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SUMMARY 
 
This bill would do the following: 
 

• Make the annual single sales factor election inoperative for taxable years beginning on or 
after January 1, 2012; 
 

• Require all apportioning trades or businesses that are not a qualified business activity to 
use the single sales factor method of apportioning income to California; 
 

• Require all taxpayers to use the “market rule” for assigning sales other than the sales of 
tangible personal property; and  
 

• Allow qualified taxpayers to assign 50 percent of the mandatory sales factor to California.   
 

This analysis will not address the bill's changes to the Military and Veterans Code, as they do not 
impact the department or state income tax revenue.  
 
RECOMMENDATION  
 
No position. 
 
SUMMARY OF AMENDMENTS 
 
The April 9 and 16, 2012, amendments removed the four-factor election included in the bill as 
introduced on February 24, 2012, and added a provision for certain qualified taxpayers discussed 
in this analysis.  This analysis only addresses the provisions of this bill that impact the 
department’s programs and operations.   
 
As a result of the amendments, the “This Bill” and “Economic Impact” discussions from the 
department’s analysis of the bill as introduced February 24, 2012, have been revised.  In addition, 
the “Support/Opposition” section has been updated.  Except for these discussions, the 
department’s analysis of the bill as introduced February 24, 2012, still applies.  The 
“Effective/Operative Date”, “Fiscal Impact”, and “Arguments” discussions have been repeated for 
convenience. 
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EFFECTIVE/OPERATIVE DATE 
 
This bill would become effective January 1, 2013, and the Revenue and Taxation Code changes 
would each be specifically operative for taxable years beginning on or after January 1, 2012. 
 
ANALYSIS  
 
THIS BILL 
 
This bill would do the following: 
 

• Make the single sales factor apportionment formula mandatory for all apportioning trades 
or businesses, except those in a qualified business activity (extractive, agricultural, savings 
and loans, and banks and financials). 
 

• Repeal the elective single sales factor provisions for years beginning on or after  
January 1, 2012. 
 

• Remove references to the provisions of the repealed elective single sales factor. 
 

• Revise the provision that determines how to assign sales of other than tangible personal 
property as follows: 

o The bill retains language requiring the use of “cost of performance” for assigning 
sales for taxable years beginning before January 1, 2011.  

o For taxable years beginning on or after January 1, 2011 and before  
January 1, 2012, taxpayers that have made an election to apportion business 
income using the single sales factor must use the “market rule”.  Those taxpayers 
that did not elect to use the single sales factor will use cost of performance to 
assign sales. 

o For taxable years beginning on or after January 1, 2012, all taxpayers, including 
those businesses in a qualified business activity, are required to use the “market 
rule.”  
 

• Add a provision to allow qualified taxpayers to exclude 50 percent of the total California 
sales of the apportioning trade or business determined under the market rule from the 
numerator of their single sales factor.  A qualified taxpayer means: 

o A member of a combined reporting group that is also a qualified group; and 
o A qualified group that satisfies both of the following conditions: 

 has a minimum investment of $250,000,000 in California for the taxable year; 
and 

 for the taxable year beginning in calendar year 2006, derived more than  
50 percent of its U.S. network gross business receipts from operations of one 
or more cable systems.  
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FISCAL IMPACT 
 
This bill would not significantly impact the department’s costs. 
 
ECONOMIC IMPACT 
 
Revenue Estimate 
 

 
Estimated Revenue Impact of SB 1505 

For Taxable Years Beginning On or After January 1, 2012 
Enactment Assumed After June 30, 2012 

($ in Millions) 
2012-13 2013-14 2014-15 
+$1,200 +$950 +$950 

 
 
This analysis does not account for changes in employment, personal income, or gross state 
product that could result from this bill.  
 
SUPPORT/OPPOSITION1 
 
Support:  Gordon P. Erspamer, Morrison and Foerster 
 
Opposition:   Alliance of Automobile Manufacturers  
  California Asian Pacific Chamber of Commerce 
  California Chamber of Commerce 
  California Manufacturing & Technology Association 
  California Taxpayers Association 
  Chrysler  
  General Motors 
  International Paper  
  Kimberly-Clark Corporation  
  Howard Jarvis Taxpayer’s Association 
  Procter & Gamble 
 
 
 

                                            
 
1As reported on the Legislative Counsel’s website at http://www.leginfo.ca.gov/pub/11-12/bill/sen/sb_1501-
1550/sb_1505_cfa_20120426_101816_sen_comm.html [as of May 11, 2012].  
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ARGUMENTS 
 
Proponents:  May say that this bill would bring much needed assistance to California veterans 
who have come back to California in these tough economic times, as well as provide needed 
funding for staffing and construction of our Veterans’ Homes of California.   
 
Opponents:  May argue that not all business models fit easily into a single sales calculation and 
that mandatory single sales factor negates the importance of out of state business contributions 
to the states overall economic health. 
 
LEGISLATIVE STAFF CONTACT 
 

David Scott  Gail Hall 
Legislative Analyst, FTB Legislative Director, FTB 
(916) 845-5806 (916) 845-6333 
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