
cashout refinance;

1
9 The current, unpaid principal balance cannot exceed $729,750;
9 The borrower cannot own any other real estate; and

1 The current mortgage must have originated on or before January 1, 2009.

For more information about this article, please contact ugaatalerts@windes.conor any of our
tax professionals at (562) 438191, (949) 2722600, (310) 3148130, or (213) 23D745.

Contact us at taxalerts@windes.com
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Franchise Tax Board (FTB)
Will Delay Notices for
April Payments Again

This article is reproduced with permission from Spidell Publishing, Inc.

1] The FTB will begin its notice delay process, which affediie end paper
o | / /| Statement of Tax Due notices, as well afile Return Information Notices,
I for the 2010 tax year. This means that the taxpayers will not recei
l / 2 notices for checks that were mailed but not yet processed. Notices will [
Io y l held according to the following schedules:

\

z 9 Efiled Statements of Tax Due will be held between April 1, 2011
| 4 and May 27, 2011; and

9 Paper Statements of Tax Due andiled Return Information
Notices will be held between March 18, 2011 and May 27, 2011.

a

A State of Tax Due means that the tax return shows a balance due and
taxpayer has not paid the amount. A Return Information Notice means that there was an error

If payment is not received by May 27, 2011, the Return Information Notices and Statement of
Due notices held will be mailed at a rate of 40,000 notices per night, for a total of 200,000 not
approximately five weeks.

Check Cashing

days. During "off peak" season, the FTB deposits all checks received daily.

However, there are exceptions. For example, sometimes the FTB cannot match a payment to 3
payer's account, which often happens when:

9 An estimate voucher is not sent in with a check;

9 The identifying information (taxpayer Social Security number or corporate account
number) is not included with the payment; or

1 Other identifying information is separated from the payment upon arrival.
information to the account.

For more information about this article, please contact ugaatalerts@windes.conor any of our
tax professionals at (562) 438191, (949) 2722600, (310) 314130, or (213) 23D745.

the original return so the balance due (or overpayment) is different from the amount on the returr.

Contact us at taxalerts@windes.com
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a week. Using last year's figures, it is expected that all notices held will be released wWithin

During tax season, approximately 90% of payments received at the FTB are posted within five fo six

tax-

While these situations are not normal, they will delay depositing checks and posting payment
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Electronic Payments to
State Agencies

This article is reproduced with permission from Spidell Publishing, Inc.

Based on the amount of tax due, some taxpayers may
and requirements for paying this way vary by agency.

Franchise Tax Board

EFT- Individuals

All payments made by an individual on or after January

electronically to the FTB after the individual either has:

 Made a single estimated tax or extension payment greater than $20,000 for a taxable
year beginning on or after January 1, 2009; or

9 Filed an original return with a tax liability greater than $80,000 for a taxable year
beginning on or after January 1, 2009.

The FTB did not assess the 1% penalty for failure to make electronic payments in 2009 or 3
However, the FTB is now assessing the penalty.

Penalty

A taxpayer who is required to remit electronic payments but remits payment by other means
subject to a penalty of 1% of the amount paid, unless the failure to remit electronically was
reasonable cause and not willful neglect. The penalty applies even if the amount remitted is $2
or less, but the taxpayer was otherwise required to remit payments via EFT.

EFT Waivers

A taxpayer who is required to remit electronic payments may elect to discontinue making electrd
payments in instances where the threshold requirements are not met in the preceding taxable
A taxpayer required to remit electronic payments may also obtain a waiver of those requiremd
if the FTB determines that the amounts paid in excess of the threshold amounts were

required to pay via electronic funds transfer (EFT). The procefp

2009, regardless of taxable year or amount, must be remitt4d
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representative of the taxpayer's tax liability. Once the waiver is received, the requirement to mgke,

or not make, future electronic payments is subject to the terms of the waiver.

The taxpayer will request the relief or waiver using Form FTB 4107, MandatqgyeProgram
Election to Discontinue or Waiver Request.

How to Pay

Taxpayers may make their required EFT payment by:
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Using the FTB's Web Pay;

Electronic funds withdrawal (EFW) wheHikng;
Credit card; or

ACH debit via telephone.

= =4 =4 =

To use payby-phone, taxpayers must first complete and submit Form FTB 4073, Mandajoaly e

Payby-Phone Authorization Agreement for Individuals, to the FTB. Before a taxpayer can makg his

or her first payment, he or she must activate his or her account with the state's financial serv
agent, Link2Gov. To do this, go towww.paycalifornia.conor call (800) 5547500. While the
Board of Equalization (BOE) and Employment Development Department (EDD) do not allow cr|

ces

pdit

card payments when a taxpayer has an EFT requirement, the FTB does. To pay by credit cajd, go

to www.officialpayments.comr call (800) 2729829. The taxpayers should be aware that a bank
online payment program is not an electronic transfer and will be subject to penalties.

