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SUBJECT:  Require Certain Business Entities e-File/Require Dependent Tax Identification  
         Number on Returns 

SUMMARY 

This bill would do the following: 

Provision 1:  Require certain business entities to e-file their tax return unless a waiver is granted. 

Provision 2:  Provide that no Dependent Exemption Credit would be allowed unless the 
dependent’s Taxpayer Identification Number is included on the respective return. 

RECOMMENDATION 

On December 4, 2013, the three member Franchise Tax Board voted 2-0 to sponsor the 
language included in this bill, with the representative from Department of Finance abstaining. 

SUMMARY OF AMENDMENTS 

The May 23, 2014, amendments modified the penalty provisions of Provision 1, relating to 
business entity e-filing.  Except for Provision 1 "Effective and Operative Date" and "This Bill," 
sections the department’s analysis of the bill as introduced March 24, 2014, still applies. 

EFFECTIVE/OPERATIVE DATE 

This bill would be effective January 1, 2015.  Provision 1 would be specifically operative for 
taxable years beginning on or after January 1, 2014, for returns filed on or after January 1, 2015.  
The penalty would apply to acceptable returns required to be filed electronically for taxable years 
beginning on or after January 1, 2017.  Provision 2 would be specifically operative for taxable 
years beginning on or after January 1, 2015.  

PROVISION 1 

This provision would, for taxable years beginning on or after January 1, 2014, for returns filed on 
or after January 1, 2015, require a business entity that files an acceptable return prepared using 
tax preparation software, to file the return by electronic technology in a form and manner 
prescribed by the Franchise Tax Board (FTB).  
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A business entity required to file a return electronically may annually request a waiver of the 
requirement from the FTB.  The FTB may grant a waiver if it determines the business entity is 
unable to comply with the requirements due to, but not limited to, technology constraints, where 
compliance would result in undue financial burden, or due to circumstances that constitute 
reasonable cause, and not willful neglect as applicable to the penalty imposed by the bill.  

This provision would define the following phrases: 

 “Acceptable return” means any original return or amended return that is required to be 
filed, pursuant to Article 2 (commencing with Section 18601), Section 18633, Section 
18633.5, or Article 3 (commencing with Section 23771) of Chapter 4 of Part 11, other than 
the return for unrelated business taxable income as required by Section 23771. 

 “Business entity” means a corporation, including an "S" corporation, an organization 
exempt from tax, pursuant to Chapter 4 (commencing with Section 23701) of Part 11,  a 
partnership, or a limited liability company.  

  “Tax preparation software” means any computer software program used to prepare an 
acceptable return or for use in tax compliance. 

 “Electronic technology” includes, but is not limited to, the Internet, cloud computing, or an 
electronic information delivery system. 

 "Technology constraints” means an inability of the tax preparation software used by a 
taxpayer to electronically file the acceptable return as required by this section as a result 
of the complex nature of the return or inadequacy of the software. 

This provision would apply to an acceptable return that is required to be filed on or after  
January, 1, 2015. 

Additionally, this provision would, for taxable years beginning on or after January 1, 2017, require 
the imposition of a $100 penalty for an initial failure and a penalty in the amount of $500 for each 
subsequent failure of a business entity to e-file a return, when required to do so under the 
requirements added by this bill, unless the failure is due to reasonable cause, and not willful 
neglect. 

In the case of a group return filed on behalf of eligible electing taxpayer members of a combined 
reporting group, the penalty would apply to the combined reporting group and not to a taxpayer 
member of the combined reporting group. 

The provision would require the FTB to conduct a robust education program advising business 
entities subject to the requirements of this bill of their e-filing requirement and liberally interpret 
and grant waivers of the penalty imposed under provisions added by the bill in order to minimize 
any unnecessary adverse impacts to business entities that experience difficulty complying with 
the new requirements.  
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SUPPORT/OPPOSITION 

Support:  The Franchise Tax Board. 

Opposition:  None on file. 
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