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SUBJECT: California Internet Tax Freedom Act

DEPARTMENT AMENDMENTS ACCEPTED. Amendments reflect suggestions of previous analysis of bill as
introduced/amended

AMENDMENTSIMPACT REVENUE. A new revenue estimate is provided.

AMENDMENTS DID NOT RESOLVE THE DEPARTMENT’'S CONCERNS stated in the previous analysis of bill as
introduced/amended

FURTHER AMENDMENTS NECESSARY.
DEPARTMENT POSITION CHANGED TO
X REMAINDER OF PREVIOUS ANALYSIS OF BILL AS AMENDED May 27, 1998, STILL APPLIES.

OTHER - See comments below.

SUWARY OF BILL

This bill would enact the “California Internet Tax Freedom Act,” prohibiting,

with specified exceptions, any local government (including political

subdivisions) from imposing, assessing or attempting to collect any new taxes
imposed on Internet access and Online Computer Services, and prohibiting
discriminatory application of existing or new taxes, as defined, to Internet
access or Online Computer Services. The act also would declare that California
is not currently imposing any discriminatory taxes or fees on Internet access or
Online Computer Services and that the Legislature intends that the state impose
no such tax or fee in the future.

Under the Sales and Use Tax Law, this bill would codify the decisions of recent
court cases and modify the date that the provision exempting the taking of orders
from customers in this state through a computer telecommunications network from
the definition of “engaged in business in this state” becomes inoperative.

SUMMARY OF AMENDMENT

Under the California Internet Tax Freedom Act, the June 11, 1998, anendments made
the following changes.

* Added legislative findings and declarations that California is not currently
imposing any discriminatory taxes or fees on Internet access or Online
Computer Services.

* Added legislative intent that no existing or future taxes or fees be imposed
by the state in a discriminatory manner upon Internet access or Online
Computer Services.
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e Deleted the definition of tax.

e Mdified the prohibition against Internet taxes to apply only to taxes or
fees inmposed by | ocal governnents rather than the state and | ocal
gover nment s.

Under the Sales and Use Tax Law, the June 11, 1998, anmendnents del eted nost of
t he changes proposed by the prior anmendnent and nodified the date that one
provi si on becones inoperative.

Except for the definition of “tax” and the changes noted above, the department’s
analysis of the bill as amended May 27, 1998, still applies.
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