EFT- Corporations

S

Any corporation that has any single estimated tax payment or extension payment of more than

$20,000 or a total tax liability in excess of $80,000 must make future payments to the FTB by EHR

Penalty

T.

A corporation that fails to remit any payment by EFT when required by law is subject to a penalfy of

10% of the amount paid, unless the corporation can show that the failure was for reasonable cal

How to pay via EFT
Banks and corporations can choose either the ACH debit or ACH credit payment methods:

i FTB Web Pay: EFT mandatory corporations can use Web Pay to meet their EFT
requirements.

9 ACH debit: The ACH debit method allows you to transfer funds by instructing the
state to electronically debit a bank account you control for the amount that you
report to the state's data collector, Link2Gov. Go teww.paycalifornia.coror call
(800) 5547500.

9 ACH credit: The ACH credit method allows you to transfer funds by instructing your
financial institution to debit your account and credit the state's bank account; or

9 The Bulk Filer option through Link2Gov allows payroll agents, accounting firms, and
corporations to make large volumes of payments in a single submission. To use this
option, each taxpayer must be enrolled in his or her respective agency's EFT program.

Employment Development Department (EDD)

Employers are mandated to remit taxes by EFT if their State Disability Insurance (SDI) and Pe

Se.

sonal

Income Tax (PIT) deposits averaged $20,000 or more during the prior fiscal year (July 1 to Jurje30).

Employers who meet this requirement must remit all SDI and PIT deposits by EFT for the calg

hdar

year that follows, regardless of the dollar amount. The mandatory EFT requirement does not gpply

to Unemployment Insurance (Ul) contributions or the Employment Training Tax (ETT).
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How to pay via EFT

EFT payments to the EDD are made via Link2Gov, a thady payment processor that accepts EFT
payments for state agencies. To pay, govtew.paycalifornia.com
Taxpayer may chose from two types of payments:

9 ACH credit method, the ACH credit method allows employers to transfer funds by
instructing their banks to debit their bank accounts and transfer funds to the State's
bank account; or

1 ACH debit method: There are two ACH debit programs, the new EDD EFT Program
and the State Data Collector Program:

- EDD EFT Program: Funds are transferred from the employer's bank
account through an ACH system directly to the State's bank account.
The data collector is eliminated; and

- State Data Collector Program: Funds are transferred from the
employer's bank account to Link2Gov to the State's bank account.

Credit card payments are not accepted from taxpayers with an EFT payment requirement,
deposits. The Bulk Filer option through Link2Gov allows payroll agents, accounting fi

and corporations to make large volumes of payments in a single submission. To use this o
taxpayers must be enrolled in their respective agency's EFT program.

noncompliance penalty will apply to mandatory EFT filers who use a credit card to make SD[PIT

To make EFT payments, taxpayers must be enrolled to use EBB&ndces for Business to establish
a username and password. Tax preparers can establish their own usernames and passwords
returns/reports and make payments on behalf of their clients. To enroll, go to tBergices for
Business Web pagesittps://eddservices.edd.ca.gov/index.html

Penalties
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Failure to remit payments by EFT results in a 10% noncompliance penalty, plus interest, on SIpl and

PIT deposits remitted by any payment method other than EFT. If an EFT transaction is not mag
time, a late payment penalty of 10% of taxes due plus applicable interest is applied.

Board of Equalization (BOE)

A business that pays an average of $10,000 or more per month in sales and use taxes must

e on

make

payment by EFT. The BOE reviews payment histories and notifies businesses when they are refjuired

to pay by EFT. To register in the program, taxpayers must file Form-B&EEFT, Authorization
Agreement for Electronic Funds.

If a taxpayer has a special taxes account with an estimated average monthly tax or fee paymrnt of

$20,000 or more, payment of the tax or fee by EFT is required. To participate in the Special T
EFT Program, the taxpayer will need to complete form B&#5-ST, Authorization Agreement for
Electronic Funds Transfer.

Taxpayers not required to make payments through EFT may do so voluntarily. However, th
participants are then required to make EFT payments for at least one year, after which time they
request to be removed from the programs.
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http://www.paycalifornia.com
https://eddservices.edd.ca.gov/index.html
mailto:taxalerts@windes.com




